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Monday,  April  27,  1981. 

HEALTH  CARE  FINANCING  ADMINISTRATION 

WITNESSES 

CAROLYNE  K.  DAVIS,  ADMINISTRATOR 

PAUL  WILLGING,  ACTING  DEPUTY  ADMINISTRATOR 

TERA   YOUNGER,   ACTING   DIRECTOR,   BUREAU   OF   PROGRAM  OPER- 
ATIONS 

ED  KELLY,  ACTING  DIRECTOR,  HEALTH  STANDARDS  AND  QUALITY 
BUREAU 

MARTIN  KAPPERT,  DIRECTOR,  BUREAU  OF  QUALITY  CONTROL 
JAMES  KAPLE,  ACTING   DIRECTOR,  OFFICE   OF  RESEARCH,  DEMON- 
STRATIONS, AND  STATISTICS 
PATRICE    FEINSTEIN,    DIRECTOR,    OFFICE    OF    LEGISLATION  AND 
POLICY 

KEVIN  SEXTON,  ACTING  DIRECTOR,  OFFICE   OF  MANAGEMENT  AND 
BUDGET 

DENNIS  FISCHER,  DIRECTOR,  OFFICE   OF  FINANCIAL  MANAGEMENT 
SERVICES 

FRANK  DERVILLE,  DIRECTOR,  DIVISION  OF  THE  BUDGET 
ANTHONY    ITTEILAG,   ACTING    DEPUTY   ASSISTANT   SECRETARY  FOR 
BUDGET 

Mr.  Natcher.  The  committee  will  come  to  order. 

We  take  up  at  this  time  the  Health  Care  Financing  Administra- 
tion request  and  we  have  before  the  committee  Dr.  Carolyne  Davis, 
the  Administrator. 

Dr.  Davis,  it  is  a  pleasure  to  have  you  before  the  committee.  Will 
you  tell  us  who  you  have  with  you  today? 

Dr.  Davis.  On  my  right,  is  the  Deputy  Administrator,  Dr.  Paul 
Willging.  To  his  right,  Dr.  James  Kaple,  Acting  Director  of  the 
Office  of  Research  Demonstration  and  Statistics;  Mr.  Martin  Kap- 
pert,  the  Director  of  the  Bureau  of  Quality  Control;  and  Ms.  Tera 
Younger,  Acting  Director  of  Program  Operations.  On  my  left,  is 
Dennis  Fischer,  Director  of  the  Office  of  Financial  Management 
Services;  Mr.  Edward  Kelly,  Acting  Director  of  Health  Standards 
and  Quality  Bureau;  and  Anthony  Itteilag,  Acting  Deputy  Assist- 
ant Secretary  of  the  Budget  in  the  Office  of  the  Secretary. 

Mr.  Natcher.  Thank  you,  Dr.  Davis. 

Now,  Dr.  Davis,  we  have  had  an  opportunity  to  examine  your 
statement  and  you  have  a  good  statement.  With  your  permission, 
we  will  place  the  statement  in  its  entirety  in  the  record. 

[The  information  follows:]  Q) 
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Mr.  Chairman  and  Members  of  the  Subcommittee: 

I  am  pleased  to  have  this  opportunity  to  appear  before  you  today  to  present  the 
Reagan  Administration's  FY  1982  budget  request  for  the  Health  Care  Financing 
Adminstration  (HCFA). 

This  budget  represents  our  first  step  toward  the  development  of  health  care  financing 
reforms  to  reduce  the  rate  of  health  care  inflation.  We  must  get  Federal  spending 
under  control  as  a  prerequisite  to  developing  longer  term  reforms  which  will  encourage 
competition  in  the  health  care  marketplace  and  make  consumers  more  cost  conscious 
as  they  purchase  health  care.  We  have  also  proposed  steps  to  reduce  the  rate  of 
growth  of  administrative  costs  of  the  Medicare  and  Medicaid  programs. 

The  Administration's  complete  initiative  for  competitive  health  care  system  reforms 
will  be  put  forward  in  the  coming  months.  However,  in  this  year  we  are  proposing  two 
major  reforms  affecting  our  programs.  I  would  like  to  mention  them  briefly  before  I 
go  on  to  the  actual  appropriation  request. 

»  * 

Over  the  past  5  years  Medicaid's  growth  rate  has  averaged  over  15  percent,  6.5 
percentage  points  higher  than  the  general  inflation  rate.  To  control  such  increases  we 
have  proposed  that  Federal  expenditures  for  Medicaid  would  no  longer  be  open-ended 
but  instead  would  be  capped.  This  is  an  interim  measure  to  control  Federal  costs  prior 
to  the  adoption  of  our  comprehensive  health  care  financing  reforms.  The  cap  would 
produce  savings  of  $100  million  in  FY  1981  and  $1  billion  in  FY  1982. 

In  order  to  provide  States  with  the  ability  to  contain  costs  and  operate  within  these 
constraints  without  reducing  necessary  services  to  the  truly  needy,  we  are  proposing  to 
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provide  States  with  greater  flexibility  to  administer  their  Medicaid  programs.  We 
believe  this  will  permit  States  to  reform  reimbursement,  target  services,  and  control 
utilization  in  ways  presently  not  allowable  under  Medicaid.  This  proposal  does  require 
changes  in  authorizing  legislation  and  is  not  reflected  in  the  appropriation  request 
before  you  today. 

Second,  we  are  proposing  to  phase  out  Federal  support  of  the  Professional  Standards 
Review  Organizations  (PSRO)  program.  This  will  begin  in  FY  1981  when  we  will  renew 
only  those  PSROs  judged  to  be  the  most  effective  in  controlling  health  care  costs  and 
in  assuring  high  quality  medical  care.  This  phase  out  process  will  be  continued  in  FY 
1982  and  FY  1983.  It  is  our  belief  that  by  FY  1984,  the  effective  PSROs  can  obtain 
private  sector  funding  through  contracts  within  the  competitive  health  care  system 
envisioned  by  this  Administration.  We  are  also  proposing  legislation  to  eliminate  the 
requirement  for  utilization  review  in  providers  not  covered  by  PSRO  review,  since 
there  is  no  evidence  that  such  review  has  been  cost  effective. 

The  FY  1982  total  budget  for  the  Health  Care  Financing  Administration  will  be  $64.4 
billion  in  outlays.  These  funds  provide  needed  health  care  services  to  approximately 
49  million  aged,  disabled  and  poor  Americans.  The  important  nature  of  these  programs 
has  been  recognized  in  the  President's  1982  budget.  In  fact,  even  with  the  proposed 
reductions  which  I  have  described,  HCFA's  budget  contains  an  increase  of  $7  billion  or 
12.2  percent  over  the  fiscal  year  1981.  This  is  twice  the  rate  of  increase  proposed  for 
overall  Federal  spending  in  the  President's  FY  1982  budget. 

Our  appropriation  request  is  $33  billion,  which  together  with  $861  million  to  be 
transferred  from  the  Medicare  Trust  Funds,  will  finance  the  following  activity  levels 
in  FY  1982: 
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0 

$18.4  billion 

-  for  Grants  to  States  for  Medicaid 

0 

$14.5  billion 

-  for  Payments  to  the  Health  Care  Trust  Funds 

0 

$70  million 

-  for  the  PSRO  program 

o 

$46  million 

-  for  Research  and  Demonstration 

^704  million 

_  fQf  Medicare  Contractors 

o 

$51  million 

-  for  State  Certification 

o 

<;  1 78  million 

-  for  HCFA  Administration 

Grants  to  States  for  Medicaid 
The  Medicaid  appropriation  for  FY  1982  is  $18.4  billion.  As  I  indicated  earlier, 
Medicaid  has  grown  at  an  average  rate  of  more  than  15  percent  per  year  over  the  past 
5  years.  The  program  presently  covers  approximately  23  million  disadvantaged 
persons,  a  number  which  has  been  relatively  stable  over  the  past  several  years.  Thus, 
inflation  in  health  care  costs  has  been  the  primary  force  behind  these  increases  in 
Medicaid  costs.  It  is  this  force  which  we  must  now  check. 

Medicaid  services  are  concentrated  in  the  areas  of  institutional  care  and  in  particular 
in  long  term  institutional  care.  In  FY  1982,  Medicaid  expenditures  are  projected  to  be 
allocated  as  follows: 

o       Long  Term  Care  Institutions  -  44  percent 

o       Skilled  Nursing  Facilities  (SNFs)  -  15  percent 

o       Intermediate  Care  Facilities  (ICFs)  -  15  percent 

o       ICF  for  Mentally  Retarded  -  10  percent 

o       Mental  Hospital  Services  -  4  percent 
o       Hospital  Services  -  32  percent 
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o       Inpatient  -  27  percent 

o       Outpatient  -  5  percent 
o       Physician  Services  -  8  percent 
o       Prescription  Drugs  -  5  percent 
o       Other  Services  -  1 1  percent 

Payments  to  Health  Care  Trust  Funds  for  Medicare 
The  Medicare  program  is  financed  through  both  the  Hospital  Insurance  Trust  Fund 
(Part  A)  and  the  Supplementary  Medical  Insurance  Trust  Fund  (Part  B).  The  growth  in 
the  Medicare  program  has  also  been  high  reflecting  both  the  increased  age  of  our 
population  and  the  health  care  inflation  I  mentioned  above.  The  major  element  in  this 
appropriation  request  is  the  payment  made  to  the  Supplementary  Medical  Insurance 
(SMI)  Trust  Fund  to  cover  the  difference  between  projected  expenditures  and  antici- 
pated income  from  premiums  charged  beneficiaries  for  Medicare  Part  B.  The  FY  19S2 
budget  request  for  these  payments  are: 

o       Federal  share  of  supplementary  medical  insurance  (SMI)  -$13.5  billion, 
o       Hospital  insurance  for  the  uninsured  -  $808  million, 
o       Military  service  credits  -  $207  million,  and 

0  Professional  Standards  Review  Organizations  (PSRO)  activities  for  Medicaid  and 
Maternal  and  Child  Health  Programs  -  $16  million. 

1  am  sure  that  you  share  my  concern  about  the  50  percent  increase  in  the  federal 
payment  for  the  Supplementary  Medical  Insurance  program.  This  change  comes  from 
three  sources.  First,  we've  experienced  program  outlay  increases,  due  to  inflation  and 
higher  utilization,  above  and  beyond  original  estimates  in  recent  years.  Secondly, 
because  outlays  were  higher  than  anticipated  over  the  past  3  years,  the  SMI  trust  fund 
balance  declined  substantially;  now  a  margin  must  be  built  into  the  actuarial  rate  to 
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restore  the  fund  balance  to  a  sound  level  by  FY  1984.  Finally,  the  percentage  of  total 
Part  B  trust  fund  income  provided  by  the  federal  payment  has  increased,  since 
premium  increases,  which  are  limited  by  statute  to  the  previous  year's  increase  in 
Social  Security  cash  payments,  and  have  not  kept  pace  with  the  growth  in  Medicare 
outlays. 

Program  Management 

The  request  for  Program  Management  is  $968.7  million,  including  $107.7  million  in 
appropriated  funds  and  $861  million  to  be  transferred  from  the  Medicare  Trust  Funds. 
The  combined  amount  includes  funds  for  PSRO,  Research,  Medicare  Contractors,  State 
Certification,  and  HCFA  Administration.  This  request  is  $150  million  or  13.4  percent 
lower  than  the  proposed  Carter  budget  and  it  demonstrates  the  Administration's 
commitment  to  hold  the  line  on  the  costs  of  administering  our  programs. 
Professional  Standards  Review  Organizations 

The  PSRO  budget  for  FY  1982  reflects  the  Administration's  decision  to  phase  out 
Federal  support  of  the  PSRO  program  by  eliminating  funding  immediately  for  PSRO's 
that  have  not  demonstrated  an  ability  to  control  utilization  and  assure  high  quality 
medical  care.  In  FY  1982,  the  number  of  federally  funded  PSROs  will  be  reduced  from 
approximately  125  to  85.  Hospital  review  activities  will  cover  5.3  million  of  the  total 
16.1  million  annual  Medicare  and  Medicaid  hospital  admissions.  By  continuing  to 
support  those  PSROs  which  are  effective  in  controlling  utilization,  the  substantial 
savings  from  PSRO  hospital  review  of  Medicare  admissions  will  be  maintained  at  an 
estimated  $145  million  in  FY  1982. 
Research,  Demonstration  and  Evaluations 

The  request  for  research  is  $46  million  which  is  the  same  as  in  the  revised  FY  1981 
budget.    It  will  fund  efforts  designed  to  improve  program  management,  health  care 
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data  collection  and  program  evaluation  activities.    New  research  and  demonstration 
will  be  focused  on  supporting  the  Administration's  long  term  strategy  for  increasing 
competition  within  the  health  care  sector. 
Medicare  Contractors 

The  Medicare  program  uses  contractors  to  pay  provider  bills  and  claims  submitted  by 
beneficiaries.  FY  1982  funding  of  $704.^  million  is  requested  to  be  provided  from  the 
Medicare  Trust  Funds.  In  FY  1982,  the  increase  has  been  held  to  $10  million  or  less 
than  two  percent  over  FY  1981  in  spite  of  a  10.6  percent  increase  in  claims  workload 
to  be  handled  by  the  contractors.  Improvements  in  operational  productivity  permit 
such  a  small  increase  in  funding  for  this  activity.  There  are  some  decreases  in  base 
line  activity  primarily  due  to  improved  targeting  of  audits,  more  efficient  provider 
technical  assistance  activities  and  elimination  of  PSRO  monitoring.  In  total  these 
economies  offset  92  percent  of  the  impact  of  workload  increases  and  inflationary 
pressures. 
State  Certification 

This  activity  reflects  HCFA's  continuing  efforts  to  improve  the  quality  of  patient  care 
through  the  process  of  survey  and  certification  of  health  care  providers.  $51  million  is 
requested  in  FY  1982  for  this  activity;  $18  million  in  the  program  management 
appropriation  for  Medicare  activity  and  $33  million  in  the  Medicaid  appropriation. 

The  request  reflects  a  significant  reduction  of  costs  due  to  our  decision  to  cease 
performing  all  surveys  on  an  annual  basis.  Surveys  will  be  targeted  according  to  a 
provider's  current  compliance  and  past  performance  records.  Those  with  good  records 
will  be  surveyed  less  frequently  while  others  will  continue  to  receive  priority  attention 
on  an  annual  or  more  frequent  basis.  We  are  also  seeking  legislation  to  permit  less 
frequent  than  annual  surveys  for  skilled  nursing  facilities  where  annual  surveys  are 
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mandated  by  law.  We  believe  the  same  principles  of  targeting  surveys  for  both 
improved  efficiency  and  better  patient  care  applies  equally  to  skilled  nursing  homes. 
The  sum  total  of  these  proposals  will  result  in  a  reduction  in  burden  on  providers  with 
historically  good  records  while  maintaining  surveillance  of  other  providers  to  assure 
that  proper  quality  standards  are  maintained. . 
Administrative  Costs 

This  activity,  which  provides  for  the  Federal  staff  and  operating  expenses,  reflects  a 
2 A  percent  decrease  over  FY  1981.  As  part  of  the  Administration's  effort  to  cut  back 
on  the  total  number  of  federal  staff,  our  budget  reduces  the  number  of  authorized 
positions  by  128  from  FY  1981.  These  reductions  will  be  related  to  the  phase  down  of 
the  PSRO  program  and  improved  management  in  o'ther  areas. 
New  Initiatives 

In  addition  to  legislation  needed  to  implement  the  Medicaid  reform  referred  to  earlier, 
the  Department  will  be  seeking  legislative  authority  to: 

o  Eliminate  the  nursing  differential  Medicare  pays  for  its  beneficiaries.  This  will 
save  $250  million  in  FY  1982.  We  do  not  believe  there  is  sufficient  evidence  to 
support  the  current  higher  level  of  Medicare  reimbursement  to  hospitals  for 
nursing  services  delivered  to  our  beneficiaries. 

o  Repeal  a  number  of  the  provisions  in  the  Omnibus  Reconciliation  Act.  The  major 
portion  of  this  $681  million  savings  comes  from  repeal  of  the  periodic  interim 
payment  (PIP)  deferral,  which  will  save  $522  million  in  FY  1982.  In  addition,  we 
are  seeking  repeal  of  lower  priority  benefit  expansions,  recently  enacted,  which 
we  do  not  believe  are  consistent  with  our  efforts  to  restrain  program  growth 
within  the  overall  goals  of  this  Administration  for  reduced  government  spending. 

Mr.  Chairman,  that  concludes  my  statement  and  I  will  be  happy  to  answer  any 
questions  that  you  or  the  committee  members  might  have. 
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Syracuse  University  School  of  Nursing 

Chairman,  Baccalaureate  Nursing  Program  (1969-73) 

Acting  Chairman  (1968-69) 

Assistant  Chairman  (1967-68)  • 

Instructor,  Medical-Surgical  Nursing  (1965-66) 

Lecturer,  Pediatric  Nursing  (1964-65) 

Associate  Professor  (1971-73) 

Assistant  Professor  (1967-71) 

Instructor,  Medical-Surgical  Nursing,  Mercer  Hospital  School  of 
Nursing,  Trenton,  New  Jersey 

Evening  Supervisor,  Lankenau  Hospital,  Philadelphia,  Pennsylvania 
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RECENT  ACTIVITIES 

o      Participation  in  Development  of  Health  Professions  Manpower  Legislation; 

Testimony  before: 

House  of  Representatives  Select  Committee  on  Aging,  8/80; 
House  IFC  Subcommittee  on  Health,  4/80; 

Senate  Labor  and  Human  Resources  Subcommittee  on  Health,  3/80; 
and 

Senate  Appropriations  Committee,  3/80. 
o     Congressional  Liaison  for  the  University  of  Michigan 

o     "Update  on  Nursing"  Conference;  House  Interstate  and  Foreign  Commerce  Subcommittee 
on  Health  and  Appropriations  Labor  -  HEW  Subcommittee,  Chairperson,  10/79 

o     Hosital  Cost  Cotainment;  House  IFC  Health  Subcommittee,  7/79 

AFFILIATION 

1979-1981  John  Hopkins  University  Board  of  Trustees 

1973-1981  Michigan  Heart  Association  -  Board  of  Directors 

1979-1981  Executive  Committee,  Finance  Committee 

American  Association  for  Higher  Education  -  Board  of  Directors 
(1980-1981) 

American  Nurses  Association 

National  League  of  Nursing  -  Board  of  Directors  (1979-1981) 

1971-1973  Member,  Fayetteville-Manilus  School  Board 

1967-1973  Board  of  Directors,  Upstate  New  York  Health  Association 

Vice-President  of  Board  (1972-1973) 
Chairman  Nursing  Education  Committee  (1968-1971) 

HONORS  AND  AWARDS 

Sigma  Theta  Tau 
Phi  Delta  Kappa 

Fellow  -  American  Academy  of  Nursing  (1978) 

Change  Magazine's  100  Top  Young  Leaders  in  Academe  (1978) 
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HIGHLIGHTS  OF  STATEMENT 

Mr.  Natcher.  Maybe  you  want  to  highlight  this  for  us? 
Dr.  Davis.  Yes,  thank  you,  Mr.  Chairman. 

I  am  very  pleased  to  be  here  today  to  present  the  Reagan  Admin- 
istration's fiscal  1982  budget  for  the  Health  Care  Financing  Admin- 
istration. The  fiscal  year  1982  total  budget  will  be  $64.4  billion  in 
outlays  which  represents  an  increase  of  $7  billion  or  12.2  percent 
over  the  fiscal  year  1981.  This  will  provide  needed  health  care 
services  to  approximately  49,000,000  aged,  disabled  and  poor 
Americans. 

We  believe  this  budget  is  the  first  step  in  the  development  of 
health  care  financing  reforms  to  reduce  the  rate  of  health  care 
inflation,  and  later  this  year  we  will  be  proposing  comprehensive 
initiatives  for  competitive  health  care  system  reforms. 

At  this  time,  however,  we  are  proposing  two  major  reforms,  the 
Medicaid  cap  and  the  phase-down  of  the  PSRO  program. 

Let  me  address  the  Medicaid  cap  briefly.  In  the  last  five  years, 
the  Medicaid  growth  rate  has  averaged  over  15  percent.  That  is,  6.5 
percentage  points  higher  than  the  general  inflation  rate.  As  an 
interim  measure  to  control  this  unchecked  growth,  we  are  propos- 
ing that  federal  expenditures  for  Medicaid  no  longer  be  open 
ended,  but  instead,  be  capped. 

The  cap  would  provide  a  five  percent  increase  in  fiscal  1982  and 
further  increases  would  then  be  limited  to  changes  in  the  Gross 
National  Product  deflator.  Along  with  the  cap,  we  are  proposing  to 
provide  the  states  with  greater  flexibility  to  administer  their  pro- 
grams so  that  they  can  reform  reimbursement,  target  services  and 
control  utilization  in  ways  that  they  are  presently  unable  to  do. 

Secondly,  we  are  proposing  to  phase-out  federal  support  for  the 
PSRO  program.  Beginning  in  fiscal  year  1981  we  propose  to  renew 
only  those  PSRO's  that  are  judged  to  be  the  most  effective  in 
controlling  health  care  costs  and  in  assuring  the  highest  quality  of 
medical  care. 

In  fiscal  year  1982,  we  estimate  that  the  number  of  federally 
funded  PSROs  will  be  reduced  from  approximately  125  to  85.  It  is 
our  belief  that  by  fiscal  year  1984  effective  PSROs  could  obtain 
private  sector  funding  through  contracts  within  the  competitive 
health  care  system  envisioned  by  the  Administration.  Currently, 
we  already  have  50  PSROs  which  have  contracts  for  performing 
private  reviews. 

Now,  moving  to  the  budget  request — the  appropriations  request 
is  for  $33  billion  with  $861  million  from  the  Medicare  trust  fund  to 
finance  the  following  activity  levels  in  fiscal  year  1982— $18.4  bil- 
lion for  Medicaid— $14.5  billion  for  payments  to  the  Health  Care 
Trust  Fund— and  $968.7  million  for  Program  Management. 

In  relationship  to  program  management,  which  funds  PSRO's, 
research,  Medicare  contractors,  state  certification  and  KCFA  ad- 
ministration, this  request  aptly  demonstrates  the  Administration's 
commitment  to  hold  the  line  on  the  cost  of  administering  our 
programs. 

Our  research  request  is  $46  million,  the  same  as  in  the  revised 
fiscal  year  1981  budget.  Our  new  research  and  demonstration  activ- 
ities will  be  focused  on  supporting  the  strategies  of  increasing 
competition  within  the  health  care  sector. 
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For  Medicare  contractors,  the  budget  request  is  $704  million.  We 
are  able  to  hold  the  fiscal  1982  increase  to  $10  million  or  less  than 
two  percent,  despite  the  10.6  percent  increase  in  workload  and 
inflationary  pressures  due  to  improvements  in  our  operational  pro- 
ductivity and  some  decreases  in  current  activity, 

The  state  certification  budget  request  of  $51  million  reflects  a 
significant  reduction  of  costs  due  to  our  decision  to  cease  perform- 
ing all  surveys  on  an  annual  basis.  We  believe  this  initiative  will 
reduce  the  burden  on  those  providers  who  have  a  good  compliance 
record  and  yet  will  maintain  the  surveillance  of  the  other  providers 
to  ensure  that  proper  quality  standards  are  maintained. 

Lastly,  the  request  for  administrative  costs  of  $178  million  re- 
flects a  2.4  percent  decrease  over  fiscal  year  1981.  This  budget  will 
reduce  the  number  of  authorized  positions  by  128  from  fiscal  year 
1981.  These  reductions  will  be  related  primarily  to  the  phase-down 
of  the  PSRO  program  and  to  improved  management  in  other  areas. 

This  concludes  the  highlights  of  my  statement,  Mr.  Chairman.  I 
would  be  happy  to  answer  any  questions  you  may  have. 

BACKGROUND  OF  DR.  DAVIS 

Mr.  Natcher.  Thank  you,  Dr.  Davis. 

Now,  Dr.  Davis,  how  long  have  you  been  in  your  new  post  as  the 
Administrator  of  the  Health  Care  Financing  Administration? 

Dr.  Davis.  Mr.  Chairman,  I  just  finished  my  seventh  week. 

Mr.  Natcher.  Do  you  have  any  direct  experience  with  the  man- 
agement of  health  financing  programs  prior  to  your  appointment 
by  the  President? 

Dr.  Davis.  I  had  a  perspective  from  a  single  agency  where  as 
Associate  Vice  President,  at  the  University  of  Michigan  I  was  on 
the  Executive  Board  of  our  University  Hospital;  and  I  was  also  on 
the  Executive  Board  of  the  Physician  Practice  Plan — so  I  saw 
health  practices  intimately  from  a  hospital  and  a  physician  provid- 
er point  of  view. 

Mr.  Natcher.  Now,  as  far  as  your  background  in  nursing  is 
concerned,  do  you  feel  this  would  be  an  advantage  or  disadvantage 
in  your  new  position,  Dr.  Davis? 

Dr.  Davis.  Mr.  Chairman,  I  happen  to  believe  it  is  a  significant 
advantage.  Having  had  the  opportunity  to  practice  both  in  the 
hospital  and  home  care  settings,  through  a  visiting  nurse  activity,  I 
have  seen  the  delivery  of  care  from  both  of  these  perspectivies  and 
I  believe  that  will  help  me  very  much  in  making  some  policy 
determinations. 

Mr.  Natcher.  Now,  since  you  have  received  your  new  assign- 
ment, tell  us  if  you  will  just  briefly  what  you  consider  to  be  some  of 
the  most  important  problems  that  you  are  going  to  be  faced  with  as 
the  new  Administrator?  Just  name  some  of  them. 

Dr.  Davis.  I  think  probably  the  single  most  important  problem  is 
to  make  decisions  that  will  curb  spiraling  inflation  in  the  health 
care  delivery  system.  This  will  obviously  mean  looking  at  a  number 
of  mechanisms,  whether  it  is  in  the  area  of  incentives  for 
deinstitutionalization  or  the  creation  of  new  incentive  plans,  such 
as  the  competitive  model  of  service  delivery.  I  think  those  are  the 
primary  areas  that  will  relate  to  getting  a  cap  on  overall  expendi- 
tures in  the  health  care  area. 
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hcfa's  organizational  structure 

Mr.  Natcher.  Do  you  plan  to  make  any  changes  in  the  organiza- 
tional structure  of  the  Health  Care  Financing  Administration? 

Dr.  Davis.  No.  I  do  not  plan  at  this  time  to  make  any  major 
changes.  There  may  be  some  slight  decrease  in  the  number  of 
people  that  are  reporting  directly  to  my  office,  but  I  believe  that 
that  will  be  a  minor  change. 

Mr.  Natcher.  If  you  will  please  insert  in  the  record  at  this  point 
a  copy  of  your  current  organizational  chart  with  the  names  of  the 
individuals  directing  each  of  your  major  operating  components  and 
staff  offices  at  this  time. 

[The  information  follows:] 
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LEGISLATIVE  PROGRAM 

Mr.  Natcher.  There  are  a  number  of  legislative  proposals  which 
have  been  announced  by  the  new  President  regarding  the  Medicare 
and  Medicaid  programs.  Can  you  tell  us  when  you  expect  to  trans- 
mit this  legislation  to  the  Congress? 

Dr.  Davis.  Yes.  It  is  our  anticipation  that  we  will  probably  have 
this  new  bill  to  Congress  within  the  next  several  weeks. 

Mr.  Natcher.  Were  you  or  our  staff  involved  directly  in  the 
development  of  this  legislation  or  is  it  principally  the  product  of 
the  Office  of  Management  and  Budget? 

Dr.  Davis.  The  initial  idea  for  the  cap  and  the  dollar  limits  did 
indeed  initiate  with  the  Office  of  Management  and  Budget,  but  my 
staff  worked  very  closely  with  the  Department  and  OMB  on  this. 
Since  I  have  been  on  board,  I  have  had  the  opportunity  to  make 
comments  in  a  number  of  areas. 

Mr.  Natcher.  Is  it  your  understanding  that  the  budget  that  we 
are  discussing  today  is  based  on  the  current  law  and  that  it  does 
not  reflect  any  costs  or  savings  from  your  legislation? 

Dr.  Davis.  Yes,  that  is  correct. 

Mr.  Natcher.  If  you  will,  insert  in  the  record  at  this  point  a  list 
of  each  of  your  legislative  proposals  with  the  cost  and  savings 
associated  with  each  proposed  change,  if  you  will,  please. 

[The  information  follows:] 
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MEDICAID  CAP 

Mr.  Natcher.  The  most  important  and  the  most  controversial  of 
these  legislative  proposals  is  the  cap  on  federal  Medicaid  payments. 
Now,  if  you  will,  explain  to  the  committee  how  this  cap  will  oper- 
ate? How  will  it  work? 

Dr.  Davis.  The  proposal  would  have  an  effective  date  of  July  1,  of 
fiscal  year  1981.  At  that  time  the  states  would  be  in  the  fourth 
quarter  and  we  would  adjust  their  federal  matching  payments  to 
fall  within  the  amount  that  we  allocated  for  each  of  the  states  for 
the  year. 

We  also  would  anticipate  that  if  a  state  does  not  reach  its  cap  in 
fiscal  year  1981,  it  would  be  able  to  carry  over  any  of  that  unused 
amount  into  the  fiscal  year  1982  cap.  The  fiscal  year  1982  ceiling 
will  be  increased  by  five  percent,  as  I  mentioned  earlier,  and  in  the 
years  thereafter  it  would  be  increased  based  on  the  Gross  National 
Product  deflator. 

It  would  be  our  intent  to  request  significant  flexibility  on  the 
part  of  the  states  along  with  the  cap.  We  would  ask  that  the  states 
submit  amendments  to  their  Medicaid  state  plans  and  request 
waivers  whenever  the  proposed  change  would  deviate  from  the 
requirements  of  the  current  law.  But  we  would  also  be  requesting 
significant  flexibility  which  we  hope  would  improve  program  ad- 
ministration and  make  it  more  cost  effective,  while  at  the  same 
time  providing  the  beneficiaries  with  services  of  adequate  quality. 

The  waivers,  I  might  add,  Mr.  Chairman,  would  not  be  looked 
upon  as  waivers  of  a  demonstration  project  type,  but  would  be 
waivers  that  would  simply  be  approved  changes  as  part  of  a  State's 
Medicaid  program. 

Mr.  Natcher.  Some  people  have  criticized  the  cap  proposal  as  an 
overly  simplistic  solution  to  a  very  complicated  problem.  What  do 
you  have  to  say  about  that,  Dr.  Davis? 

Dr.  Davis.  We  believe  that  the  cap  is  the  best  solution  for  the 
interim.  We  do  not  see  it  as  a  long  range  solution.  We  anticipate 
that  we  will  be  proposing  our  competitive  model  legislation  which 
will  slow  the  overall  growth  in  the  health  care  sector. 

PROJECTED  INCREASES  IN  HEALTH  CARE  COSTS 

Mr.  Natcher.  If  you  will,  tell  the  committee,  what  rate  of  in- 
crease is  expected  in  1982  in  general  health  care  prices  and  in  the 
Medicare  program?  Can  you  give  us  some  idea  about  that,  Dr. 
Davis? 

Dr.  Davis.  Mr.  Fischer. 

Mr.  Fischer.  Mr.  Chairman,  for  1982  our  Medicare  benefit  out- 
lays are  projected  to  increase  in  total,  19  percent.  In  1981,  our 
projection  is  that  medicare  benefits  will  increase  in  total,  17  per- 
cent over  fiscal  year  1980. 

Mr.  Natcher.  What  about  health  care  prices  in  general? 

Dr.  Davis.  For  fiscal  year  1981,  we  expect  about  a  14  percent  ' 
increase. 

Mr.  Natcher.  Now,  what  rate  of  increase  do  you  expect  in  the 
total  Medicaid  costs,  federal  and  state,  and  in  the  federal  payment 
with  your  cap? 


21 


Dr.  Davis.  I  believe  that  the  increase  in  the  States'  estimates 
total  11  percent.  Under  the  proposed  cap,  medicaid  expenditures 
would  grow  5  percent  in  fiscal  year  1982. 

Mr.  Natcher.  All  right.  Under  your  proposal  would  states  be 
completely  free  to  determine  eligibility  benefits  and  reimbursement 
levels? 

Dr.  Davis.  They  will  have  significant  flexibility  in  a  number  of 
these  areas  with  the  exception  of  providing  mandatory  benefits  to 
our  categorical  groups.  They  will  have  to  provide  those  mandatory 
group's  basic  benefits.  We  would  anticipate,  however,  that  we 
would  be  asking  for  significant  flexibility  in  a  number  of  other 
areas,  such  as  ability  to  make  significant  changes  in  HMO's,  by 
encouraging  enrollment  among  the  Medicaid/Medicare  population. 
Currently,  there  are  enrollment  requirements  which  we  would  like 
to  change. 

We  also  would  like  to  see  flexibility  in  areas  such  as  bulk  pur- 
chasing through  contracts,  co-payments,  deductibles,  and  the  abili- 
ty to  target  services.  The  states  have  given  us  a  number  of  areas  in 
which  they  have  continuously  asked  for  flexibility  over  the  last 
several  years.  It  would  be  our  hope  to  move  in  that  direction. 

Mr.  Natcher.  Now,  if  you  will  insert  in  the  record  at  this  point  a 
table  showing  total  health  care  costs,  Medicare  expenditures  and 
state  and  federal  Medicaid  expenditures  for  the  period  1978  to 
1982,  place  that  in  the  record  for  us,  please. 

[The  information  follows:] 

TOTAL  NATIONAL  HEALTH  EXPENDITURES,  MEDICARE  AND  MEDICAID  EXPENDITURES  ON  CALENDAR 

YEAR  BASIS 


Medicaid 

Total  health  Medicare   

Federal  State 


1978   188,643  25,932  11,080  8,725 

1979   212,199  30,338  12,526  10,061 

1980   243,377  35,347  14,49C  11,389 

1981   278,543  41,433  16,385  12,874 

1982   316,935  48,791  17,518  13,764 


FEASIBILITY  OF  MEDICAID  CAP 

Mr.  Natcher.  According  to  a  recent  study,  by  the  Intergovern- 
i    mental  Health  Policy  Project,  the  Medicaid  program  is  already  in  a 

fiscal  crisis,  with  many  states  cutting  benefits,  eligibility  and  reim- 
j    bursement  level.  Do  you  agree  in  general  with  this  analysis? 
j      Dr.  Davis.  I  think  that  our  latest  contacts  with  the  states  indeed 

indicate  a  number  of  them  have  been  trying  to  get  a  handle  on 
'  excessive  costs.  They  are  looking  at  some  changes  in  eligibility  and 
I    at  putting  some  limitations  on  utilization. 

I  Mr.  Natcher.  Just  by  way  of  example,  let  me  read  to  you,  Dr. 
j    Davis,  what  the  study  indicates  about  my  state,  and  I  quote: 

j  The  Secretary  of  the  Kentucky  Department  Of  Human  Resources  recently  an- 

I  nounced  34  recommendations  designed  to  achieve  a  $46  million  savings  in  the 

!  state's  Medicaid  program  by  fiscal  year  1982.  The  most  significant  changes  include 

i  reducing  the  number  of  inpatient  hospital  days  from  21  to  10,  eliminating  non- 

|  emergency  weekend  admissions,  instituting  reimbursement  of  penalties  for  hospitals 

! 
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with  less  than  60  percent  occupancy  level,  setting  maximum  ceilings  on  nursing 
home  reimbursement,  reducing  the  maximum  profits  allowed  in  the  nursing  home 
reimbursement  formula,  limiting  comprehensive  physician  visits  to  one  per  year, 
reducing  payments  for  inpatient  physician  services,  requiring  recipient  co-payments 
for  all  prescriptions  and  reducing  outreach  efforts  under  the  early  and  periodic 
screening  diagnosis  and  testing  program  to  a  minimim  required  by  federal  law. 

Now,  as  we  understand  it,  these  savings  are  already  reflected  in 
Kentucky's  request  under  current  law.  How  can  they  achieve  addi- 
tional savings  in  1982,  Dr.  Davis,  without  sacrificing  the  health 
care  of  the  poorest  family?  How  will  they  do  this? 

Dr.  Davis.  We  believe,  Mr.  Chairman,  that  states  now  do  not 
have  sufficient  flexibility  to  be  able  to  act  as  prudent  buyers.  For 
example,  at  this  point  in  time  they  are  unable  to  contract  as  a 
prudent  buyer  and  some  of  our  flexibility  options  would  allow  for 
that.  We  also  believe  that  the  current  requirement  of  complete 
freedom  of  choice  may  have  to  be  looked  at,  If  you  couple  those  two 
activities  together,  there  would  be  such  savings  that  we  do  not 
believe  it  would  be  necessary  to  deprive  people  of  needed  services. 

Mr.  Natcher.  Is  the  cap  proposal  strictly  a  matter  of  financial 
necessity  or  is  it  also  the  new  Administration's  position  that  the 
current  Medicaid  program  provides  excessive  benefits  and  overly 
liberal  eligibility? 

Dr.  Davis.  It  is  our  belief,  sir,  that  the  states  have  long  wanted 
the  flexibility  to  be  better  able  to  administer  their  programs.  By 
providing  the  states  this  flexibility  to  more  clearly  target  their 
services  to  the  areas  of  greatest  need  savings  can  be  achieved.  For 
each  state  the  actions  taken  might  be  somewhat  different. 

As  it  is  now,  the  federal  requirements  are  such  that  we  give 
them  much  less  flexibility.  They  have  consistently  told  us  that  if 
there  was  more  flexibility,  they  could  handle  the  administrative 
areas  much  better  than  they  can  currently. 

MEDICAID  ESTIMATES 

Mr.  Natcher.  Now,  let's  take  up  Medicaid  estimates.  Turning  to 
the  requests  which  are  currently  before  the  committee,  tell  us  if 
you  will,  please,  the  total  budget  being  proposed  for  the  Health 
Care  Financing  Administration  in  1982,  and  the  amount  which 
falls  within  the  jurisdiction  of  this  committee. 

Dr.  Davis.  Yes  sir.  the  total  budget  for  1982  is  roughly  $64.4 
billion,  of  which  $33.8  billion  is  up  for  the  committee's  review. 

Mr.  Natcher.  The  current  law  request  for  Medicaid,  as  you 
know,  is  $18,366  billion.  Will  the  third  quarter  report  on  public 
assistance  expenditures  which  is  due  this  week,  indicate  that  this 
estimate  may  be  is  too  high  or  too  low? 

Dr.  Davis.  Mr.  Itteilag. 

Mr.  Itteilag.  Mr.  Chairman,  when  the  report  is  made  available 
after  it  has  been  approved  by  the  Secretary,  it  will  be  somewhat  at 
variance  with  the  current  law  estimate  before  the  committee.  The 
estimate  will  be  somewhat  higher,  and  the  specific  amount  will  be 
made  available  to  the  staff  just  as  soon  as  we  can  clear  it  within 
the  department. 

Mr.  Natcher.  You  say  somewhat  higher.  Are  you  speaking  in 
terms  of  billions  of  dollars? 
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Mr.  Itteilag.  No,  Mr.  Chairman,  my  sense  is  the  amount  that 
will  be  less  than  a  $100  million  difference  from  the  current  law 
estimate  now  pending  before  you. 

Mr.  Natcher.  When  can  we  expect  to  receive  the  third  quarter 
report? 

Mr.  Itteilag.  I  would  hope,  Mr.  Chairman,  that  it  can  be  made 
available  to  you  within  the  next  week.  As  with  many  documents 
that  must  be  cleared  by  the  Secretary,  there  is  the  need  to  more 
fully  explain  and  review  them  so  that  it  is  perfectly  clear  what  it  is 
we  are  providing  you  and  why.  We  should  be  able  to  get  it  out 
within  that  time  however. 

Mr.  Natcher.  Based  on  experience  to  date,  how  accurate  was  the 
department's  original  Medicaid  estimate  for  fiscal  year  1981? 

Dr.  Davis.  The  fiscal  year  1981  state  estimates  have  increased 
approximately  $601  million  between  the  March  1981  and  March 
1982  budgets. 

Mr.  Natcher.  What  actions  have  been  taken  during  the  last  year 
to  improve  Medicaid  estimates? 

Dr.  Davis.  We  have  hired  actuaries  on  a  contract  basis  to  help  us 
develop  an  actuarial  system  for  estimating  Medicaid  costs.  We  did 
this  because  we  did  not  have  actuaries  working  in  the  Medicaid 
area  at  all.  Since  then  we  have  hired  three  Medicaid  actuaries  who 
will  be  using  the  system  developed  by  our  contractor  and  we  be- 
lieve that  will  significantly  help  us. 

Mr.  Fischer. 

Mr.  Fischer.  Mr.  Chairman,  we  have  also  completely  revised  the 
forms  on  which  we  ask  the  states  to  submit  their  estimates  in 
order  to  obtain  their  detailed  assumptions  about  program  growth 
by  type  of  service  and  by  category  of  recipient.  We  have  had  our 
people  in  the  field,  as  well  as  the  state  personnel,  trained  in  how  to 
use  those  forms  and  how  to  analyze  them.  We  are  very  hopeful 
that  this  will  eliminate  variances  that  occur  from  one  state  to 
another  in  how  accurate  their  individual  estimates  are. 

To  make  the  estimates  more  real,  we  have  changed  the  form  so 
that  the  budget  estimate  is  an  integral  part  of  the  state's  estimate 
for  the  coming  quarter  for  their  grant  award.  This  has  put  two 
parts  of  the  state  working  together  which  we  hope  will  also  provide 
better  estimates  for  us. 

Mr.  Natcher.  Dr.  Davis,  we  inquire  about  these  estimates  be- 
!  cause  prior  to  your  time  we  had  a  supplemental  request  in  1980  of 
j  $2.1  billion.  That,  of  course,  was  not  good.  It  is  quite  an  amount. 

PRIOR  YEAR  CLAIMS 

Now,  the  bill  language  which  you  are  requesting  for  Medicaid 
'  appears  to  propose  that  we  delete  the  current  appropriation  limita- 
j  tion  on  prior  year  claims.  We  understand  from  your  staff  that  this 
,  may  be  an  error.  What  is  your  current  policy  regarding  this  lan- 
!  guage?  What  do  we  have  now  before  the  committee? 
|     Dr.  Davis.  Mr.  Itteilag. 

Mr.  Natcher.  Go  right  ahead. 

Mr.  Itteilag.  Mr.  Chairman,  it  is  true  that  the  language  we  now 
j  have  before  you  is  among  those  things  that  are  still  being  consid- 
ered by  the  Administration.  As  you  know,  that  language  is  based  in 
effect  on  an  amendment  to  the  authorizing  statute.  It  is  based  on 


I 


24 


Public  Law  96-272  and  is  somewhat  at  variance  with  the  language 
in  use  for  fiscal  1981  which  is  included  in  this  year's  continuing 
resolution  by  reference  to  last  year's  continuing  resolution. 

We  are,  at  the  present  time,  asking  the  Secretary  to  decide 
which  of  these  two  versions  of  control  of  prior  year  claims  he 
prefers  to  put  forth  as  the  policy  of  the  department.  And  when  he 
makes  that  decision,  we  will  be  discussing  the  matter  with  the 
Office  of  Mangement  and  Budget  and  upon  endorsement,  or  what 
we  believe  will  be  endorsement  of  our  proposal,  we  will  then  com- 
municate that  decision  to  the  committee. 

It  is  highly  likely,  Mr.  Chairman,  that  what  we  will  propose  is  an 
extention  of  the  language  which  is  currently  in  this  year's  continu- 
ing resolution.  So  in  that  sense,  it  would  supercede  the  language 
you  now  have  pending  before  you  and  that  is  shown  in  the  justifi- 
cation document. 

Mr.  Natcher.  How  many  requests  for  funds  have  been  denied  to 
date  based  on  the  language  which  was  first  added  in  the  1980 
supplemental?  Can  you  give  us  some  idea  about  that? 

Dr.  Davis.  We  have  a  current  value  of  submitted  but  not  paid 
prior  year  claims  of  $463.4  million.  That  was  as  of  April  10.  That 
was,  as  you  would  recall,  a  result  of  the  extension  of  the  deadline 
to  file  prior  year  claims  up  to  May  15,  1981. 

NUMBER  OF  MEDICAID  RECIPIENTS 

Mr.  Natcher.  The  table  on  page  16  of  the  justifications  indicates 
that  approximately  23  million  persons  will  utilize  Medicaid  benefits 
in  1982.  The  budget  appendix  shows  approximately  18.8  million. 
Now,  what  is  the  difference?  How  do  you  explain  the  difference  in 
the  figure? 

Go  ahead,  Mr.  Fischer. 

Mr.  Fischer.  When  OMB  put  together  the  budget  appendix  it 
reflected  the  former  Administration's  budget.  That  budget,  as  well 
as  our  original  justification  contained  an  error  in  the  way  we 
handled  the  states'  estimates  of  the  number  of  recipients  We  subse- 
quently corrected  that  in  our  justification  and  the  number  for  1982  j 
of  22.9  million  recipients  is  correct. 

It  is  our  understanding  that  OMB  did  not  reissue  the  budget  l 
appendix  that  accompanies  the  President's  budget,  but  continued  I 
to  use  the  old  and  incorrect  numbers. 

Mr.  Natcher.  On  page  17  you  include  a  table  showing  the  distri- 
bution  of  federal  Medicaid  expenditures  by  type  of  service.  That 
table  shows  an  increase  of  over  50  percent  in  just  two  years  in  the  L 
area  of  physician  services. 

Dr.  Davis,  how  do  you  account  for  this  rate  of  increase? 

Dr.  Davis.  That  is  a  reflection  of  the  changes  in  state  expecta- 
tions about  their  programs. 

Mr.  Natcher.  Anything  else? 

Dr.  Davis.  To  the  best  of  our  knowledge  it  is  a  trend  that  the 
states  are  simply  reflecting  in  their  estimate. 

Mr.  Natcher.  Since  this  is  a  50  percent  increase  in  a  two  year 
period — when  you  get  the  transcript  back  now,  Dr.  Davis,  take  a 
good  look  at  the  question. 

Dr.  Davis.  We  will  be  happy  to  comment  for  the  record. 

Mr.  Natcher.  Give  us  an  answer  for  the  record. 
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[The  information  follows:] 

Physician  Cost  Increase  , 

In  an  effort  to  lessen  the  increase  of  program  outlays  in  Fiscal  Years  1981  and 
1982,  some  States  are  encouraging  more  effective  utilization  of  less  expensive  recipi- 
ent services.  Physician  services  are  being  advocated  as  an  alternative  to  costly 
institutional  and  outpatient  clinic  services.  In  addition,  physician  costs  have  been 
low  in  many  States  due  to  reimbursement  practices  which  have  kept  fees  artificially 
low.  In  recent  years  in  response  to  low  participation  rates,  some  States  have  in- 
creased fees.  For  example,  New  York's  physician  services  estimated  costs  increased 
approximately  55  percent  from  fiscal  year  1980  and  fiscal  year  1982.  New  York 
authorized  a  20  physician  fee  increase  from  fiscal  year  1980-1981  in  order  to 
encourage  more  physicians  to  participate  in  the  program.  Pennsylvania  also  insti- 
tuted a  similar  physician  fee  increase  in  fiscal  year  1981. 

These  proposed  fee  increased  and  the  resultant  expected  increase  in  utilization  of 
physician  services  in  fiscal  years  1981  and  1982  account  for  the  substantial  increase 
cited  over  fiscal  year  1980. 

Mr.  Natcher.  Mr.  Porter,  I  yield  to  you  at  this  time. 

CONTROLLING  MEDICAID  COSTS 

Mr.  Porter.  Thank  you,  Mr.  Chairman. 

Dr.  Davis,  we  are  delighted  that  you  are  here  before  the  commit- 
tee. Could  you  describe  for  us  how  the  Administration  at  the  state 
level  will  do  a  better  job  in  capping  and  reducing  the  costs  of 
Medicaid? 

Dr.  Davis.  We  are  asking  for  significant  flexibility  in  terms  of 
waivers,  along  with  the  cap.  We  have  long  heard  from  the  states 
that  they  believe  that  they  could  do  a  better  job  of  administration 
if  they  had  more  flexibility.  For  example,  targeting  services  and 
selectively  reducing  freedom  of  choice  to  allow  for  more  prudent 
purchasing  perhaps  statewide  purchasing  in  some  areas. 

Changes  in  these  areas  would  give  the  states  increased  flexibility 
and  we  believe  would  have  significant  savings  attached  to  them. 
These  savings  could  then  be  utilized  for  basic  services  to  the  man- 
datory eligible. 

Mr.  Porter.  If  you  look  at  some  of  the  initiatives  in  Congress 
today  on  controlling  health  care  costs,  one  of  them  is  the  so-called 
Gephardt-Stockman  bill.  I  am  sure  you  are  familiar  with  it.  As  I 
understand  it,  the  Administration  is  not  going  to  have  their 
thoughts  on  this  issue  before  Congress  for  several  months  yet,  but  I 
wonder  could  you  comment  on,  for  example,  the  Gephardt-Stock- 
man bill  and  what  you  see  as  its  pluses  and  its  minuses? 

Dr.  Davis.  All  of  us  are  involved  at  the  moment  in  looking  at  the 
future  direction  that  the  Administration's  competitive  model 
system  should  take.  It  probably  will  have  elements  that  strongly 
resemble  some  of  those  in  the  Gephardt-Stockman  bill. 

As  you  know,  as  a  Senator,  Secretary  Schweiker,  also  introduced 
a  competitive  model  bill.  Undoubtedly  all  of  those  elements  will 
j  merge  in  one  format  and  we  are  busy  discussing  just  what  the  final 
j  format  of  that  legislation  should  be. 

I  It  is  quite  clear,  however,  that  any  direction  taken  will  have  an 
I  element  which  will  allow  for  choice  by  encouraging  several  plans. 
|  One  would  be  the  adoption  of  an  HMO  type  model.  Another  would 
I  be  a  general  insurance  option.  A  third  would  be  the  insurance 
option  with  some  kind  of  voucher  system  for  encouraging  copay- 
ments  for  doctor's  bills  and  some  sort  of  return  of  that  investment 
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to  the  beneficiary  who  opted  for  that  particular  route.  We  think 
any  model  would  undoubtedly  pick  up  on  those  particular  ele- 
ments. 

Mr.  Porter.  If  you  look  at  the  block  grant  approach  and  apply  it 
to  health  care  alternatives,  how  far  should  the  Federal  Govern- 
ment go  in  providing  safeguards  and  audits  in  this  area? 

In  other  words,  how  much  freedom  are  we  to  allow  the  states 
and  how  much  oversight  should  the  Federal  Government  have,  if 
any? 

Dr.  Davis.  There  is  a  fine  line  there,  because  we  do  want  to  give 
states  some  flexibility.  On  the  other  hand,  we  are  also  aware  of  the 
fact  that  there  are  Federal  dollars  going  into  health  care,  in  that 
respect,  we  will  continue  to  monitor  the  expenditure  of  Federal 
moneys.  We  do  so  now  through  our  quality  control  systems,  and  we 
would  continue  in  some  manner  to  monitor  suing  those  systems. 

Mr.  Porter.  If  you  look  at  the  nursing  profession — and  you  are  a 
professionally  trained  nurse — there  is  a  lot  of  talk  about  a  glut  of 
nurses  today.  And  yet  it  seems  to  me  that  there  is  a  continuing 
need  for  nurses  with  advanced  training  and  special  skill  levels.  I 
wonder  if  you  would  comment  on  this  matter  of  the  nursing  short- 
age situation  in  this  country:  what  the  need  is  and  where  we 
should  emphasize  services? 

Dr.  Davis.  In  my  previous  incarnation,  I  did  testify  before  Con- 
gress on  that  subject  and  I  would  refer  you  to  my  remarks  for  a 
fully  developed  position.  But  briefly,  it  certainly  is  true  that  the 
increase  in  technology  developing  in  this  country  produces  a  need 
for  nurses  with  advanced  educational  preparation  particularly 
those  clinically  able  to  deliver  care  at  the  bedside  or  in  a  home 
health  model.  Thus,  primary  care  and  advanced  education  are  the 
significant  areas  where  the  nursing  profession  must  continue  to 
develop. 

HOME  HEALTH  CARE 

Mr.  Porter.  Can  we  discuss  home  health  care  for  a  minute  and 
the  emphasis  that  the  Administration  may  be  putting  on  this  solu- 
tion as  opposed  to  institutionalized  care? 

It  seems  to  me  home  health  care  is  an  idea  whose  time  has 
arrived.  We  really  ought  to  emphasize  putting  our  dollars  into 
providing  people  with  care  in  their  own  home  setting  as  a  benefit 
to  health;  but  also  as  a  way  of  keeping  costs  down  and  in  prevent- 
ing unnecessary  institutionalization.  What  is  the  Administration's 
policy  or  thrust  in  this  critical  area? 

Dr.  Davis.  We  too  believe  that  we  have  to  look  at  some  alterna- 
tives to  the  significant  explosion  that  has  occurred  in  long  term 
care.  Currently,  as  you  know,  roughly  40  percent  of  the  budget  in 
Medicaid  goes  for  long  term  care.  We  will  be  looking  at  some 
demonstration  projects  in  the  area  of  home  health  care.  I,  too,  have 
an  interest  in  that  and  will  continue  to  encourage  more  research 
and  demonstrations  in  this  particular  area. 
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PSRO  PHASEDOWN 

Mr.  Porter.  Could  you  tell  us  what  would  happen,  what  would 
fill  the  role  that  is  presently  filled  by  PSROs,  if  in  fact  they  are 
eliminated  as  the  Administration  plans? 

Dr.  Davis.  We  anticipate  that  the  PSROs  now  judged  of  high 
quality  would  survive  by  contracting  with  the  private  sector.  Not 
all  of  the  PSROs  are  bad,  but  not  all  of  them  are  good  either.  When 
you  look  at  a  difficult  budget  situation  and  you  try  to  decide  where 
your  dollar  flow  should  be,  and  you  have  a  program  that  has  only  a 
marginal  cost-benefit  ratio,  it  seems  reasonable  to  make  a  decision 
to  phase  out  Federal  support. 

It  is  our  anticipation,  that  phasing  out  PSRO's  over  three  years 
would  give  those  who  do  have  better  records  the  ability  to  try  to 
get  private  funding  in  order  to  continue.  Also,  we  anticipate  that 
the  introduction  of  the  competitive  model  system  will  provide  sig- 
nificant incentives  for  the  industry  to  try  to  curb  utilization. 

Mr.  Porter.  Thank  you  very  much,  Dr.  Davis. 

Mr.  Natcher.  Mr.  O'Brien. 

Mr.  O'Brien.  Thank  you,  Mr.  Chairman. 

Welcome,  Dr.  Davis. 

Dr.  Becker,  President  of  the  American  Association  of  PSROs 
wrote  a  letter  to  the  Administrator  of  HCFA  about  possible  termi- 
nation of  some  PSROs.  Do  you  anticipate  that  the  Health  Stand- 
ards Quality  Bureau  would  undertake  terminating  any  PSROs 
prior  to  our  determining  at  what  level  of  funding  the  program 
might  be  continued? 

Dr.  Davis.  No,  we  would  not  be  terminating  any  PSROs  other 
than  the  ones  that  would  have  been  terminated  from  the  viewpoint 
of  poor  performance  for  which  we  already  have  standards. 

Mr.  O'Brien.  With  which  the  PSRO  people  presumably  would 
agree? 

Dr.  Davis.  Yes. 

Mr.  O'Brien.  Mr.  Chairman,  I  have  a  letter  from  an  actuarial 
firm  dealing  with  the  matter  of  the  CBO  evaluation.  Doctor,  I 
would  like  to  read  just  one  paragraph  from  it.  I  would  invite  your 
review  of  it  and  comments  back  to  members  of  the  committee.  It  is 
dated  April  9th,  from  Milliman  And  Robertson  Consulting  Actu- 
aries. It  reads: 

Because  of  our  lack  of  confidence  in  the  technique  used  and  our  inability  at  this 
time  to  recommend  a  quantitative  technique  which  is  appropriate,  we  believe  that  a 
critical  actuarial  analysis  of  the  CBO  study's  assumptions  and  conclusions  would  not 
be  productive.  If  we  were  to  advise  your  committee  regarding  a  basis  for  making  a 
decision  as  to  the  future  of  the  PSRO  or  a  successor  program,  we  would  have  to 
recommend  that  you  solicit  the  qualitative  judgments  of  expert  professionals  in  the 
health  care  delivery  and  financing  fields,  rather  than  to  rely  on  numerical  results 
from  the  sort  of  research  underlying  the  HCFA  or  CBO  studies. 

|  I  would  appreciate  your  reviewing  this  and  giving  us  your  com- 
i  ments  on  it. 

J     Dr.  Davis.  I  would  be  happy  to  provide  it  for  the  record. 
[The  letter  follows:] 
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Milliman  &  Robertson,  Inc., 

Consulting  Actuaries, 
Wayne,  Penn.,  April  9,  1981. 

Hon.  George  M.  O'Brien, 
Member  of  Congress, 
Washington,  D.C. 

Dear  Congressman  O'Brien:  In  response  to  your  letter  of  April  2,  1981,  seeking 
advice  regarding  an  independent,  actuarial  analysis  of  CBO's  evaluation  of  the 
effect  of  the  PSRO  program,  we  have  given  serious  consideration  to  the  possibility  of 
performing  such  a  study.  We  have  concluded,  however,  that  we  must  decline  to  do 
so.  In  the  remainder  of  this  letter,  I  would  like  to  explain  our  general  thoughts  on 
the  matter  and  the  reason  for  our  declination. 

The  hospital  industry  in  this  country  is  marked  by  the  lack  in  nearly  all  instances 
of  an  effective  competitive  marketplace  in  which  to  sell  its  services.  Revenue  to  the 
industry  is  channelled  largely  through  third  party  payors,  on  a  cost  reimbursement 
or  similar  basis.  This  has  given  rise  to  the  development  and  evolution  of  a  wide 
range  of  utilization  and  price  control  efforts.  Among  them  are: 

Insurer  review  of  medical  necessity  and  contractual  coverage  of  services. 

PSRO  and  other  review  of  Medicare /Medicaid  utilization. 

State  rate-setting  or  budget  review  activities. 

Insurer  rate-setting  or  budget  review  efforts  and  coverage  or  reimbursement 
limits. 

Certificate  of  Need  requirements  and  other  limitations  on  supply  and  expansion 
of  capacity. 

Medicare  and  Medicaid  requirements  and  limitations. 

All  of  these  efforts  reflect  an  acceptance  of  a  non-competitive  marketplace  and 
are  directed  at  compensating  for  its  absence;  the  major  alternative,  of  course,  is  to 
direct  efforts  at  increasing  the  competitiveness  of  the  industry. 

The  above  efforts  at  controlling  the  cost  of  hospital  care  (i.e.,  attempting  to 
compensate  for  the  absence  of  an  effective  competitive  environment)  have  an  inter- 
acting composite  effect,  which  is  cumulative  and  frequently  gradual  over  time.  A 
wide  variety  of  examples  can  be  cited  which  provide  circumstantial  evidence  that 
their  presence  has  a  deterring  effect  on  costs  (at  least  part  of  which  is  due  to 
education  and  setting  of  expectations  of  norms).  Their  removal  tends  to  lead  to  a 
reversion  in  economic  behavior  to  patterns  of  rapid  increases  in  consumption  of 
financial  resources,  unless  they  can  be  replaced  by  a  more  effective  long  term 
approach. 

The  research  and  statistical  techniques  typically  used  in  measuring  the  effect  of 
an  effort  such  as  the  PSRO  program  were  designed  for  use  with  phenomena  in  an 
environment  which  does  not  change  significantly  over  time  and  in  which  a  control 
group  can  be  established.  Such  techniques,  in  our  opinion,  are  seriously  deficient  for 
these  purposes  in  three  major  respects.  First,  medical  care  delivery,  attitudes 
toward  its  usage,  and  its  financing  are  time-heterogeneous  (i.e.,  not  static  over  time),  j 
so  that  pre-PSRO  and  post-PSRO  sorts  of  comparisons  are  not  meaningful.  Second,  I 
wide  variations  in  the  characteristics  of  and  attitudes  toward  the  usage  of  health  j 
care  services  exist  among  geographic  areas.  Therefore,  areas  without  PSRO  pro-  i 
grams  cannot  be  used  properly  as  a  control  group  for  comparison  with  areas  with 
PSRO  programs.  Finally,  the  PSRO  program's  effect  cannot  be  viewed  in  isolation 
from  the  entire  system  and  history  of  controls.  Predecessor,  concurrent,  and  alterna- 
tive successor  activities  cannot  be  ignored. 

The  techniques  used  by  CBO  in  its  analysis  of  the  effect  of  the  PSRO  program  are  [ 
considered  standard,  and  CBO  was  careful  to  note  various  difficulties  and  deficien-  \ 
cies  and  to  qualify  the  conclusions  to  be  drawn.  We  believe,  however,  that  these 
weaknesses — coupled  with  the  basic  inadequacies  of  the  technique  used  for  evalua-  - 
tion  of  a  program  such  as  this — are  sufficiently  material  as  to  make  the  numerical 
results  meaningless.  Unfortunately,  however,  techniques  for  dealing  with  such  phe-  I] 
nomena  are  not  presently  available. 

Because  of  our  lack  of  confidence  in  the  technique  used  and  our  inability  at  this  time 
to  recommend  a  quantitative  technique  which  is  appropriate,  we  believe  that  a  critical 
actuarial  analysis  of  the  CBO  study's  assumptions  and  conclusions  would  not  be 
productive.  If  we  were  to  advise  your  committee  regarding  a  basis  for  making  a 
decision  as  to  the  future  of  the  PSRO  or  a  successor  program,  we  would  have  to 
recommend  that  you  solicit  the  qualitative  judgments  of  expert  professionals  in  the 
health  care  delivery  and  financing  fields,  rather  than  to  rely  on  numerical  results 
from  the  sort  of  research  underlying  the  HCF  or  CBO  studies. 
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I  hope  this  letter  will  be  of  some  value  to  you  as  you  weigh  the  many  consider- 
ations regarding  the  funding  of  the  PSRO  program.  Please  don't  hesitate  to  contact 
us  if  we  can  be  of  assistance. 
Sincerely, 

Ronald  G.  Harris,  F.S.A., 

Consulting  Actuary. 


HCFA  Comments  on  Millman  and  Robertson  Letter  to  Congressman  George 

M.  O'Brien 

HCFA  agrees  with  the  independent  actuarial  consulting  firm  of  Millman  and 
Robertson  that  an  actuarial  analysis  of  the  CBO  study  assumptions  and  conclusions 
is  not  likely  to  be  productive. 

Actuarial  analyses  are  essentially  forecasts  of  future  behavior  based  on  observed 
relationships.  Neither  the  assumptions  or  the  techniques  utilized  in  the  evaluation 
studies  are  actuarially  based.  The  CBO  studies  represent  comparisons  of  PSRO 
areas  to  areas  without  PSROs.  Therefore,  actuarial  studies  are  essentially  powerless 
in  this  instance. 

It  is  for  this  reason  that  the  consultants  have  correctly  declined  to  attempt  an 
actuarial  analysis  of  CBO's  evaluation. 

Millman  and  Robertson  discuss  certain  weaknesses  in  applying  regression  tech- 
niques to  nonexperimental  data  and  conclude  that  the  results  are  therefore  mean- 
ingless. Both  CBO  and  HCFA  used  this  technique,  understood  its  weaknesses  and 
clearly  stated  its  limitations.  It  is  our  belief  that,  while  the  regression  results  should 
be  interpreted  with  caution,  they  are  not  meaningless. 

We  would  like  to  remind  the  committee  that  neither  CBO  nor  HCFA  have  ever 
advised  the  use  of  .  .  .  "numerical  results  from  the  evaluation  findings  .  .  ."as  the 
only  measure  of  PSRO  program  success.  HCFA  has  relied  quite  extensively  upon 
the  qualitative  judgments  of  health  care  experts  both  in  the  interpretation  and 
conduct  of  evaluation  results. 

UTILIZATION  REVIEW  COSTS 

Mr.  O'Brien.  In  the  event  that  this  Congress — and  it  is  a  fair 
presumption  it  might  not — but  in  the  event  it  will  not  repeal  the 
Utilization  Review  requirements  of  the  Social  Security  Act  in  the 
foreseeable  future,  what  would  be  the  budgetary  impact  on  total 
review  activities  supported  by  the  Federal  government,  both  in 
terms  of  budget  authority  and  payments  from  the  trust  fund? 

Mr.  Fischer.  Mr.  O'Brien,  our  assumptions  about  the  cost  of 
Utilization  Review  are  that  per  admission  reviewed  its  costs  ap- 
proximately the  same  as  hospital  review  under  the  PSRO  program. 
For  every  admission  not  covered  under  a  PSROs  there  would  be  a 
corresponding  increase  in  the  Medicare  benefit  costs  of  approxi- 
mately the  same  amount. 

I  think  the  target  rate  for  an  admission  under  review  presently 
is  $9  per  admission.  So  it  would  be  a  $9  shift  in  effect  from  the 
PSRO  account  into  the  Medicare  benefits  or  on  the  Medicaid  side 
into  Medicaid  were  that  utilization  review  requirement  not  re- 
pealed. 

Mr.  O'Brien.  I  had  the  impression  that  utilization  review  literal- 
j  ly  costs  more.  Maybe  my  facts  are  different  from  yours.  I  would 
(  appreciate  some  information  from  you  when  you  get  around  to  it, 
!  with  respect  to  how  you  equate  those  two  figures  at  the  same  level. 
|  Mr.  Fischer.  Yes,  sir. 
j     [The  information  follows:] 

Utilization  Review  Costs 

Since  utilization  review  costs  are  an  unspecified  portion  of  hospital  general  ad- 
ministrative expenses,  it  is  not  possible  to  accurately  identify  the  cost  of  utilization 
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review  per  discharge^  PSRO  average  unit  cost,  determined  by  dividing  the  total  cost 
of  hospital  review  by  the  number  of  admissions  reviewed,  amounts  to  $9.00. 

Inasmuch  as  the  $9.00  unit  cost  experienced  by  PSROs  is  the  best  estimater 
available,  we  have  used  this  average  cost  to  calculate  utilization  review  expenditure 
projections. 

Mr.  O'Brien.  If  you  terminated  an  ineffective  PSRO  Doctor, 
would  a  neighboring  program  assume  the  review  activities? 

Dr.  Davis.  We  would  assume  that  that  might  be  a  possibility. 

Mr.  O'Brien.  Would  that  require  legislation? 

Mr.  Kelly.  We  have  some  flexibility  under  current  legislation. 
However,  there  is  legislation  being  introduced  that  would  give  us 
the  necessary  flexibility  to  procede  with  the  terminations,  and 
eliminate  present,  time-consuming  procedural  requirements. 

COMPETITIVE  INITIATIVE 

Mr.  O'Brien.  Doctor,  do  you  have  any  idea  when  the  competition 
based  financing  program  might  be  submitted  to  Congress?  Is  the 
responsibility  for  drafting  that  within  your  area? 

Dr.  Davis.  No.  We  are  only  working  as  part  of  the  whole  team  in 
the  Department  on  that.  We  would  anticipate  that  this  legislative 
program  might  be  submitted  by  the  end  of  the  summer. 

Mr.  O'Brien.  By  the  end  of  the  summer? 

Dr.  Davis.  If  not  earlier. 

Mr.  O'Brien.  I  have  heard  some  criticisms  that  the  competition 
plan  merely  exchanges  regulation  of  health  care  providers  for  regu- 
lation of  insurers  and  providers.  Would  you  have  any  comment  on 
that? 

Dr.  Davis.  I  had  not  heard  that  comment  myself.  We  certainly  do 
not  view  the  preliminary  developments  heading  in  that  direction. 

PROVIDER  REIMBURSEMENT  REVIEW  BOARD 

Mr.  O'Brien.  With  respect  to  the  Provider  Reimbursement 
Review  Board,  you  have  quite  a  backlog  of  cases  in  that  area,  do  ! 
you  have  an  idea  of  how  long  a  time  it  takes  from  time  of  filing  a 
case  to  the  final  disposition? 

Dr.  Willging.  I  will  submit  that  specific  data  for  the  record.  It  is  j 
too  long  though,  Mr.  O'Brien.  I  have  had  recent  chats  with  the 
Chairman  of  the  Provider  Reimbursement  Review  Board  to  see 
whether  we  can  provide  a  desirable  resource.  We  clearly  have  an 
intolerable  situation  in  terms  of  the  number  of  cases  an  attorney 
on  the  Review  Board  staff  has  to  deal  with.  I  am  taking  some  pains 
to  see  where  we  can  provide  the  support  the  PRRB  needs  to  speed 
up  that  procedure  and  at  least  get  the  work  down  to  managable 
levels. 

[The  information  follows:] 

Provider  Reimbursement  Review  Board  Case  Processing 

The  total  average  processing  time  is  about  21  months;  however,  only  about  three 
to  four  months  of  the  processing  time  involves  direct  actions  of  the  Board.  The 
balance  of  the  time  is  predominantly  accounted  for  because  of  numerous  extensions 
of  time  requested  by  the  parties  for  either  the  submission  of  their  position  papers 
(briefs)  and/or  postponements  of  scheduled  hearings.  These  extensions  of  time  are 
beneficial  to  the  parties.  This  is  true  because  of  the  complexities  of  the  reimburse- 
ment issues  and  the  large  dollar  amounts  in  controversy  requiring  considerable 
discussions  and /or  negotiations  between  the  parties  as  well  as  research  time  needed 
by  the  parties  in  developing  their  case.  Further,  the  record  prepared  before  the 
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PRRB  is  the  only  record  for  submission  upon  judicial  review  because  courts  do  not 
permit  de  novo  proceedings.  Therefore,  it  is  incumbent  upon  the  appellant  to  make 
the  best  effect  in  terms  of  both  the  resolution  of  issues  and  the  preparation  of  the 
record  at  the  PRRB  level. 

An  analysis  of  the  existing  cases  in  process  plus  an  analysis  of  cases  that  have 
gone  through  the  entire  appeals  process  show  that  the  appellant  generally  requests 
numerous  extensions  for  the  filing  of  position  papers  and  scheduling  of  the  hearing 
so  that  the  total  elapsed  time  is  considerably  longer  than  the  minimum  processing 
time  (7  months)  theoretically  permissible  within  the  regulations. 

Currently,  cases  in  progress  slightly  exceed  800.  However,  approximately  77%  of 
these  cases  are  still  in  the  process  of  being  developed  and  are  in  various  stages 
whereby  the  parties  have  requested  extensions  of  time,  e.g.,  extended  time  to  submit 
position  papers,  extended  time  for  discovery,  to  hold  case  in  abeyance  pending  court 
actions  in  other  cases  with  similiar  issues,  etc.  On  the  other  hand,  only  about  23 
percent  are  in  various  stages  within  the  Board's  immediate  control,  e.g.,  being 
scheduled  for  a  hearing,  or  where  a  hearing  has  been  completed  and  a  decision  is  in 
the  process  of  being  rendered  and/or  published.  With  respect  to  cases  within  the 
Board's  control,  the  mean  processing  time  for  an  appeal  from  the  hearing  stage  to 
the  release  of  a  decision  is  approximately  90  days,  which  includes  30  days  for  the 
preparation  of  a  transcript  and  another  30  days  for  the  parties  to  make  further 
submissions  to  the  Board,  i.e.,  post  hearing  average  of  one  year  to  submit  position 
papers.  Generally,  three  to  four  extensions  of  time  are  granted  with  respect  tot  he 
submission  of  position  papers;  also,  postponements  of  scheduled  hearings  are  fre- 
quently encountered.  These  extensions  of  time  are  beneficial  to  the  parties  because 
some  issues  will  be  resolved  and  in  some  instances  the  entire  appeal  can  be  re- 
solved, thereby  obviating  the  need  for  a  hearing.  The  Board's  experience  shows  that 
approximately  37%  of  the  cases  filed  are  dismissed  predominantly  because  of  ad- 
ministrative resolutions. 

Mr.  O'Brien.  It  is  my  impression  that  the  Secretary  frequently 
reverses  the  decision  of  the  board.  Is  that  generally  true? 

Dr.  Willging.  The  Secretary  often  reverses  the  decision  of  the 
board.  Only  on  a  couple  occasions  has  he  reversed  the  decision  in 
favor  of  the  provider.  That  has  produced  ongoing  concern  as  to 
whether  or  not  providers  have  an  opportunity  to  a  fair  and  equita- 
ble hearing.  It  is  one  of  the  issues  I  have  taken  under  advisement 
since  becoming  Deputy  Administrator. 

In  many  cases,  because  of  the  resources  that  have  been  made 
available  to  the  board,  they  do  not  have  an  adequate  administra- 
tive records  file  to  allow  them  to,  access  prior  decisions,  deal  with 
outstanding  judicial  rulings  or  effectively  analyze  prior  policy 
statements,  prior  judicial  pronouncements  and,  in  fact,  some  of 
their  own  prior  decisions.  I  think  this  is  largely  a  question  of  the 
resources  that  have  been  made  available. 

My  sense  is  that  the  need  for  the  Secretary  to  reverse  the  board 
can  be  somewhat  diminished  if  we  can  provide  greater  support  to 
the  board. 

Mr.  O'Brien.  I  can  understand  that  there  ought  to  be  a  heavy 
presumption  running  with  the  decision  of  the  board.  Every  now 
and  then  you  would  like  to  see  a  decision  reversed  in  favor  of  the 
provider  just  to  make  sure  you  are  giving  it  proper  attention? 

Dr.  Willging.  I  understand  what  you  are  saying,  sir. 

ILLINOIS  PROPOSAL  FOR  RATE  SETTING 

Mr.  O'Brien.  Doctor,  I  understand  the  department  is  reviewing 
an  application  from  the  Illinois  Health  Finance  Authority  for  a 
waiver  with  respect  to  prospective  rate  setting.  Participation  by 
Medicare  in  the  Illinois  system  would  represent,  I  guess,  the  first 
time  the  agency  has  provided  such  a  waiver  for  research  at  the 
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state  level  program,  for  one  which  has  not  really  been  in  operation 
yet. 

I  was  wondering  if  it  is  prudent  to  permit  the  Illinois  Health 
Finance  Authority  to  administer  in  excess  of  $2  billion  in  the  first 
year  of  the  experiment  without  some  kind  of  a  track  record  to  go 
by? 

Dr.  Davis.  We  have  just  received  that  request.  It  will  be  evaluat- 
ed in  our  office  of  Research,  Demonstrations  and  Statistics. 

Mr.  O'Brien.  Let  me  elaborate  on  that  a  little  bit  more.  I  under- 
stand there  are  at  least  two  bills  in  the  General  Assembly  in  the 
State  of  Illinois  that  would  abolish  that  authority.  Unless  the  law 
is  extended,  it  would  go  out  of  business  on  the  1st  of  October  with 
only  one  year  of  hospital  rate  setting.  That  is  October  1st,  1982. 

I  don't  know  how  you  feel,  but  I  would  be  concerned  about  the 
problems  arising  from  participating  in  a  program  with  such  a 
doubtful  future. 

Dr.  Davis.  We  have  been  apprised  of  that,  Mr.  O'Brien.  Thank 
you  for  bringing  it  to  our  attention. 

Mr.  O'Brien.  I  have  a  few  more  questions  with  respect  to  the 
prospective  rate  setting  that  I  will  submit  for  the  record. 

Mr.  O'Brien.  I  would  also,  Dr.  Davis,  like  to  put  in  the  record,  if 
the  Chairman  will  permit,  for  you  to  take  a  look  at  and  provide 
some  answers  to,  an  Illinois  Hospital  Association  position  paper  on 
the  rate  setting  program  with  respect  to  Illinois.  There  is  a  list  of 
reasons  which  generated  the  industry's  opposition.  I  would  appreci- 
ate your  attention  to  those. 

Dr.  Davis.  Fine. 

Mr.  O'Brien.  Thank  you,  Doctor. 
[The  position  paper  follows:] 
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I  HA  POSITION  PAPER  ON  HOSPITAL  RATE  SETTING  IN  ILLINOIS 


On  September  11,  1978,  Governor  Thompson  of  Illinois  signed  the 
Illinois  Health  Finance  Authority  Act.    This  Act  created  a  ten- 
member  Authority  charged  with  developing  and  implementing  a  program 
of  hospital  rate  setting.    Since  then  the  Authority  has  devoted 
its  time  to  organizing  its  staff  and  developing  rules  and  regulations 
to  carry  out  its  purpose.    Not  until  December,  1980,  did  the  Authority 
first  publish  its  first  set  of  proposed  rules ;  these  rules  were  then 
subjected  to  series  of  public  hearings  in  early  January,  1981.  As 
a  result  of  those  hearings,  the  Authority  made  minor  revisions  to 
its  rules  and  republished  them  for  public  comment. 

Those  new  rules  were  published,  on  March  6,  1981,  in  the  Illinois 
Register.    These  rules  are  subject  to  a  4S-day  comment  period,  after 
which  time  the  Authority  intends  to  have  them  published  as  final, 
adopted  rules.    The  Authority's  current  time  table  for  implementation 
calls  for  hospital  rate  setting  to  begin  some  time  in  early  1982. 

Before  that  system  can  be  implemented,  however,  two  important 
events  must  occur.    First,  because  the  legislation  creating  the 
Authority  requires  the  Federal  Medicare  Program  to  agree  to  be 
bound  by  the  Authority's  rate  determinations,  the  Federal  Health 
Care  Financing  Administration  must  agree  to  issue  a  waiver  of 
current  Medicare  reimbursement  rules.    Without  the  HCFA 
waiver,  the  IHFA  cannot  set  hospital  rates  in  Illinois.  A 
request  for  that  waiver  will  be  forwarded  to  HCFA  not  later 
than  April  6,  19  81. /the  second  important  event  is  the  statutory 
requirement  that  the  Authority's  proposed  rules  be  subjected 
to  scrutiny  by  the  Joint  Committee  on  Administrative  Rules 
of  the  Illinois  General  Assembly.    The  Joint  Committee  has 
the  authority,  under  appropriate  circumstances,  to  prohibit 
the  filing  of  regulations  which  seriously  violate  legislative 
intent  or  which  are  unnecessarily  burdensome  or  costly  to 
implement. 

Although  the  hospital  industry  in  Illinois  supported  the  197  8 
legislation  which  created  the  Illinois  Health  Finance  Authority, 
the  Board  of  Trustees  of  the  Illinois  Hospital  Association  voted 
at  its  February  27,  1981  meeting  to  "withdraw  endorsement  of  rate 
review  and  to  oppose  implementation  of  the  system  as  it  is 
proposed  by  the  Finance  Authority."    That  action  reflects  the 
hospital  industry's  assessment  of  the  extent  to  which  the  rate 
setting  system  developed  by  the  Health  Finance  Authority  has 
deviated  from  the  legislative  intent  of.  the  statute  the 
industry  endorsed  only  three  years  ago. 

Approval  of  the  Health  Finance  Authority's  request  to  HCFA 
for  a  Medicare  waiver  is  neither  in  the  best  interests  of 
Illinois  hospitals  nor  the  best  interests  of  the  Federal  Govern- 
ment.    It  is  obviously  not  in  the  best  interests  of  Illinois 
hospitals  because  without  that  waiver  IHFA  will  not  be  able, 
under  current  legislation,  to  set  Illinois  hospital  rates. 
But  there  are  sound  reasons  why  it  is  also  not*  in  the  best 
interests  of  the  Federal  Government  to  issue  such  a  waiver: 
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1.  One  criterion  upon  which  HCFA  is  required  by 
statute  and  its  own  regulations  to  determine 
whether  a  waiver  request  should  be  granted  for 
participation  in  a  demonstration  project  (the 
technical  term  used  to  describe  programs  seeking 
federal  waivers)  is  that  any  program  for  which 

a  waiver  is  approved  should  have  the  capacity 

to  demonstrate  new  or  alternative  methods  of  

setting  hospital  rates.    The  program  proposed 
to  be  implemented  in  Illinois  constitutes  no 
more  than  an  amalgam  of  prospective  rate 
projects  already  in  progress  in  other  states, 
including  Maryland,  Washington,  New  Jersey 
and  Rhode  Island.     Nothing  substantially 
different  or  new  stands  to  be  learned  from 
the  proposed  Illinois  program. 

2.  This  form  of  rate  regulation  flies  in  the  face 
of  the  atmosphere  the  Reagan  Administration  is 
trying  to  create,  including  such  current  con- 
gressional proposals  as  the  Gephardt- Stockman 
legislation  to  promote  competition  and  de- 
regulation in  the  health  care  field. 

3.  Illinois  is  the  largest  state  in  terms  of  the 
number  of  institutions  and  dollars  of  needed 
hospital  financial  requirements  to  seek  Medi- 
care participation  in  a  comprehensive,  mandatory 
rate  review  program.     Furthermore,  the  system  - 
reporting  forms ,  methodology  and  competence 

of  the  Authority  staff  and  program  -  is  untested. 
In  no  other  state  in  which  Medicare  has  agreed 
to  participate  has  it  done  so  without  requiring 
the  state  rate  review  agency  to  have  established 
a  prior  track  record  of  rate  setting  for  non- 
federal programs.     Even  if  HCFA's  only  exposure 
is  cash  flow,  a  ten  percent  margin  of  error  in  just 
one  year  could  result  in  a  $175  million  additional 
shortfall  for  the  Administration's  budget. 

4.  The  Illinois  General  Assembly  has  elected  to 
retain  control  over  the  continuation  of  the 
system  through  inclusion  in  the  present  legis- 
lation of  a  provision  which  automatically  repeals 
the  Illinois  Health  Finance  Authority  Act  on 
October  1,  1982.     It  would  be  irrational  for  the 
Federal  Government  to  agree  to  embark  on  a  three 
to  five  year  experiment  in  the  face  of  an 
existing  repealer  provision  which  would  become 
effective  within  six  to  nine  months  of  the  im- 
plementation date  of  the  system.     In  fact, 
because  of  legislation  now  pending  in  the 
Illinois  General  Assembly  to  immediately  repeal 
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this  law,  it  is  possible  that  the  Health  Finance 
.Authority  Act  will  not  even  last  until  the 
current  termination  date  of  October  1,  1982. 

5.     The  waiver  request  that  will  be  filed  by  the 
Illinois  Health  Finance  Authority  on  April 
6th,  constitutes  a  request  for  the  Federal 
Government  to  sign  a  blank  check.    The  rules 
currently  proposed  by  IHFA  govern  only  the 
first  year  of  operation  of  what  they  propose 
to  be  a  five  year  demonstration  project.  No 
rules  currently  exist  to  describe  the  details 
of  the  Authority's  operations  in  the  second 
and  succeeding  years  of  rate  setting.  In 
addition,  the  Uniform  Reporting  System  developed 
by  the  Authority  as  the  vehicle  by  which 
hospitals  will  define  their  financial  require- 
ments and  upon  which  the  IHFA  will  base  its 
rate  decisions  is  still  under  revision  and  has 
not  been  exposed  to  public  comment  as  a  rule  under 
the  state's  Administrative  Procedures  Act.  The 
Uniform  Reporting  System  is  such  an  integral 
element  of  the  Authority's  rate  setting  system 
that  any  decision  by  HCFA  to  issue  a  waiver  in 
advance  of  an  appropriately  tested  and  reviewed 
reporting  system  is  premature. 

Aside  from  those  reasons  directly  bearing  on  a  federal  interest 
which  dictate  against  the  issuance  of  a  waiver  by  the  Health  Care 
Financing  Administration,  there  are  numerous  reasons  supporting  the 
decision  of  Illinois  hospitals  to  oppose  implementation  of  this 
rate  setting  system.    An  evaluation  of  many  of  these  same  reasons 
will  play  a  key  role  as  the  Joint  Committee  on  Administrative 
Rules  determines  whether  or  not  to  prohibit  the  adoption  of  the 
Health  Finance  Authority's  rules.    Furthermore,  many  of  the  hospital 
industry's  concerns  are  likely  to  result  in  serious  and  prolonged 
litigation  if  adopted  by  the  Authority.     Either  event  -  the 
possibility  that  JCAR  will  prohibit  the  adoption  of  these  rules 
or  the  certainty  of  litigation  -  should  serve  as  a  further  basis 
for  the  Federal  Government  to  deny  issuance  of  a  waiver  at  this 
time. 

The  following  is  a  list  of  reasons  upon  which  the  industry's 
opposition  is  "baaed:   . 

1.     The  proposed  rules  are  at  odds  with  the  enabling  legis- 
lation and  its  intent. 

— — — — — — — — — — — —  / 

A.     The  Authority  is  currently  negotiating  a  payor 
discount  for  Medicare,  Medicaid  and  Blue  Cross, 
Provision  of  such  discounts  will  perpetuate  the 
current  inequities  of  the  present  reimbursement 
system  which  cause  certain  classes  of  health 
care  purchasers   Ccomraercially  insured  and  private 
pay  patients)  to  subsidise  the  cost  of  care  provided 
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to  other  classes  of  purchasers   (Medicaid,  Medi- 
care, Blue  Cross).     The  Illinois  Health  Finance 
Authority  Act  requires  that  all  categories  of 
payors  be  treated  equitably  and  that  hospital 
financial  requirements  be  apportioned  "  ... 
without  unfair  discrimination  among  types  of 
health  care  services,  purchasers  and  third-party 
payors."    The  substantial  discounts  proposed  for 
certain  payors  is  not  consistent  with  this  pro- 
vision for  equitable  treatment. 

B.     The  Authority  has  endorsed  a  policy  to  restrict 
gepar^flental  cross  subsidization  in  hospitalsT" 
jTany  hospi  tals ,  "li"ke  Otner  ousinesses,  operate" 
certain  departments  at  a  margin  in  order  to 
operate  other  activities  needed  to  provide  a 
full  range  of  necessary  services  to  their 
communities.     The  proposed  rules  will  result 
in  a  series  of  "rate  orders"  for  each  of  a 
hospital's  revenue  departments  rather  than 
an  aggregate  rate  order  to  meet  the  institution's 
overall  revenue  requirements. 

The  proposed  rules  have  the  potential  for  forcing  hospitals 
to  ration  care  and  to  interfere  with  the  practice  of 
mecicme. 

A.  The  Authority  plans  to  control  the  volume  of  hospital 
services  by  limiting  revenues  for  increases  in 
hospital  admissions.     Complex  formulae  are  included 
which  would  not  meet  the  hospital  financial  require- 
ments occasioned  by  increases  in  volume.  The 
Authority  has  ignored  the  role  of  the  physician. 

"ana  tne  eirect  or  consumer  dgm'^ds  nn  the  amount 
6t  services  provided  "in  hospitals  and  is  attempting 
to  force  "hospitals  to  ration  tnose  services? 

B.  The  Authority  will  limit  increases  in  the  intensity 
or  nospital  services.     Intensity  of  care  refers  to 
the  amount  and  degree  of  care  required  by  a  patient. 
For  example,  the  modem  trend  of  treating  increased 
numbers  of  patients  in  ambulatory  programs  results 
in  persons  who  finally  are  admitted  as  inpatients 
being,  on  the  average,  more  seriously  ill  and 
requiring  more  intesive  medical  and  nursing  care. 

In  addition,  we  are  faced  with  an  aging  population; 
this  population  group  requires  more  medical  care  - 
both  quantitatively  and  qualitatively  -  than  the 
patient  population  in  general.     This  also  affects 
the  intensity  factor.     However,  the  Authority 
proposes  an  "intensity"  factor  which  recognizes 
less  than  20%  of  what  the  Federal  Government's 
Health  Care  Financing  Administration  considers 
to  be  appropriate.     Further,  according  to  the 
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Authority's  proposed  rules,  that  figure  could 
be  reduced  or  eliminated  in  the  second  and 
future  years  of  operation.     Under  the  proposed 
system,  Illinois  hospitals  will  be  forced  to 
maintain  the  status  quo  in  health  services  since 
no  room  for  enhancement  is  provided.  Hospitals 
will  be  forced,  as  a  result  of  this  payment 
system,  to  control  the  type  of  medicine 
practiced,  and  to  reduce  to  lower  levels  the 
quality  of  care  now  practiced  in  those 
hospitals. 

3.     The  Authority  intends  to  encourage  Medicare  participation 
by  creating  a  "contingency  liability"  which  will  allow 
Medicare  to  recoup  from  Illinois  hospitals  or  from  other 
payors  any  added  costs  of  participating  in  the  Illinois 
rate  review  program.    A  principal  understanding  of  those 
who  supported  the  legislation  and  who  voted  for  it  was 
that  all  participants  in  this  rate  setting  system  would 
be  equally  at  risk.    Providing  a  special  opportunity 
for  one  participant  -  Medicare  -  to  avoid  risk  is 
totally  inconsistent  with  the  legislative  intention 
behind  the  program.     Inclusion  of  this  provision  is 
likely  to  result  in  protracted  litigation. 

If  additional  information  is  required  or  if  there  are  any  questions 
concerning  the  material  provided  in  this  paper,  please  contact  Roger 
Quick,  Alan  Chamison  or  Kenneth  Robbins  at  the  headquarters  of  the 
Illinois  Hospital  Association  in  Oak  Brook,  Illinois. 
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HCFA  COMMENTS   ON   I HA  POSITION  PAPER 

The  Illinois  Hospital  Association   (IHA)   position  paper 
raises   a  number  of   issues   relating  to  a  proposed  hospital 
prospective   rate  setting  experiment   in  Illinois.  The 
Medicare  and  Medicaid  waivers  necessary  to  implement  this 
demonstration  were  requested  by  the  Illinois  Health  Finance 
Authority   in  a  formal  application  No.    95-P-98084/5-01  dated 
April  6,  1981. 

HCFA  has  previously  received  copies  of  this   IHA  posi- 
tion paper  from  the  Hospital  Association  and  many  of  its 
member  hospitals.      The  actual  decision  regarding  the 
Illinois   application  will  be  made  in  accordance  with  the 
formal  grant  review  process   established  by  HCFA.  This 
process   includes   the  thorough  review  and  evaluation  of  all 
proposals  by  a  technical  panel  of   experts   from  within  and 
outside  the  Department.      The  issues   raised  by  IHA  will  be 
considered  during   this   formal  review  process.  Although 
HCFA  staff   is   also   currently  reviewing  the  application, 
that  review  is  not   complete.      It  would  be  inappropriate 
for  HCFA  to  present   a  position  on  the   individual  issues 
in  the  IHA  paper  prior  to   the  formal  review  of  the  Illinois 
application,   since  such  a  presentation  might   serve  to 
prejudice  that  review. 
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Mr.  Natcher.  All  right. 
Mr.  Stokes. 

BASIS  FOR  INCREASE  UNDER  MEDICAID  CAP 

Mr.  Stokes.  Thank  you,  Mr.  Chairman. 

Dr.  Davis,  can  you  tell  us  the  basis  for  the  decision  to  allow  for 
only  a  five  percent  increase  in  fiscal  year  1982  for  the  Medicaid 
program?  Can  you  tell  us  why  it  is  not  ten  percent  or  fifteen 
percent?  Why  the  five  percent? 

Dr.  Davis.  I  cannot  give  a  full  justification  for  the  percentage, 
because  that  was  before  my  tenure  as  Administrator.  I  would 
assume  the  five  percent  was  adopted  because  of  the  great  necessity 
to  cap  that  particular  area. 

Why  not  ten  percent  or  more?  I  think  that  would  have  probably 
been  too  insignificant  a  change.  The  five  percent  cap  was  felt  to  be 
feasible.  If  you  couple  the  five  percent  cap  with  some  flexibility 
options  such  as  waiver  on  the  freedom  of  choice  provisions  or 
competitive  purchase  of  medical  services,  or  other  prudent  buyer 
concepts — for  example,  statewide  buying  of  certain  selective  drugs, 
significant  savings  can  be  accomplished. 

States  have  told  us  over  a  prolonged  period  of  time,  that  more 
flexibility  could  result  in  some  internal  savings.  I  think  the  five 
percent  increase  was  probably  judiciously  arrived  at  by  that 
method. 

Mr.  Stokes.  What  I  am  trying  to  determine  is  the  analytical 
basis  for  your  decision.  Was  your  decision  just  basically  an  arbi- 
trary one? 

Dr.  Davis.  My  impression  would  be,  sir,  that  that  specific  ques- 
tion might  better  be  answered  by  OMB  than  by  us. 

Dr.  Willging.  I  don't  think  there  was  the  kind  of  analysis  which 
suggested  exactly  how  much  a  state  could  save  in  terms  of  the 
flexibility  being  proposed. 

As  Dr.  Davis  indicated,  it  was  thought  to  be  an  achievable 
number  as  far  as  reductions  in  outlays  by  the  states  were  con- 
cerned, if  they  were  given  that  flexibility.  But  in  terms  of  a  very 
specific  analysis,  whether  it  should  be  7.5  percent,  or  five  percent, 
no,  that  wasn't  done.  But  certainly  some  judgment  was  applied  as 
to  whether  it  was  a  reasonable  figure.  It  was  concluded  that  the 
figure  was  reasonable. 

Mr.  Stokes.  How  will  the  $1.2  billion  reduction  which  you  pro- 
pose to  save  under  the  medicaid  spending  cap  be  distributed  among 
the  states?  Will  some  states  be  adversely  affected  more  than 
others? 

Dr.  Davis.  We  would  be  using  the  states'  own  estimates  in  the 
November  submission. 

Dr.  Willging.  Essentially,  Mr.  Stokes,  if  you  look  at  the  states' 
own  estimates  submitted  last  November,  we  have  taken  the  pro- 
rated share  for  each  state  as  a  part  of  the  estimate  and  distributed 
for  1981  the  $100  million  reduction.  The  1982  reduction  would  be  so 
distributed  also.  So  the  formula  is,  to  a  considerable  extent,  a 
direct  result  of  the  state's  own  choices  in  terms  of  what  kind  of  a 
program  they  were  suggesting  be  put  in  place  as  of  November  1980. 

Mr.  Stokes.  Won't  the  end  result  be  that  some  states  are  going  to 
be  more  adversely  affected  than  others? 
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Dr.  Willging.  To  the  extent  that  states  were  perhaps  on  the 
verge  of  making  decisions  which  would  have  called  for  program 
expansions,  it  is  true  those  states  would  not  have  the  kind  of  funds 
they  would  have  needed  for  those  types  of  expansions. 

IMPACT  OF  SOCIAL  SPENDING  CUTS  ON  MEDICAID 

Mr.  Stokes.  The  President  has  proposed  a  number  of  federal 
spending  reductions  which  include  terminating  CETA  public  serv- 
ice employment  jobs,  the  reducing  of  food  stamp  benefits,  cutting 
housing  subsidies,  etc. 

Is  it  not  likely  that  the  Medicaid  eligible  population  will  increase 
as  a  result  of  these  budget  reductions?  Have  you  considered  the 
impact  of  these  budget  reductions  or  the  ability  of  the  states  to 
stay  within  the  spending  limitations  imposed  by  the  proposed  med- 
icaid cap? 

Dr.  Davis.  The  President  does  have  a  council,  of  which  Secretary 
Schweiker  is  a  member,  that  is  looking  at  the  overall  impact  of  a 
number  of  these  decisions.  It  is  our  anticipation,  however,  Mr. 
Stokes,  that  the  major  problem  for  us  all  is  the  economy  and  if  we 
achieve  an  economic  recovery,  the  significant  savings  to  everybody 
will  offset  the  possibility  of  reductions  along  the  line.  The  needy 
will  benefit  significantly  if  we  can  curb  the  inflation  spiral. 

Mr.  Stokes.  As  a  result  of  the  spending  cuts  in  these  other 
programs  that  I  have  referred  to — CETA,  food  stamps,  etc. — it 
seems  that  we  will  have  additional  Medicaid  eligibles.  So,  problems 
in  containing  medicaid  expenditures  may  actually  be  compounded 
by  this  additional  eligible  population. 

What  I  am  asking  is  whether  you  have  in  some  way  factored  this 
possibility  into  the  whole  equation  of  effectuating  medicaid  sav- 
ings? 

Dr.  Davis.  Mr.  Stokes,  I  can't  comment  any  further  on  that 
myself,  other  than  to  again  reiterate  that  I  do  know  that  there  is  a 
Cabinet  level  committee  that  will  be  looking  at  this  in  greater 
detail. 

Mr.  Stokes.  Doesn't  it  seem  to  you,  that  we  are  in  all  probability 
going  to  encounter  this  situation? 

Dr.  Davis.  I  really  can't  comment  on  that  particular  possibility. 
What  we  are  trying  to  do  is  to  guarantee  that  the  categorically 
eligible  will  have  mandatory  services.  Beyond  that,  the  states  can 
look  at  the  optional  services  they  might  wish  to  provide  or  cover- 
age of  optional  groups. 

These  are  difficult  times  and  we  all  have  to  look  at  programs  in 
respect  to  the  overall  economic  picture.  It  seems  to  me  if  we  can 
get  a  handle,  on  the  economy  and  lower  the  inflation  rate,  then  we 
are  doing  good  for  everyone.  Therefore,  we  may  be  making  some 
difficult  choices  along  the  way. 

Mr.  Stokes.  Please  furnish  for  the  record  an  analysis  of  the 
additional  Medicaid  costs  associated  with  the  proposed  reductions 
in  other  federal  assistance  programs? 

I  think  this  is  an  important  issue  for  this  subcommittee  to  con- 
sider in  evaluating  the  proposed  medicaid  cap. 

[The  information  follows:] 
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Impact  of  Federal  Cuts  on  Medicaid 

Reductions  in  other  Federal  programs  which  impact  on  a  family's  income  may 
ultimately  affect  the  Medicaid  program.  Since  Medicaid  eligibility  is,  in  large  meas- 
ure, based  upon  an  individual's  eligibility  for  the  AFDC  and  SSI  programs,  changes 
to  other  Federal  programs  which  increase  or  decrease  the  number  of  recipients  for 
these  programs  will  indirectly  affect  Medicaid.  Also,  reductions  in  other  programs 
affecting  family  income  could  impact  the  number  of  persons  eligible  for  Medicaid  as 
medically  needy  in  those  States  which  cover  the  medically  needy. 

At  the  same  time,  improvements  in  the  economy  based  on  the  Administration's 
economic  policies  which  prompt  increases  in  family  income,  will  also  affect  eligibil- 
ity for  Federal  programs,  such  as  Medicaid. 

It  is  not  possible  to  quantify  specifically  how  all  these  changes  could  impact  on 
Medicaid.  We  can  determine,  however,  the  effect  of  some  of  the  Administration's 
proposed  changes,  such  as  those  relating  to  the  AFDC  program. 

Approximately  1.1  million  individuals  currently  receiving  AFDC  payments  would 
no  longer  be  eligible  for  AFDC  based  on  proposed  program  reductions.  Some  of  these 
are  children  18-20  years  old  and  adults  associated  with  that  family  unit,  who  would 
no  longer  be  categorically-eligible  for  AFDC,  or  therefore  for  Medicaid. 

Of  the  1.1  million  total,  60  percent  have  incomes  which  would  exceed  the  AFDC 
standards  and  live  in  the  30  States  with  medically  needy  programs.  Approximately 
19  percent  of  these  persons  have  incomes  below  the  medically  needy  level  and  could 
be  eligible  on  that  basis. 

Some  of  the  remainder  of  individuals  with  incomes  above  the  medically  needy 
standard  in  their  State  would  be  likely  to  "spenddown"  into  Medicaid.  It  is  impossi- 
ble, however,  to  estimate  this  number. 

CAP  EFFECT  ON  REIMBURSEMENT  LEVELS 

Mr.  Stokes.  A  significant  number  of  physicians  do  not  now 
accept  Medicaid  patients  because  of  low  reimbursement  rates.  How 
would  your  proposed  Medicaid  cap  affect  provider  reimbursement 
levels  and  physician  participation  in  the  medicaid  program? 

Dr.  Davis.  Along  with  the  cap,  we  are  anticipating  asking  for 
additional  flexibility  to  allow  states  to  eliminate  requirements  with 
respect  to  the  methods  of  reimbursement.  We  expect  that  they  can 
eliminate  barriers  to  payments  for  all  providers;  perhaps  on  a 
prepaid  capitation  basis  or  through  competitive  bidding. 

Dr.  Willging.  If  anything,  Mr.  Stokes,  given  the  proposals  by  the 
President,  physician  reimbursement  in  Medicaid,  which  has  in 
some  cases  been  a  problem,  could  conceivably  be  increased  as  a 
result  of  the  flexibility  also  being  proposed  by  the  President. 

Right  now,  the  states  are  prohibited  from  paying  more  to  physi- 
cians participating  in  Medicaid  for  a  given  service  than  would  have 
been  paid  by  Medicare  in  that  same  locale.  States  for  some  years 
asked  for  the  flexibility  which  would  allow  them  to  effect  reim- 
bursement toward  low  areas  of  service.  They  often  get  hung  up  on 
that  statutory  provision  which  does  not  allow  them  to  exceed  Medi- 
care. 

So  although  the  decisions  would  be  up  to  the  states,  the  kind  of 
flexibility  we  are  talking  about,  might  provide,  in  fact,  greater 
participation  if  states  chose  that  option. 

Mr.  Stokes.  Since  1965  when  the  Federal  Government  estab- 
lished medicare  and  Medicaid,  I  think  we  would  all  have  to  admit 
that  medical  care  for  the  poor  has  improved.  We  also  know  that 
the  elderly  now  have  better  medical  care.  For  example,  life  expec- 
tancy for  all  sexes  and  races  has  increased. 

Now,  when  you  talk  of  turning  these  programs  over  to  the 
states — programs  which  were  established  because  the  States  were 
not  progressing  in  an  acceptable  fashion — aren't  you  concerned 
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that  federal  accomplishments  in  improving  the  availability  and 
quality  of  health  care  will  fall  by  the  wayside? 

Dr.  Davis.  No  sir.  During  this  past  15  year  interval,  we  have 
worked  very  closely  with  the  states.  They  certainly  are  as  familiar 
as  we  or  more  so,  with  the  issues  and  probably  more  so  with  the 
major  issues  that  deal  with  the  medical  problems  in  their  own 
communities.  Because  of  our  joint  experience  with  them,  we  believe 
that  they  are  better  able  to  manage  these  programs  than  we  would 
be  at  this  time.  I  believe  that  the  states  would  certainly  be  as 
responsive  in  meeting  the  needs  of  the  population  as  we  are. 

Mr.  Stokes.  I  hope  you  are  right.  I  hope  that  we  are  not  once 
again  relegating  the  poor  to  second  class  medical  care. 

I  just  have  one  other  question.  Can  you  tell  us  how  your  budget 
addresses  the  question  of  provider  fraud  and  abuse  in  the  medicaid 
program? 

Dr.  Davis.  Within  our  budget  we  do  have  the  quality  control 
component.  We  also  expect  that  our  Medicare  intermediaries  and 
carriers  will  continue  to  do  selected  tracking  or  focusing  in  certain 
area.  As  you  know,  the  Secretary  has  indicated  that  fraud  and 
abuse  is  an  area  for  which  he  has  significant  concern  and  that  he 
will  increase,  if  anything,  his  own  personal  oversight  in  that  area. 

Mr.  Stokes.  I  ask  that  because  I  certainly  do  not  want  to  see  the 
medicaid  consumer  penalized  for  provider  waste,  fraud  and  abuse. 

Thank  you. 

Thank  you,  Mr.  Chairman. 

FEDERAL  PAYMENT  FOR  MEDICARE  PART  B 

Mr.  Natcher.  Now,  Dr.  Davis,  let's  turn  next  to  the  payments  to 
Health  Care  Trust  Fund.  As  you  know,  your  budget  proposes  to 
increase  this  payment  by  almost  $5  billion  in  one  year.  We  under- 
stand this  is  due  primarily  to  the  increase  in  the  federal  payment 
to  the  Supplemental  Medical  Insurance  Trust  Fund.  Tell  us,  if  you 
will,  please,  why  this  50  percent  increase  in  one  year  is  necessary? 
It  is  quite  an  increase,  Dr.  Davis. 

Dr.  Davis.  Yes,  we  are  aware  of  that,  sir.  Actually,  what  hap- 
pened was  that  when  the  1981  adequate  rate  was  promulgated  the 
part  (b)  trust  fund  contingency,  that  is,  the  balance  minus  its  lia- 
bilities, was  estimated  to  be  about  22  percent  of  1981  estimated  in- 
curred expenditures.  Because  of  that,  our  request  for  federal  fund- 
ing for  1981  was  reduced  in  order  to  use  up  part  of  that  excess 
contingency. 

Unfortunately,  when  we  were  attempting  to  reduce  the  contin- 
gency, our  actual  outlays  for  fiscal  1980  and  1981  came  in  higher 
than  we  had  estimated.  As  a  result,  the  contingency  is  now  below 
an  actuarially  sound  level  and,  in  fact,  will  soon  be  depleted. 

It  is  our  intention  to  rebuild  the  contingency  back  to  approxi- 
mately the  range  of  11  and  14  percent  in  order  to  have  it  at  a 
sound  level  consistent  with  past  practice.  This  effort  combined  with 
normal  benefit  increases  make  for  a  large  request,  when  compared 
against  a  base  that  contanied  an  underestimate  and  attempted  to 
reduce  the  contingency. 
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Mr.  Natcher.  Would  you  say  that  the  budget  requests  for  1980 
and  1981  were  inadequate  when  they  were  requested? 

Dr.  Davis.  We  did  not  know  at  that  time  that  the  request  would 
not  be  adequate,  but  time  has  proven  that  we  did  underestimate. 

Mr.  Natcher.  In  both  of  those  years? 

Dr.  Davis.  Yes  sir. 

Mr.  Natcher.  The  justifications  indicate  that  a  substantial 
amount  of  the  1982  request  is  needed  to  restore  the  trust  fund  to 
an  actuarially  sound  basis  by  increasing  the  contingency  margin. 
How  have  you  determined  what  level  of  contingency  margin  is 
necessary? 

Dr.  Davis.  Mr.  Fischer. 

Mr.  Natcher.  Go  right  ahead,  Mr.  Fischer. 

Mr.  Fischer.  Yes  sir.  The  Social  Security  Act  requires  that  the 
trust  fund  be  established  on  an  accrued  basis  which  means  at  the 
end  of  each  year  the  fund  must  contain  sufficient  resources  to  pay 
for  all  the  services  rendered  but  not  yet  billed. 

Also,  it  directs  the  Secretary  to  include  an  appropriate  amount 
for  a  contingency  margin  to  take  care  of  estimating  errors,  fluctu- 
ations, things  of  that  nature. 

In  looking  at  similar  types  of  funds  in  the  commercial  insurance 
area,  our  actuaries  determined  that  the  proper  contingency  margin 
target  is  between  11  and  15  percent  of  the  following  year's  incurred 
expenditures.  Over  the  last  few  years,  the  end  of  year  contingency 
has  ranged  from  a  high  in  1979  of  22  percent  to  where  at  the  end  of 
1981,  because  of  the  underestimates  for  1980  and  1981,  we  actually 
project  that  the  contingency  will  be  depleted  and  that  the  fund  will 
not  have  a  sufficient  balance  to  pay  for  all  of  its  accrued  services. 

Mr.  Natcher.  According  to  our  records,  the  end  of  year  balance 
in  the  Part  (b)  trust  fund  has  averaged  $4.3  billion  over  the  last 
five  years  and  has  never  exceeded  $4.8  billion.  Your  budget  pro- 
poses an  end  of  the  year  balance  in  1982  of  $6.3  billion.  Why  such  a 
large  increase? 

Mr.  Fischer.  Sir,  the  end  of  the  year  balance  is  directly  related 
to  the  level  of  the  outlays  under  the  Part  B  program  which  has 
been  growing  over  the  past  five  years  at  an  average  rate  of  19 
percent.  If  we  are  to  continue  to  meet  the  statutory  requirements 
to  operate  on  an  accrued  basis  and  to  maintain  a  contingency,  the 
balance  has  to  grow  in  proportion  with  the  expansion  of  beneift 
outlays.  At  the  end  of  benefit  year  or  old  fiscal  year  1982,  we  will 
have  a  $6.1  billion  balance  in  the  fund;  $4.3  billion  to  pay  the 
liabilities  which  have  not  yet  come  due  and  a  $1.8  billion  contin- 
gency. 

I  would  also  add,  sir,  that  the  beneficiaries  pay  into  this  fund  on 
an  accrued  basis  as  well.  So  the  government  matches  their  premi- 
um with  this  contribution  to  keep  that  fund  actuarially  sound  and 
solvent. 

Mr.  Natcher.  If  you  will,  insert  in  the  record  at  this  point  a 
detailed  statement  snowing  why  you  need  this  large  increase  in  the 
contingency  margin  and  how  you  calculated  the  level  necessary  to 
preserve  an  actuarially  sound  program.  Insert  that  in  the  record, 
please. 

[The  information  follows:] 
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Request  for  Supplementary  Medical 
Medical  Insurance  Trust  Fund  Contingency 


The  increase  over  FY  1981  in  the  FY  1982  request  for  the  Federal 
Payment  for  the  Supplementary  Medical  Insurance  (SMI)  trust  fund  is  $4.8 
billion.  Part  of  this  amount  is  related  to  the  trust  fund  contingency.  The 
purpose  of  the  request  is  not  to  increase  the  relative  size  of  the  contingency 
but  to  rebuild  it  in  anticipation  of  it  being  depleted  during  FY  1981. 

The  Social  Security  Act  requires  that  the  SMI  trust  fund  be  financed 
on  an  incurred  cost  basis  with  an  appropriate  amount  for  contingency 
margin.  Thus,  the  trust  fund  balance  is  supposed  to  provide  not  only  for 
services  already  rendered  but  not  yet  billed  (liabilities),  but  it  should  also  be 
large  enough  to  provide  for  estimating  error  and  the  lag  time  that  is 
involved  in  making  adjustments  for  errors  (contingency). 

On  a  benefit  year  basis  (July- June),  for  the  period  1976  -  1980,  the  end 
of  year  contingency  has  been  as  high  as  19.4%  of  the  following  year's 
incurred  expenditures.  During  one  year,  1976,  the  contingency  was  depleted. 
In  the  two  most  recent  premium  promulgations  before  1982,  the  actuaries, 
through  the  adequate  rate,  attempted  to  maintain  a  contingency  at  14.7% 
and  12.3%  for  1980  and  1981,  respectively.  It  is  currently  estimated  that  the 
contingency  for  1980  will  be  9.8%  and  that  the  contingency  will  be  depleted 
by  the  end  of  1981.  If  this  request  is  approved,  the  contingency  will  be 
restored  to  9.8%  at  the  end  of  1982.  A  second  adjustment  to  the 
contingency  is  planned  in  1983  to  bring  it  to  a  level  of  12.4%. 

Breakdown  of  End  of  Year  Balance  in  SMI  Trust  Fund 


(Benefit  Year  Basis  (July  -  June),  Dollars  in  Millions) 


1976 

1977 

1978 

1979 

1980 

1981 

1982 

1983 

ASSETS 
(End  of  Year 

1,324 

2,260 

3,834 

4,883 

4,657 

3,906 

6,127 

7,742 

LIABILITIES... 
(%  of  assets) 

1,526 
(115%) 

1,843 
(82%) 

2,382 
(62%) 

2,810 
(58%) 

3,385 
(73%) 

3,924 
(100.5%) 

4,357 
(71%) 

5,123 
(66%) 

ASSETS  MINIS 
LIABILITIES.  1/ 
(%  of  assests) 

-  202 
(-15%) 

417 
(18%) 

1,452 
(38%) 

2,073 
(42%) 

1,272 
(27%) 

-  18 
(-.5%) 

1,770 
(29%) 

2,619 
(34%) 

ASSETS  MINUS 
LIABILITIES  AS 
A  PERCENT  OF 
NEXT  YEAR'S 
EXPENDITURES.. 

-  3.2% 

5.5% 

16.3% 

19.4% 

9.8% 

-  0.1% 

9.8% 

12.4% 

1/  If  the  fund  s  assets  minus  its  liabilities  is  a  positive  number,  that  number  is  the  contingency. 
There  was  no  contingency  at  the  end  of  (FY  1976,  it  is  estimated  that  there  will  be  no  con- 
tingency at  the  end  of  OFY  1981. 

When  the  premium  for  1981  was  promulgated,  the  trust  fund  had  an 
estimated  end  of  year  contingency  of  22%  of  the  following  year's  incurred 
expenditures.  Since  this  level  was  higher  than  what  the  actuaries  try  to 
maintain,  a  negative  margin  for  contingency  was  built  into  the  actuarial 
rate  for  1981  to  reduce  some  of  the  excess.  Unfortunately,  while  the 
contingency  was  being  reduced,  actual  outlays  for  1980  and  1981  were 
higher  than  our  estimates  at  that  time.  As  a  result,  by  the  end  of  1981,  not 
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only  is  it  anticipated  that  the  contingency  will  be  depleted,  but  that  the 
trust  fund's  assets  will  not  be  sufficient  to  cover  its  liabilities.  Thus  our 
request,  rather  than  increasing  the  size  of  the  contingency,  is  an  attempt  to 
restore  it  to  an  appropriate  level  over  a  two-year  period.  The  request  is  a 
54%  increase  over  1981  for  four  reasons.  First,  the  1981  request 
underestimated  benefit  outlays.  Second,  the  1981  request  contained  a 
negative  margin  for  contingency  while  the  1982  request  contains  a  positive 
margin.  Third,  the  1982  request  contains  a  $.6  billion  adjustment  for  1981. 
Finally,  benefit  outlays  are  up  nearly  16%. 

As  stated  earlier,  part  of  the  requested  FY  1982  increase  is  for 
restoring  the  contingency.  Providing  for  a  smaller  contingency  than  is 
requested  would  represent  a  change  in  the  financing  of  the  trust  fund  that 
the  Department  could  not  support.  It  should  be  kept  in  mind  that  the 
actuarial  rate  must  be  promulgated  before  it  can  be  determined  with  any 
certainty  whether  the  actuarial  promulgation  in  the  two  previous  years  was 
adequate.  In  effect,  each  appropriation  includes  a  correction  for  the  two 
previous  years  as  well  as  our  estimate  for  the  current  year.  During  the 
period  FY  79  -  FY  80,  although  the  average  two  year  projection  error  for 
SMI  benefit  outlays  estimates  was  5.2%,  the  range  of  error  was  from  .9%  to 
-11.3%.  Thus,  the  contingency  request  compensates  both  for  the  lag 
inherent  in  the  promulgation  process  and  for  the  difficulty  involved  in 
estimating  the  impact  of  inflation,  utilization,  and  billing  practice  changes 
on  SMI  outlays. 

We  believe  that  a  substantial  degree  of  protection  is  justified  to 
ensure  that  our  enrollees  receive  the  benefits  for  which  they  have  paid  their 
monthly  premiums. 

BENEFIT  OUTLAY  ESTIMATING  ERROR  RATES  -  SMI  PROGRAM 


%  Error 

%  Error 

One  Year 

Two  Year 

|  FY 

Projection 

Projection 

1980 

:-4.7% 

-5.5% 

*  1979 

-0.4 

1.8 

1978 

3.3 

6.9 

1977 

2.3 

0.9 

1976 

0.3 

-11.3 

Absolute  value            2. 2% 

■  5.2% 

average 
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MEDICARE  CONTRACTORS 

Mr.  Natcher.  Now,  Dr.  Davis,  let's  take  up  the  program  manage- 
ment account.  I  believe  you  are  proposing  to  delete  bill  language 
which  provides  for  a  $10  million  contingency  reserve  for  Medicare 
contractor  costs.  Why  is  that  no  longer  necessary? 

Dr.  Davis.  When  the  budget  was  put  forth  our  experience  showed 
that  the  basic  workload  had  been  quite  predictable  and  that  the 
level  of  provider  auditing  had  been  very  stable.  We  were  therefore 
able  to  predict  with  some  degree  of  accuracy  the  level  of  inflation 
to  be  experienced  by  the  Medicare  contractors.  Because  of  that,  it 
had  not  been  necessary  to  use  the  contingency  reserve  at  all  in  the 
past  years. 

However,  very  recent  review  of  fiscal  year  1981  indicates  that 
there  is  a  high  probability  we  may  have  to  use  the  contingency  for 
the  first  time.  This  is  because  our  workloads  have  increased  abnor- 
mally and  inflation  has  also  impacted  on  non-personnel  services 
costs  much  more  than  was  anticipated  in  the  fiscal  year  1981 
budget  forecast.  If  this  trend  continues,  we  might  have  to  amend 
our  fiscal  year  1982  proposal  to  allow  for  a  contingency. 

COMPETITIVE  HEALTH  CARE  LEGISLATION 

Mr.  Natcher.  The  budget  request  pending  before  the  committee, 
as  you  know,  Dr.  Davis,  provides  for  the  phase-out  of  the  PSRO 
program  over  the  next  two  years,  I  believe  after  your  competitive 
health  care  legislation  is  in  place.  When  do  you  expect  that  the 
legislative  proposal  on  competition  will  be  transmitted  to  the  Con- 
gress? And  please  when  do  you  expect  the  new  program  to  become 
effective? 

Dr.  Davis.  We  anticipate  that  the  legislative  proposal  on  compe- 
tition will  probably  be  forwarded  in  the  summer.  As  to  when  it 
would  take  effect,  it  will  take  a  couple  of  years  to  move  into  the 
process.  We  would  anticipate  that  implementation  could  occur 
rather  shortly  after  the  bill  had  been  passed  by  Congress.  We 
certainly  could  not  predict  how  long  it  would  take  to  get  through 
the  Congress.  We  hope  that  it  will  move  rather  expeditiously 
through. 

IMPACT  OF  PSRO  PROGRAM 

Mr.  Natcher.  Dr.  Davis,  are  you  familiar  with  the  evaluation  of 
the  PSRO  program  which  has  been  done  by  your  office,  as  well  as 
the  Congressional  Budget  Office  over  the  last  several  years? 

Dr.  Davis.  Yes  sir,  I  have  studied  those. 

Mr.  Natcher.  Would  you  summarize  for  the  committee  the  con- 
clusion which  the  most  recent  studies  have  reached  about  the  cost 
of  this  program  versus  the  budget  savings  which  it  produces? 

Dr.  Davis.  The  two  evaluations  found  that  the  PSROs  achieved 
some  cost  savings  through  a  reduction  of  inappropriate  days  of 
hospital  care.  The  savings  for  fiscal  1982  were  estimated  at  about 
$170  million.  That  was  based  on  an  analysis  indicating  a  nation- 
wide reduction  of  about  1.7  percent  in  days  of  care  per  1,000 
enrollees. 

Individual  PSRO's  and  regions,  however,  vary  widely,  with  some 
PSROs  having  no  positive  impact  at  all  on  utilization  rates  in  their 
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areas.  So,  the  overall  savings  achieved  are  really  not  significant 
enough  to  warrant  continuation  of  federal  support.  That  is  why  we 
are  recommending  a  three  year  phase-out  of  PSROs. 

Mr.  Natcher.  Apart  from  the  issue  of  cost,  Dr.  Davis,  what  is 
your  personal  view  of  the  overall  impact  which  this  program  has 
had  on  the  quality  of  medical  care  in  this  country?  Good,  bad,  or 
indiferent,  what  category  would  you  put  it  in,  Dr.  Davis? 

Dr.  Davis.  I  would  put  it  in  the  indifferent  category.  Let  me  tell 
you  why.  Most  hospitals,  in  their  bylaws,  mandate  monitoring  of 
quality  control  activities  themselves.  Also  quality  review  is  man- 
dated by  JCAH  and  other  groups.  Therefore,  in  terms  of  impact  on 
quality,  I  think,  there  are  a  number  of  arenas  that  would  have 
more  significant  impact  than  the  PSROs. 

I  also  must  tell  you  that  I  speak  from  a  somewhat  biased  view- 
point having  looked  at  our  own  local  PSRO  impact  from  my  previ- 
ous role  in  Ann  Arbor.  I  am  probably  one  of  the  few  people  that 
took  about  half  a  day  and  read  their  entire  report  for  the  period  of 
time  they  served  the  University  Hospital.  It  was  abundantly  clear 
to  me  that  there  was  very  little  impact  on  the  particular  activities 
carried  out  there.  So  I  approach  it  from  that  point  of  view,  too. 

PSRO  PHASEOUT 

Mr.  Natcher.  All  right.  Now,  your  budget  proposes  to  terminate 
100  of  the  185  existing  PSROs  during  1981,  and  1982.  What  stand- 
ards are  being  used  to  determine  who  will  get  continued  funding? 

Dr.  Davis.  We  are  in  the  process  of  developing  termination  crite- 
ria. The  performance  criteria  will  be  developed  and  have  been 
initially  discussed  both  with  regional  areas  and  the  AAPSRO.  All 
of  our  PSROs  have  had  an  opportunity  to  comment  on  the  criteria. 
We  see  criteria  having  specific  categories  that  are  covered,  with 
weights  assigned  to  those;  roughly  13  percent  of  the  criteria  will 
relate  to  organization  and  program  management,  and  about  36 
percent  to  review  of  operations  and  compliance.  The  larger  part, 
roughly  51  percent,  will  be  a  performance  review  of  the  impact  and 
its  potential  impact.  We  are  at  the  moment  collecting  data  from 
the  regional  offices. 

Mr.  Kelly,  Do  you  want  to  add  to  that? 

Mr.  Kelly.  The  regions  over  the  last  two  weeks  and  for  another 
week,  will  be  applying  these  to  aspects  of  the  PSRO's  performance. 
These  are  the  types  of  criteria  we  have  used  over  the  last  four  or 
five  years  to  evaluate  PSROs.  80  PSROs  commented  on  the  criteria 
we  are  using,  plus  the  AAPSRO.  We  hope  sometime  toward  the 
end  of  May  we  will  be  able  to  make  decisions  within  the  Adminis- 
tration about  which  PSROs,  based  on  the  1981  budget  and  what 
this  committee  does  with  the  1981-82  budgets,  might  have  to  be 
terminated. 

Mr.  Natcher.  How  many  PSROs  have  been  terminated  up  to 
this  time? 

Mr.  Kelly.  There  have  been  seven  PSROs  terminated  so  far.  In 
addition,  there  was  one  voluntary  termination.  That  PSRO  found 
out  that  it  would  be  easier  to  operate  with  the  area  north  of  it,  so 
it  voluntarily  combined  with  that  PSRO.  Seven  were  terminated 
for  being  ineffective.  Four  others  presently  have  letters  telling 
them  that  by  July  1st,  if  certain  things  haven't  changed,  they  will 
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also  be  terminated.  An  additional  one  is  in  the  process  now.  The 
termination  letter  is  being  prepared  to  be  sent. 

Based  on  the  budget  concerns  of  the  last  few  months,  one  more 
PSRO  in  California  has  volunteered  to  leave  the  program  as  of 
July  1st  and  there  are  seven  PSROs  that  have  a  warning  letter 
explaining  some  of  the  things  they  need  to  correct.  An  additional 
eight  PSROs,  I  believe,  have  statements,  in  their  grant  agreement, 
that  if  some  areas  of  their  methods  of  carrying  out  their  responsi- 
bilities aren't  changed,  they  will  be  terminated. 

Mr.  Natcher.  Mr.  Stokes. 

PROVIDER  FRAUD  AND  ABUSE 

Mr.  Stokes.  Mr.  Chairman,  I  have  one  further  question  relating 
to  provider  fraud  and  abuse  in  the  medicaid  program.  I  would  like 
to  know  the  projected  dollar  amount  in  savings  you  anticipate  from 
eliminating  provider  fraud  and  abuse  in  the  medicaid  program?  If 
you  prefer  to  provide  that  for  the  record,  that  would  be  fine. 

Dr.  Davis.  I  think  we  might  better  provide  that  for  the  record, 
Mr.  Stokes. 

[The  information  follows:] 

Eliminating  Provider  Fraud  and  Abuse 

Let  me  first  of  all  say  that  I  do  not  believe  that  we  will  ever  be  able  to  entirely 
eliminate  provider  fraud  and  abuse  activities.  Regardless  of  the  intensity  with 
which  we  attack  provider  fraud  and  abuse,  and  regardless  of  the  resources  that  we 
bring  to  bear,  there  will  always  be  some  level,  however  small,  of  fraudulent  and 
abusive  activities  being  engaged  in  by  health  care  providers. 

Recognizing  this,  our  goal  is  to  develop  and  implement  a  system  of  internal 
controls,  and  a  program  of  administrative,  civil,  and  criminal  penalties  designed 
first  of  all  to  deter  would-be  offenders  from  ever  engaging  in  fraudulent  or  abusive 
activities.  For  that  small  group  of  providers  refusing  to  engage  in  legal  and  medical- 
ly sound  practices,  the  internal  control  systems  and  penalty  programs  are  designed 
to  identify  offenders,  and  to  appropriately  penalize  these  offenders  to  deter  them 
from  engaging  in  similar  activities  in  the  future. 

While  we  can  identify  how  much  we  have  saved  through  these  efforts,  we  are 
unable  to  estimate  what  percentage  of  the  total  level  of  fraud  and  abuse  these 
savings  represent.  However,  I  think  the  important  question  is  not  how  much  fraud 
and  abuse  exists,  nor  how  much  we  could  possibly  save  by  eliminating  provider 
fraud  and  abuse  activities — since  these  are  questions  for  which  there  just  aren't 
reliable  estimates  or  methods  for  estimating — but  rather  can  we  be  doing  more  to 
identify,  deter,  and  penalize  these  activities,  and  what  will  additional  efforts  actual- 
ly save  us.  We  believe  that  we  can  do  more,  by  using  our  current  resources  more 
effectively,  and  by  being  provided  with  additional  authorities  and  resources  (such  as 
under  the  Civil  Money  Penalty  proposal  being  submitted  to  the  Congress)  to 
strengthen  our  capability. 

Dr.  Davis.  We  have  been  looking  at  the  whole  area  of  fraud  and 
abuse  and  have  actually  expelled  some  providers  from  the  Medi- 
care and  Medicaid  programs.  About  147  physicians  and  other 
health  care  practitioners  have  been  expelled  as  a  result  of  criminal 
conviction  and  53  providers  have  been  expelled  for  program  viola- 
tions of  a  non-criminal  nature. 

But  I  would  have  to  submit  for  the  record  the  volume  of  dollars 
associated  with  that. 

Mr.  Stokes.  That  will  be  fine  if  you  want  to  expand  upon  that 
for  the  record. 

Dr.  Davis.  Yes. 

Mr.  Stokes.  Thank  you  very  much. 
Thank  you,  Mr.  Chairman. 
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RESEARCH  REQUEST 

Mr.  Natcher.  Your  budget  proposes  to  continue  a  budget  of  $46 
million  for  research  and  demonstration.  How  much  of  this  is  for 
new  studies,  Dr.  Davis? 

Dr.  Davis.  About  $4  million  is  for  new  initiatives.  The  largest 
part  of  that  budget  is  for  continuation  of  ongoing  projects,  Mr. 
Chairman. 

Mr.  Natcher.  The  table  on  page  66  of  the  justifications  indicates 
that  the  $46  million  for  1982  is  to  be  distributed  in  exactly  the 
same  manner  as  the  $46  million  available  in  1981.  Why  no  change? 
Just  in  the  same  manner,  is  that  correct,  no  changes  here  at  all? 

Dr.  Davis.  There  will  be  some  slight  changes,  but  essentially 
they  will  fit  within  the  categorical  areas  that  you  see  there.  We 
have  conducted  a  detailed  review  of  the  ongoing  projects.  As  I 
mentioned  earlier,  the  largest  part  of  the  research  budget,  all 
except  the  $4  million,  is  in  continuations. 

We  have  been  looking  at  those  to  identify  whether  some  are  of 
lesser  priority  than  others  and  would  not  be  as  productive  as 
others;  as  a  result  we  may  terminate  some  projects.  We  will  be 
trying  to  weed  out  our  lower  priorities  while  at  the  same  time 
keeping  the  same  relative  distribution  of  funds  within  the  overall 
research  program  activities. 

Mr.  Natcher.  Dr.  Davis,  do  you  have  the  figure  that  OMB  set  in 
this  particular  category? 

Dr.  Davis.  $30  million. 

Mr.  Natcher.  $30  million.  Assuming  that  the  committee  agrees 
that  OMB  was  right  in  its  $30  million,  is  that  going  to  bother  you 
too  much,  Dr.  Davis? 

Dr.  Davis.  We  would  certainly  defer  to  the  wisdom  of  Congress 
on  this,  but  it  would  certainly  make  significant  shifts  in  what  we 
would  be  able  to  accomplish. 

As  I  indicated  earlier,  the  budget  at  the  moment  has  only  $4 
million  for  new  initiatives.  Therefore,  it  would  mean  we  would 
have  to  go  back  and  look  at  what  components  we  are  now  carrying 
forward  in  which  we  would  simply  not  continue  to  fund. 

GAO  STUDY  OF  HCFA  RESEARCH  PROGRAM 

Mr.  Natcher.  Are  you  familiar  with  the  last  year's  General 
Accounting  Office  report  on  the  Health  Care  Financing  Adminis- 
tration's research  and  demonstration  programs,  Dr.  Davis? 

The  General  Accounting  Office — maybe  some  of  your  folks  would 
know. 

Dr.  Davis.  Dr.  Kaple. 

Dr.  Kaple.  Yes,  sir,  Mr.  Chairman,  I  am  very  familiar  with  that. 
That  was  a  result  of  a  GAO  review  of  our  R.  &  D.  efforts. 

They  did  make  some  very  sound  recommendations.  We  have 
taken  steps  to  implement  many  of  them,  including  increasing  the 
dissemination  of  research  results  through  the  expansion  of  our 
publications  program. 

We  also  implemented  several  of  their  management  recommenda- 
tions with  respect  to  better  tracking  and  management  of  our  R&D 
activities  process,  grants  and  contracting  process  in  particular. 
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Mr.  Natcher.  As  you  know,  the  study  was  somewhat  critical  in 
certain  categories.  By  way  of  example,  tell  the  committee,  if  you 
will,  why  you  decided  to  spend  $16  million  in  1980-1982  on  inte- 
grated data  sy terns. 

What  do  you  expect  to  get  from  this  investment? 

Dr.  Kaple.  Those  integrated  data  demonstrations  and  the  area  of 
reporting  activities  to  which  providers  are  subjected  for  the  Federal 
programs,  are  a  direct  result  of  congressional  legislation  in  1977, 
requiring  that  we  move  toward  the  development  of  uniform  report- 
ing systems  for  institutional  providers,  as  well  as  development  of 
uniform  billing  and  discharge  activities. 

The  goal  of  these  activities  is  to .  streamline  reporting  by  the 
providers,  reduce  the  burden  and  standardize  the  information  to 
bring  it  into  the  appropriate  offices  in  a  form  that  is  usable  and 
readily  accessible. 

Mr.  Natcher.  What  is  the  current  Administration's  policy  on 
uniform  reporting  for  hospitals  and  was  this  policy  influenced  in 
any  way  by  this  research? 

Dr.  Davis.  We  have  the  plans  for  the  development  of  the  uniform 
reporting  systems  under  review.  We  will  look  at  some  of  the  data 
that  are  coming  forth  from  this  research  as  we  make  our  final 
determinations  on  this. 

Mr.  Natcher.  The  budget  materials  indicate  that  a  detailed  list 
of  research  projects  for  1982  is  currently  being  developed.  Could 
this  list  be  supplied  to  the  committee  prior  to  the  markup  of  the 
1982  bill? 

Would  you  have  that  ready  by  that  time? 

Dr.  Kaple.  We  certainly  could  provide  for  the  record  those  con- 
tinuations that  are  pending  out  of  that  1982  money. 

As  Dr.  Davis  indicated,  we  are  carefully  reviewing  those.  There 
may  be  some  changes  as  a  result  of  that  review  and  we  can  certain- 
ly give  you  the  program  areas  in  which  we  intend  to  make  new 
starts  out  of  those  available  moneys. 

Mr.  Natcher.  Suppose  you  submit  that  to  Mr.  Stephens  and  we 
will  use  the  part  that  we  can  for  the  markup. 

[The  information  follows:] 
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[In  millions  of  dollars] 


1982 


Program  area 


Continuations     New  starts 


Total 


Hospital  costs  

Physician  reimbursement  

Long-term  care  

Health  systems  organization 

Quality  and  effectiveness  

Integrated  data   

Program  evaluation  

Beneficiary  impact  

Industrial  organization  


6.1 
3.8 
10.1 
4.1 
1.6 
7.8 
2.5 
4.4 
1.6 


0.1 
.1 

1.1 

1.1 
.2 
.1 

1.1 
.1 
.1 


6.2 
3.9 
11.2 
5.2 
1.8 
7.9 
3.6 
4.5 
1.7 


Total 


42.0 


4.0  46.0 
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FINANCIALLY  TROUBLED  HOSPITALS 

Mr.  Natcher.  Last  year,  your  agency  initiated  a  series  of  grants 
to  financially  troubled  hospitals,  several  of  which  were  in  New 
York  City. 

What  is  the  current  and  future  status  of  this  project? 

Dr.  Davis.  In  September  of  1980,  there  was  a  solicitation  for 
financially  distressed  hospitals  published.  In  response  to  that,  59 
applications  were  received.  Three  new  projects  were  awarded  in 
early  1981. 

The  other  applicants  have  been  notified  that  their  applications 
were  not  accepted. 

Mr.  Natcher.  I  believe  this  project  was  initiated  in  1980,  is  that 
correct? 

Dr.  Davis.  The  initial  two  were  in  New  York,  Bedford-Stuyvesant 
and  Metropolitan  Hospitals. 

Mr.  Natcher.  Any  consultation  with  the  committee  about  this 
move?  Did  you  make  any  indication  at  all  that  this  was  taking 
place? 

Dr.  Davis.  Sir,  I  believe  these  decisions  were  all  made  by  the 
previous  secretary  and  frankly,  I  think  it  would  be  difficult  for  me 
to  explain. 

Mr.  Natcher.  Were  any  additional  agreements  executed  since 
last  year's  committee  report  directed  that  their  Committee  be  con- 
sulted before  expanding  to  additional  institutions? 

Dr.  Davis.  I  believe  there  were  three  since  then,  in  Jacksonville, 
Florida;  Boston,  Massachusetts;  and  Los  Angeles,  California. 

They  were  prior  to  this  Administration. 

MEDICARE  CONTRACTOR  BUDGET 

Mr.  Natcher.  Yes.  What  is  the  total  budget  proposed  for  1982  for 
Medicare  claims  processing  contracts? 
Dr.  Davis.  $704  million. 

Mr.  Natcher.  According  to  the  justification,  the  number  of 
claims  to  be  processed  will  increase  by  10.6  percent,  but  contract 
costs  will  rise  less  than  2  percent. 

How  will  this  be  accomplished,  Dr.  Davis? 

Dr.  Davis.  We  have  been  rather  successful  in  realizing  our  work- 
load management  improvements,  such  as  fixed  price  contracts  and 
some  improvements  in  other  areas. 

Contractors  are  getting  better  able  to  predict  their  own  work- 
loads and  the  inflation  levels.  As  a  result  of  this,  the  claims  proc- 
essing function  is  operating  within  the  budget. 

Though  the  budget  is  rather  tight  and  restricted,  we  believe  we 
can  operate  within  that.  It  will  mean  some  significant  belt-tighten- 
ing in  some  areas.  We  will  have  to  delay  implementation  of  some 
planned  initiatives,  such  as  redesigning  the  Explanation  of  the 
Medicare  Benefits  form,  conversion  to  common  procedure  terminol- 
ogy. We  may  even  have  to  look  at  curtailing  some  audit  activity 
and  toll-free  lines  for  beneficiaries,  although  we  are  studying  some 
alternatives  to  these  cuts  at  the  moment. 

Mr.  Natcher.  I  believe  you  initiated  a  number  of  experimental 
claims  processing  contracts  as  one  way  of  lowering  costs. 
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The  committee  has  been  following  in  some  detail  the  problems  of 
one  of  these  contracts  in  the  State  of  Illinois.  I  believe  the  contrac- 
tor is  the  Electronic  Data  Systems. 

Has  this  contractor  brought  its  performance  up  to  standards, 
would  you  say? 

Dr.  Davis.  We  have  been  carefully  monitoring  that  one.  It  is  our 
belief  it  is  certainly  moving  in  that  direction. 

I  would  like  to  ask  Ms.  Younger  to  comment  more  on  that. 
Mr.  Natcher.  Go  right  ahead. 

Ms.  Younger.  We  have  been  monitoring  performance  of  EDSF 
under  its  fixed  price  contract.  The  contractor  has  shown  steady 
improvement  in  the  quality  of  its  performance  though  it  is  not  yet 
meeting  all  contract  standards. 

In  the  most  recent  quarter  for  which  data  is  available,  EDSF  met 
six  or  seven  out  of  12  standards  included  in  the  contract. 

We  predict  that  it  will  be  meeting  10  by  the  end  of  the  June 
quarter.  We  have  agreed  that  we  will  conduct  another  formal 
evaluation  of  EDSF's  performance  after  the  end  of  the  June  quar- 
ter to  determine  whether  it  has  improved  its  quality  sufficiently 
for  us  to  retain  the  contract  in  the  current  form  or  whether  we 
need  to  make  some  modifications. 

Mr.  Natcher.  I  believe  in  this  particular  instance,  at  one  point 
there  was  a  backlog  under  this  contract  of  over  450,000  claims. 
There  were  also  over  100,000  pieces  of  correspondence  unanswered. 

What  about  the  backlog  now? 

Ms.  Younger.  EDSF  no  longer  has  a  backlog  of  claims.  In  the 
most  recent  quarter,  EDSF  easily  met  the  standard  for  processing 
claims  timely,  which  is  processing  75  percent  of  claims  within  15 
days.  In  fact,  EDSF  exceeded  national  performance  there.  With 
respect  to  correspondence  backlogs,  those  backlogs  have  been 
brought  down  to  the  point  where  they  are  within  normal  limits. 

Thus,  those  backlog  problems  which  were  definitely  present  at 
the  outset  of  the  contract  have  now  been  brought  under  control. 

Mr.  Natcher.  All  right.  Now,  if  you  will  insert  in  the  record  at 
this  point  a  detailed  statement  on  the  Department's  response  to  the 
December  1980  General  Accounting  Office  report  on  the  Illinois 
contract,  place  that  in  the  record  for  us,  please. 

Dr.  Davis.  Yes. 

[The  information  follows:] 

GAO  Report  on  Illinois  Contract 

Although  the  GAO  report  did  not  propose  specific  recommendations  to  HCFA, 
Congressman  Rangel  in  a  January  6,  1981,  letter  expressed  various  concerns  with 
respect  to  EDSF's  performance  as  Medicare  Part  B  carrier  in  Illinois.  He  believes 
that  the  GAO  report  of  December  16,  1980,  not  only  identifies  past  and  present  poor 
performance  but  also  reinforces  the  need  for  HCFA  to  consider  and  develop  contin- 
gency plans  in  Illinois.  He  pointed  out  that  some  performance  problems  could  have 
been  minimized  or  avoided  by  extensive  HCFA  monitoring  and  supervision.  Mr. 
Rangel  stated  that  the  EDSF  experience  highlights  the  need  to  reexamine  various 
areas  of  the  HCFA  contracting  strategy. 

We  responded  to  Mr.  Rangel  on  February  25  by  advising  him  of  the  positive  steps 
we  have  taken  and  are,  therefore,  pleased  to  share  these  with  you.  They  are: 
initiation  of  intense  monitoring  of  EDSF  by  a  Chicago  Regional  Office  special  staff; 
continuation  of  reviews  by  HCFA  headquarters  through  regular  meetings  with 
EDSF  senior  management  (it  should  be  noted  that  EDSF  performance  has  improved 
markedly  since  the  period  covered  by  the  GAO  report);  reevaluation  of  the  perform- 
ance of  EDSF  after  the  close  of  the  June  30,  1981  quarter  to  help  decide  whether  the 
EDSF  contract  will  continue  beyond  September  30,  1981;  development  of  contingen- 
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cy  plans  in  the  event  it  becomes  necessary  to  modify  or  terminate  the  EDSF 
contract;  and,  reassessment  of  our  Medicare  operating  framework  strategy. 

We  would  like  to  add  that  the  concept  of  close  and  intensified  monitoring  of 
initial  experiments  is  not  necessarily  incompatible  with  our  goal  of  reducing  the 
total  level  of  contract  monitoring  in  the  future.  We  have  learned  valuable  lessons  as 
a  result  of  our  entry  into  experimental  contracts;  these  lessons  will  play  a  continu- 
ing key  role  in  our  Medicare  contracting  strategy. 

Mr.  Natcher.  The  experience  in  Illinois  cannot  help  but  raise 
the  question  of  whether  we  are  making  undue  quality  sacrifices  by 
some  of  the  contract  experimentation. 

Does  this  problem  go  beyond  the  Illinois  project,  as  far  as  your 
problem  generally  is  concerned?  How  do  you  feel  about  it? 

Dr.  Davis.  Mr.  Chairman,  we  believe  that  we  have  learned  a 
great  deal  from  the  Illinois  contract  experiment  and  have  begun  to 
apply  some  of  the  knowledge  that  we  gained  from  that  in  terms  of 
implementing  some  of  the  other  experimental  contracts. 

We  do  believe  that  significant  savings  have  been  demonstrated 
especially  in  the  New  York  and  the  Illinois  fixed  price  experimen- 
tal contracts. 

We  have  found  a  net  savings  of  roughly  $28.7  million.  We  think 
that  the  savings,  coupled  with  what  we  have  learned  about  the 
implementation  process,  enables  us  to  look  judiciously  at  further 
work  in  this  area. 

HCFA  ADMINISTRATIVE  BUDGET 

Mr.  Natcher.  You  are  proposing  a  reduction  of  128  positions  in 
1982.  Where  will  these  positions  come  from,  just  generally  now? 

Dr.  Davis.  It  is  our  anticipation,  since  we  are  proposing  the 
phase-out  of  the  PSRO  program  and  phase  down  of  the  certification 
area,  that  the  majority  of  those  would  come  from  these  areas. 

Mr.  Natcher.  Do  you  anticipate  a  reduction  in  force  or  will  it 
mainly  be  by  attrition? 

Dr.  Davis.  It  is  our  hope  this  will  be  by  attrition. 

Mr.  Natcher.  What  is  your  current  on-board  strength  and  how 
many  budgeted  vacancies  are  there  throughout  your  agency  as  of 
today? 

Mr.  Fischer? 

Mr.  Fischer.  On  a  full-time  equivalency  basis,  our  current 
strength  is  right  at  4900,  that  includes  both  full-time  permanent 
positions  and  also  other  than  full-time  permanent  positions. 

As  far  as  our  budgeted  positions,  we  are  very  close  to  our  budget 
ceiling. 

We  have,  of  course,  not  been  hiring  in  the  last  several  months, 
first  due  to  the  Carter  Administration  freeze  and  then  the  freeze 
on  hiring  that  exists  today. 

Mr.  Natcher.  Does  the  freeze  now  in  effect  by  the  new  President 
apply  to  you  people? 

Mr.  Fischer.  At  the  present  time,  sir,  I  think  for  the  Depart- 
ment, it  has  been  raised.  The  Department  has  still  not  given  us 
specific  employment  ceilings. 

I  understand  that  will  happen  very  shortly.  Once  that  happens, 
then  the  freeze  would  be  lifted  for  the  Health  Care  Financing 
Administration. 

Mr.  Natcher.  On  page  74  through  page  81,  you  include  a  series 
of  statements  about  your  various  bureaus  and  staff  offices. 
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Can  you  tell  us  how  many  positions  and  how  much  money  is 
budgeted  for  each  of  these  offices? 

Mr.  Fischer.  Yes,  sir.  I  can  run  down  them  now  or  for  the 
record. 

Mr.  Natcher.  Suppose  you  submit  it  for  the  record,  but  just  give 
us  one. 

Mr.  Fischer.  All  right.  For  the  first  one,  Bureau  of  Program 
Operations,  we  project  authorized  positions  of  575,  the  budgeted 
amount  would  be  in  excess  of  817  million  for  that  particular 
bureau. 

Mr.  Natcher.  All  right,  place  the  rest  of  them  in  the  record  at 
this  point. 

[The  information  follows:] 

Positions  and  Funding  By  Organization 

The  1982  allocations  will  not  be  finalized  by  organization  until  shortly  before  that 
fiscal  year  begins.  However,  preliminary  estimates  can  be  made  on  the  basis  of 
positions  authorized  for  each  organization. 

Out  of  a  total  S178  million  budget  for  administrative  costs,  nearly  S145  million,  or 
81  percent,  is  payroll  related.  Authorized  positions  and  the  related  salaries  and 
benefits  costs  for  HCFA's  component  organizations  are: 

[Dollars  in  millions] 


Number  of 


Salaries 


Bureau  of  Program  Operations   575  $17.0 

Bureau  of  Program  Policy   335  9.9 

Bureau  of  Quality  Control   215  6.4 

Bureau  of  Support  Services   770  22.8 

Health  Standards  and  Quality  Bureau   217  6.5 

Office  of  Research  and  Demonstration   323  9.5 

Office  of  Legislation  and  Policy   65  1.9 

Office  of  Management  and  Budget   294  8.5 

Provider  Reimbursement  Review  Board  :   22  .7 

Office  of  Executive  Operations   70  2.1 

Office  of  Special  Programs   65  1.9 

Other  staff  offices1   81  2.4 

Regions   1,839  55.0 

Total  _   4.871  144.6 

1  Includes  a  number  of  small  staff  offices  such  as:  Office  of  the  Administrator.  Public  Affairs.  Equal  Opportunity.  Beneficiary  Services.  Professional 

and  Scientific  Affairs. 

The  remainder  of  administrative  costs  are  for  other  classes  of  expenditure  such  as 
travel,  rents,  communications,  utilities,  and  supplies.  A  large  portion  of  the  funds 
applicable  to  these  expenditures  are  managed  at  the  agency  level  rather  than  by 
individual  organizations  because  they  are  attributable  to  HCFA-wide  operating 

services. 


FUNDING  OF  CONSULTANT  SERVICES 

Mr.  Natcher.  On  page  83  of  your  justifications,  you  indicate  that 
your  consultant  budget  will  remain  unchanged,  including  your  allo- 
cation to  the  PSRO  program?  Isn't  this  a  little  unusual  now  when 
you  are  phasing  out  this  program0  Is  this  part  of  the  justification 
correct  or  is  this  a  mistake? 

You  are  going  to  phase  it  out.  Why  do  you  have  to  have  your 
consultant  budget  in  the  amount  that  you  have  before  the  commit- 
tee? 
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Go  ahead,  Mr.  Fischer. 

Mr.  Fischer.  Sir,  the  particular  exhibit  to  which  you  refer  is 
slightly  mistaken,  not  in  the  area  of  PSRO  activity,  but  in  the 
amount  of  consultant  service  funds  that  we  would  apply  to  the 
State  certification  budget. 

When  we  were  finally  wrapping  up  the  update  to  the  budget, 
these  funds  were  reduced.  As  a  result,  we  would  shift  approximate- 
ly $700,000  of  these  funds  into  administrative  costs. 

As  far  as  the  PSROs,  although  we  do  anticipate  phasing  out 
funding  by  1983,  it  is  our  feeling  we  will  continue  to  need  consul- 
tant services  assistance  in  such  areas  as  review  methodologies  re- 
lating to  long-term  care  and  home  health  agencies,  as  well  as 
assisting  those  effective  PSROs  making  the  transition  to  non-Feder- 
al support. 

Mr.  Natcher.  Dr.  Davis,  I  believe,  according  to  your  justifica- 
tions insofar  as  consultants  are  concerned,  we  have  about  $6.5 
million. 

Now,  as  the  new  administrator  of  the  Health  Care  Financing 
Administration,  with  nearly  5000  employees,  Dr.  Davis,  you  are 
going  to  cut  this  down  to  $600,000  or  $700,000,  aren't  you?  With  all 
of  these  employees,  as  far  as  consultants;  why  do  you  want  more 
consulting  money? 

Why  not  $500,000,  Dr.  Davis,  instead  of  over  $6  million  with 
nearly  5000  employees? 

Some  of  them,  you  could  keep  them  occupied  and  just  make 
these  assignments  to  them. 

Dr.  Davis.  The  consultant  services  contracts  provide  technical 
assistance  in  areas  where  we  really  don't  have  the  capacity  to  have 
the  answers  ready  at  our  finger  tips.  The  people  we  have  on  board 
are  engaged  full-time  in  their  own  daily  activities.  Many  of  them 
do  not  have  the  expertise  in  the  areas  in  which  we  request  the 
contracts. 

I  certainly  will  study  that  area  very  closely,  and  if  there  are 
savings  that  could  be  realized,  I  will  certainly  be  searching  for 
them. 

MEDICAID  QUALITY  CONTROL 

Mr.  Natcher.  What  are  the  results  of  the  latest  Medicaid  quality 
control  survey  and  over  what  period  is  this?  What  period  does  it 
cover? 

Dr.  Davis.  The  last  that  is  public  covers  the  period  April  through 
September,  1979.  We  anticipate  forwarding  a  new  report  shortly. 

In  the  April-September  1979  period  we  had  an  overall  error  rate 
of  approximately  5  percent  for  a  total  of  $490  million  in  the  mis- 
spent funds.  The  largest  area  was  eligibility  errors,  which  were 
responsible  for  $421  million  of  the  total. 

Claims  processing  errors  totaled  $48.5  million  and  third-party 
liability  was  $20.6  million. 

Mr.  Natcher.  What  is  the  maximum  amount  of  any  penalties 
which  could  have  been  assessed  for  1980  and  1981  and  tell  us,  if 
you  will,  how  much  was  actually  assessed  and  how  much  has 
actually  been  paid  by  the  States? 

Can  you  give  us  some  indication  about  this  matter? 
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Dr.  Davis.  The  maximum  amount  which  could  have  been  disal- 
lowed was  $21,166,000. 

Mr.  Natcher.  As  far  as  the  number  assessed  and  how  many 
actually  paid?  Did  the  previous  secretary  waive  most  of  them,  Dr. 
Davis? 

Dr.  Davis.  Yes.  They  had  been  suspended  pending  inplementa- 
tion  of  corrective  action  plans.  The  reason  for  the  suspension 
option  was  that  it  was  felt  that  if  one  could  institute  corrective 
action  plans,  that  this  would  be  a  significant  move  in  the  direction 
of  program  improvement. 

Waivers  were  requested  by  three  States.  Those  are  being  re- 
viewed, also.  But  I  think  the  most  significant  fact  was  that  the 
disallowance  was  recommended  to  be  suspended  for  the  period  of 
time  during  the  implementation  of  the  corrective  action,  because 
we  felt  it  was  more  effective  to  work  with  the  States  in  terms  of 
targeting  what  the  errors  were  and  working  with  them  on  develop- 
ment of  an  initiative  to  correct  that. 

Perhaps  Mr.  Kappert  would  like  to  respond. 

Mr.  Kappert.  There  were  18  States  in  that  period  Dr.  Davis 
described,  in  1979,  all  of  whom  submitted  corrective  action  plans 
which  will  be  under  review  and  if,  in  fact,  they  successfully  imple- 
ment these  plans,  the  disallowances  would  be  permanently  forgiv- 
en. 

Mr.  Natcher.  Do  you  anticipate  imposing  quality  control  penal- 
ties during  the  remainder  of  1981  during  1982  and  if  so,  are  they 
reflected  in  this  budget? 

Do  you  indicate  it  anywhere  here  in  the  budget  request  before 
the  committee? 

Dr.  Davis.  There  is  nothing  in  the  budget  on  that,  sir.  I  think 
that  is  a  secretarial  decision  as  to  whether  or  not  to  impose  the 
penalties. 

Mr.  Natcher.  Are  you  operating  under  the  4  percent  standard  of 
the  Michel  amendment  or  under  your  earlier  regulations? 

Dr.  Davis.  We  are  operating  under  our  earlier  regulations  be- 
cause the  Michel  amendment  does  not  go  into  effect  until  October 
of  1980  through  September  of  1981. 

Mr.  Natcher.  If  you  will,  insert  in  the  record  at  this  point  a 
detailed  statement  on  the  Department's  implementation  of  the 
Michel  amendment  for  the  Medicaid  program,  including  any 
budget  data  on  potential  and  actual  penalties. 

If  you  will  insert  that  in  the  record  for  us,  please. 

[The  information  follows:] 

Michel  Amendment 

The  Code  of  Federal  Regulations,  Section  431.802,  sets  a  uniform  national  target 
error  rate  of  4  percent  that  must  be  achieved  by  all  States  by  the  October  1982- 
September  1983  annual  assessment  period.  A  base  period  of  July-December  1978  has 
been  established.  Any  State  that  exceeds  the  4  percent  target  for  that  base  period 
must  reduce  its  payment  error  rate  in  equal  increments  during  three  annual  assess- 
ment periods  in  order  to  avoid  a  disallowance  of  FFP.  The  first  period  is  October 
1980-September  1981.  In  this  period  States  must  reduce  their  rates  one-third  of  the 
way  to  4  percent.  The  second  period  is  October-September  1982.  In  this  period  States 
must  reduce  their  rates  two-thirds  of  the  way  to  4  percent.  The  third  period  is 
October-September  1983,  by  which  time  States'  error  rates  must  be  at  or  below  4 
percent.  Also,  States  with  error  rates  in  the  base  period  at  or  below  the  4  percent 
national  standard  must  remain  at  or  below  the  standard  to  avoid  disallowance. 
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MEDICAID  DISALLOWANCES 

Mr.  Natcher.  We  understand  that  your  predecessor  planned  to 
decentralize  the  Medicaid  disallowance  process  to  the  regions  late 
last  year. 

Can  you  tell  us  whether  this  was  actually  done  and  if  so,  what 
effect  it  has  had? 

Dr.  Davis.  Yes,  sir,  it  was  actually  done.  We  anticipate  looking  at 
that  in  a  six-month  period  of  time  and  will  watch  that  very  closely. 

Perhaps  you  would  like  to  comment  on  that? 

Ms.  Younger.  Yes.  The  delegation  of  the  disallowance  to  the 
regions  occurred  in  February  of  this  year  under  a  kind  of  system 
whereby  the  regional  administrators  will  exercise  that  authority 
but  it  will  be  subject  to  review  and  approval  here  at  headquarters. 
There  will  be  a  final  decision  by  the  administrator  on  a  region-by- 
region  basis  about  making  that  delegation  final  and  binding  in  the 
region  without  the  re-review  and  approval  process. 

Mr.  Natcher.  Insert  in  the  record  at  this  point  a  list  of  all 
Medicaid  disallowances  for  1979-1980  and  so  far  in  1981,  with  an 
indication  of  the  final  settlement  associated  with  each  disallow- 
ance. 

Place  that  in  the  record  for  us. 
[The  information  follows:] 

Medicaid  Disallowances 

Data  for  fiscal  year  1979  is  not  available.  Prior  to  the  June  1979  HCFA  reorgani- 
zation no  central  inventory  of  disallowance  and  reconsideration  actions  was  kept. 
Because  the  records  are  incomplete,  any  data  generated  for  this  period  would  be 
unreliable. 

During  fiscal  year  1980  the  Bureau  of  Program  Operations  issued  106  disallow- 
ance letters  totalling  $483,100,630  FFP.  Of  these,  34,  totalling  $237,715,579  FFP, 
were  resolved  in  HCFA's  favor.  Another  8,  totalling  $150,706,133  FFP,*  were  re- 
solved in  favor  of  the  various  States  agencies.  The  remaining  64,  totalling 
$94,678,918  FFP,  are  pending  at  the  Departmental  Grant  Appeals  Board. 

To  date  in  fiscal  year  1981  the  Bureau  of  Program  Operations  has  issued  57 
disallowance  letters,  totalling  $58,507,263  FFP.  Of  these,  17,  totalling  $19,843,741 
FFP,  have  been  resolved  in  HCFA's  favor.  None  has  yet  been  resolved  in  favor  of 
the  State  agencies.  At  present  there  are  40  fiscal  year  1981  disallowances,  totalling 
$38,663,522  FFP,  pending  at  the  Board. 

A  detailed  attachment  for  fiscal  year  1980  and  fiscal  year  1981  which  list  the 
State  by  State  disallowances  has  been  provided  to  the  Committee. 

MEDICAID  MANAGEMENT  INFORMATION  SYSTEMS 

Mr.  Natcher.  Now,  let's  turn  next  to  Medicaid  Management 
Information  System.  The  justifications  include  a  discussion  of  the 
development  of  the  Medicaid  Management  Information  System. 

How  much  money  has  been  spent  on  this  system  during  the  last 
nine  years  and  how  much  money  do  you  anticipate  spending  in 
1982? 

Dr.  Davis.  Sir,  I  will  provide  the  last  nine  years  for  the  record. 
In  fiscal  1981,  we  will  spend  a  total  of  $184  million  and  in  fiscal 
year  1982,  we  are  projecting  expenditures  of  $204  million. 

Roughly  79  percent  of  the  program  dollars  will  be  covered  by  the 
MMIS  as  of  fiscal  year  1981.  I  will  submit  the  other  nine  years  for 
you. 


*Note  that,  of  this  total,  $148,812,518  relates  to  a  single  disallowance  resolved  in  favor  of  New 
York  State,  which  is  not  referenced  in  the  attachment. 
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Mr.  Natcher.  That  will  be  fine. 
[The  information  follows:] 

MMIS  Expenditures 

From  fiscal  year  1972  through  the  first  quarter,  fiscal  year  1979  the  States 
reported  title  XIX  expenditures  on  Form  SRS/OA-41.  During  this  period  the  MMIS 
expenditures  were  included  with  other  Medicaid  expenditures  under  the  applicable 
percentage  categories,  i.e.,  90  percent,  75  percent  or  50  percent  and,  as  a  result  of 
this  reporting  format,  the  MMIS  expenditure  figures  are  not  available. 

Effective  with  the  second  quarter  fiscal  year  1979,  all  States  and  territories 
participating  in  the  title  XIX  Medicaid  program  began  reporting  on  the  revised 
expenditure  Form  HCFA-64.  This  reporting  format  made  discrete  MMIS  data  avail- 
able for  two  categories  of  expenditures:  90  percent  Federal  matching  for  the  design, 
development,  and  installation  of  MMIS  systems  and  75  percent  matching  for  their 
operation. 

Design,  development,  and  installation  (Federal  matching  90  percent): 


1979  (2d,  3d,  4th  quarters)   $31,138,764 

1980   38,010,252 

Operations  (Federal  matching  75  percent): 

1979  (2d,  3d,  4th  quarters)   99,981,865 

1980   144,897,627 


States  have  estimated  their  MMIS  expenditures  for  fiscal  years  1981  and  1982  on 
Form  HCFA-25,  item  I.  Aggregated  data  from  the  latest  State  submissions  are 
summarized  below: 

Design,  development  and  installation  (Federal  matching  90  percent): 


1981   $36,756,621 

1982   28,501,618 

Operations  (Federal  matching  75  percent): 

1981   177,972,365 

1982   220,586,092 


Mr.  Natcher.  Do  you  consider  the  program  to  be  successful,  both 
in  terms  of  improved  claims,  processing  and  management  informa- 
tion? 

Dr.  Davis.  Yes,  sir,  we  believe  it  is. 

Mr.  Natcher.  I  believe  the  Mental  Health  Systems  Act  includes 
a  provision  that  States  be  assessed  financial  penalties  if  they  do  not 
have  automated  systems  by  the  end  of  1982. 

Does  the  Department  plan  to  enforce  this  penalty? 

If  so,  how  would  you  measure  compliance?  How  would  you  go 
about  it? 

Dr.  Davis.  We  are  monitoring  the  development  and  operation  of 
the  MMIS  systems  in  the  various  States  and  will  continue  to  do  so. 
We  have  been  working  with  performance  standards  which  were 
developed  through  Ms.  Younger's  unit,  the  Bureau  of  Program 
Operations. 

These  standards  address  performance  in  specific  areas,  such  as 
the  accuracy  of  the  information  on  the  recipient's  eligibility  and 
prior  eligibility,  timeliness,  efficiency  and  effectiveness  of  the  oper- 
ation. 

We  will  be  studying  exactly  how  we  would  implement  a  penalty 

system. 

PNEUMOCOCCAL  VACCINE 

Mr.  Natcher.  Last  year,  as  you  will  recall,  Dr.  Davis,  Congress 
authorized  the  Medicare  program  to  pay  for  pneumonia  vaccine  for 
the  elderly. 


59 


I  believe  you  are  proposing  to  repeal  this  provision.  Is  that 
correct? 
Dr.  Davis.  Yes,  sir,  we  are. 

I  would  like  to  ask  Dr.  Willging  to  explain  why  we  are  doing 
that,  because  he  has  been  participating  in  a  number  of  interagency 
discussions. 

Mr.  Natcher.  Go  ahead  and  tell  us  about  the  effectiveness  and 
the  safety  as  far  as  this  pneumonia  vaccine  is  concerned. 

Dr.  Willging.  What  was  concluded,  Mr.  Chairman,  about  the 
vaccine  was  that  although  across  the  entire  population  reviewed, 
there  appeared  to  be  no  question  as  to  its  efficacy,  what  was  not 
available  were  any  data  dealing  specifically  with  the  elderly  popu- 
lation. 

It  was  thought  by  the  Department  and  by  the  Office  of  Manage- 
ment and  Budget  that  in  the  absence  of  that  kind  of  data  dealing 
specifically  with  the  aged  population,  a  $55  million  investment  in 
1982  would  have  been  imprudent. 

Therefore,  it  is  being  proposed  for  repeal  until  such  data  are 
available. 

Mr.  Natcher.  What  about  the  safety  of  the  vaccine  generally? 
What  can  you  say  about  that? 

Dr.  Willging.  My  understanding  in  the  discussions  I  participat- 
ed in,  Mr.  Chairman,  was  that  there  was  not  an  issue  as  to  safety 
with  respect  to  this  population:  It  was  more  a  question  as  to  its 
efficacy. 

Dr.  Davis,  this  has  been  a  good  hearing.  We  want  to  thank  you 
and  your  associates  for  appearing  before  our  committee  in  behalf  of 
your  budget  request. 

This  is  a  right  difficult  assignment  you  have,  Dr.  Davis.  I  believe 
you  understand  that  probably  more  than  I  do.  But  you  have  a  lot  of 
good  people  around  you.  We  want  to  wish  you  the  best  of  every- 
thing. 

Dr.  Davis.  I  thank  you  for  that,  Mr.  Chairman. 
Mr.  Natcher.  Thank  you  very  much. 

The  committee  will  now  adjourn  until  10:00  o'clock  in  the  morn- 
ing. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 

Budgeting  Estimate — State  and  Federal 

Mr.  Natcher.  The  budget  materials  indicate  that  a  contract  was  awarded  to  an 
actuarial  firm  to  develop  a  new  model  for  Medicaid  estimating.  How  much  was  this 
contract  for  and  why,  with  almost  5,000  employees,  couldn't  this  work  have  been 
done  by  your  staff? 

Dr.  Davis.  There  is  one  contract  which  is  for  $358,441.00  to  develop  an  actuarial 
basis  for  estimating  Medicaid  costs  that  can  be  applied  on  a  State  basis.  This  work 
was  done  under  contract  because,  at  the  time  of  its  award,  there  were  no  actuaries 
in  the  Medicaid  area.  The  contractor  was  to  develop  a  forecasting  system  that  would 
be  used  by  actuaries  who  have  come  on  board,  and  who  were  initially  working  on 
estimating  costs  for  various  program  changes  being  proposed  both  by  the  Adminis- 
tration and  Congress. 

This  contract  was  awarded  at  the  end  of  fiscal  year  1979  and  will  run  at  least  two 
years. 

intermediate  care  for  the  mentally  retarded 

Mr.  Natcher.  That  same  table  also  shows  a  very  substantial  increase  in  expendi- 
tures for  intermediate  care  facilities  for  the  mentally  retarded.  Does  this  represent 
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an  actual  increase  in  financial  resources  being  directed  for  this  care  or  merely  a 
transfer  of  costs  to  the  Federal  government  from  the  States? 

Dr.  Davis.  The  growth  of  expenditures  for  ICF/MR  reflects  an  increase  in  the 
quality  of  care  for  the  retarded.  Federal  guidelines  for  facilities  certified  as  ICF's/ 
MR  require  that  professional,  medical,  psychological  and  habilitative  services  in 
sufficient  quantity  be  available  to  retarded  residents  to  protect  their  health,  guard 
their  safety,  and  help  them  achieve  the  highest  level  of  functioning  and  self- 
sufficiency  of  which  they  are  capable.  Further,  physicial  facilities  are  required 
which  protect  the  privacy  and  dignity  of  residents  (such  as  no  more  than  4  residents 
in  a  bedroom)  and  safeguard  against  fire  and  safety  hazards.  In  short,  the  vigorous 
ICF/MR  guidelines  raise  the  level  of  care  and  the  physicial  environment  of  institu- 
tions for  the  retarded  significantly.  This  was  clearly  the  interest  of  Congress  in 
adding  ICF/MR  benefit  to  title  XIX  of  the  Social  Security  Act.  It  was  hoped  that  the 
then  deplorable  conditions  in  some  State  institutions  for  the  retarded  could  be 
alleviated  by  providing  Federal  matching  for  State  expenditures  for  facilities  which 
met  a  higher  quality  standard. 

In  addition,  in  recent  years  there  has  been  a  movement  to  "deinstitutionalize"  the 
retarded  from  the  large  State  institutions  where  they  were  so  often  warehoused  and 
place  them  back  in  the  communities  from  which  they  came.  There  is  significant 
evidence  that  the  functional  ability  of  retarded  persons  is  markedly  improved  by 
allowing  them  to  live  in  as  normalized  an  environment  as  possible  and  to  have 
normal  social  interactions.  The  States  have  used  the  small  ICF/MR  facility  in  the 
community  as  a  means  to  reintegrate  institutionalized  retarded  back  into  the  real 
world,  transferring  persons  in  some  cases  from  State  facilities  which  do  not  meet  the 
high  Federal  standards  for  quality  of  care  and  safety  of  environment.  Thus,  expendi- 
tures for  these  small  community-based  ICF's/MR  have  been  increasing  as  the  popu- 
lations which  inhabited  State  institutions  are  slowly  transferred  to  community 
living. 

PAYMENT  FOR  SUPPLEMENTARY  MEDICAL  INSURANCE 

Mr.  Natcher.  I  believe  you  are  currently  anticipating  an  end  of  the  year  balance 
of  $3,722  million.  Will  the  trust  fund  fall  below  the  level  at  any  time  during  the 
year? 

Dr.  Davis.  The  Revised  President's  budget  assumes  that  the  end  of  year  balance 
for  the  SMI  trust  fund  will  be  $3,947  million.  We  do  anticipate  that  the  fund  will 
fall  below  this  level  during  the  fiscal  year. 

Mr.  Natcher.  What  is  the  lowest  level  of  cash  reserves  expected  in  the  Part  B 
fund  during  fiscal  year  1981? 

Dr.  Davis.  The  fund  will  hit  a  low  of  $3,909  million  at  the  end  of  benefit  year  1981 
or  June  30,  1981.  At  that  point  the  trust  fund  balance  will  be  insufficient  to  cover 
the  costs  of  estimated  liabilities. 

Mr.  Natcher.  Would  there  be  any  danger  of  this  trust  fund  running  out  of  money 
if  Congress  failed  to  appropriate  the  $2  billion  you  are  requesting  to  increase  the 
contingency  reserve  above  the  historical  average. 

Dr.  Davis.  The  request  of  $4.8  billion  for  the  Federal  payment  to  the  Supplemen- 
tary Medical  Insurance  Trust  Fund  contains  $1.2  billion  for  rebuilding  the  contin- 
gency reserve.  If  Congress  does  not  appropriate  these  monies,  the  trust  fund  will  be 
forced  to  operate  without  sufficient  resources  to  cover  not  only  estimating  error  but 
also  the  fund's  estimated  liabilities. 

The  Social  Security  Act  requires  that  the  fund  be  financed  on  an  incurred  cost 
basis  and  that  the  actuarial  rate  include  an  appropriate  amount  for  a  contingency 
margin.  Thus  Congress  is  obligated  by  the  Act  to  maintain  a  contingency.  The 
request  for  the  SMI  payment  would  begin  to  put  the  fund  back  on  a  sound  actuarial 
basis. 

PSRO  PHASEDOWN  BUDGET 

Mr.  Natcher.  Some  critics  have  suggested  that  your  budget  request  for  PSROs 
puts  the  cart  before  the  horse.  While  this  committee  has  consistently  supported  the 
approach  of  terminating  poor  performing  PSROs,  we  are  reluctant  to  eliminate  the 
whole  system  without  more  knowledge  of  what  will  replace  it.  Why  should  we 
approve  this  budget  before  we  see  your  new  legislation? 

Dr.  Davis.  This  Administration  is  requesting  a  reduction  in  funding  for  Profes- 
sional Standards  Review  Organizations  as  part  of  the  preparation  for  the  competi- 
tive approach  to  health  care.  Our  intent  is  not  to  phase  out  the  PSRO  program,  but 
to  retain  only  the  effective  PSROs  so  that  they  may  participate  in  the  reformed 
health  care  system. 
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PSROs  terminated  or  not  renewed  in  the  coming  fiscal  year  will  be  those  lowest 
ranking  PSROs  who  have  had  insufficient  impact  on  reducing  utilization,  and/or 
whose  efforts  in  quality  review  and  other  review  cannot  show  demonstrated  impact 
to  change  physician  behavior.  On  the  other  hand,  funding  will  continue  for  PSROs 
that  have  high  performance  records.  These  PSROs  will  be  maintained  through  the 
interim,  during  which  it  is  expected  that  they  will  increase  their  private  review 
efforts  and  gradually  make  the  transition  to  full,  private  financial  support. 

Our  proposed  legislation  on  the  competitive  approach  will  be  sent  to  the  Congress 
by  the  end  of  the  summer.  It  is  expected  to  set  a  framework  for  health  care 
financing  reform  that  can  tap  the  expertise  of  the  more  effective  PSROs.  In  seeking 
a  reduction  in  the  number  of  PSROs,  we  are,  in  fact,  seeking  the  elimination  of 
those  PSROs  that  will  not  be  capable  of  playing  an  effective  role  in  the  competitive 
system. 

FINANCIALLY  TROUBLED  HOSPITALS 

Mr.  Natcher.  Tell  us  what  the  total  cost  of  these  agreements  is  in  1980,  1981  and 
1982  and  also  tell  us  where  in  the  budget  these  appear. 

Dr.  Davis.  Three  demonstration  projects  were  awarded  in  fiscal  year  1981  in 
response  to  the  Department's  solicitation  of  applications  for  this  initiative.  We 
estimate  that  the  full  federal  costs  of  these  three  demonstration  projects  for  finan- 
cially distressed  hospitals  would  be  nothing  in  fiscal  year  1980,  $5  million  in  fiscal 
year  1981  and  $11  million  in  fiscal  year  1982.  These  estimates  represent  the  maxi- 
mum possible  federal  costs  of  these  projects,  and  they  include  some  costs  of  provid- 
ing services  that  would  occur  even  without  the  demonstrations.  Our  evaluation  of 
these  demonstrations  will  tell  us  what  additional  costs,  if  any,  are  attributable  to 
these  experiments.  The  costs  for  these  experiments,  the  costs  for  these  projects  are 
paid  out  of  the  Medicaid  program  funds.  The  project  costs  are  included  in  the  State 
estimates  which  form  the  basis  for  the  federal  budget  estimates  for  the  Medicaid 
program.  Thus,  these  costs  are  included  in  the  budget  request  for  the  Medicaid 
program. 

EXPERIMENTAL  CONTRACTS    (EDSF)    ILLINOIS — PERFORMANCE  PENALTIES 

Mr.  Natcher.  The  December  1980  GAO  review  of  the  Illinois  Contract  identified  a 
number  of  highly  irregular  practices  including  lying  about  the  number  of  claims 
pending  at  the  end  of  1979,  and  destroying,  rather  than  answering,  correspondence. 
We  understand  that  only  the  normal  contract  penalties  were  assessed.  Why  wasn't 
stronger  action  taken  when  this  happened? 

Dr.  Davis.  The  GAO  report  concluded  that  the  so-called  irregular  practices  taken 
with  respect  to  the  destruction  of  beneficiary  correspondence  and  the  withholding  of 
entry  of  initial  claim  receipts  "occurred  during  backlogged  situations"  and  came 
about  because  "EDSF  employees  were  acting  in  a  high  pressure  environment 
brought  on  by  workload  crisis,  that  arose  partly  because  of  EDSF's  inexperience  as  a 
Medicare  carrier."  Further,  the  report  stressed  that  "EDSF  did  not  evade  contract 
penalties  as  was  reported  by  the  news  media."  GAO  established  that  the  actions 
taken  by  a  former  employee  to  withhold  claims  from  initial  system  entry  during 
December  1980,  by  removing  claims  from  the  mailroom,  were  in  response  to  instruc- 
tions given  him  from  his  direct  supervisor.  No  evidence  nor  suggestion  has  been 
made  that  senior  EDSF  management  approved,,  condoned  or  has  any  knowledge  of 
the  actions  of  this  supervisor. 

The  contractually  agreed  upon  system  for  the  assessment  of  liquidated  damages  in 
the  amount  of  $52,250  for  each  of  twelve  standards  that  may  be  failed  during  any 
calendar  quarter,  is  a  means  by  which  HCFA  measures  the  performance  of  the 
carrier  with  respect  to  its  overall  level  of  service  as  a  Medicare  carrier.  Significantly 
as  GAO  stated,  the  contractor's  actions  did  not  significantly  alter  its  overall  per- 
formance. Liquidated  damages  were  assessed  in  those  areas  where  the  irregular 
actions  may  have  had  impact.  Punitive  measures,  such  as  the  assessment  of  penal- 
ties for  actions  such  as  those  referenced,  are  prohibited  under  the  Federal  Procure- 
ment Regulations  for  a  fixed-price  contract. 

In  response  to  the  GAO  findings,  HCFA  has  intensified  its  level  of  monitoring 
efforts  with  the  contractor,  both  at  the  Regional  and  Central  Office  levels.  Upon 
completion  of  the  June  1981  quarter  evaluation  of  EDSF  performance,  HCFA  will 
determine  whether  or  not  the  EDSF  contract  is  continued. 

MEDICAID  INCREASES 

Mr.  Natcher.  If  you  look  at  Federal  Medicaid  expenditures  and  at  total  State  and 
local  health  expenditures  historically,  are  you  able  to  quantify  how  much  of  the 
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increase  in  Federal  spending  has  been  for  an  actual  increase  in  spending  for  this 
population  rather  than  just  a  shift  among  payees? 

Dr.  Davis.  The  major  factors  which  cause  changes  in  the  cost  of  the  Medicaid 
program  are  changes  in  prices  paid  for  a  service,  changes  in  the  number  of  recipi- 
ents, and  changes  in  the  rate  of  use  of  services  by  recipients.  The  latter  may  be  due 
to  adding  more  services  to  the  available  benefit  package,  such  as  ICF's  in  the  1972 
amendments.  Although  detailed  data  are  not  available  for  these  factors  on  a  State 
by  State  basis,  a  reasonable  approximation  of  the  impact  of  each  factor  can  be 
estimated. 

By  using  the  CPI  for  Medical  Care  as  a  substitute  for  a  measure  of  the  rate  of 
change  in  prices  paid  by  States  and  the  State  reports  of  recipients  we  can  assume 
that  the  residual  amount  is  due  to  utilization  of  services  by  recipients  and  changes 
in  the  mix  of  services  used  (intensity). 

From  1972  to  1978  the  average  annual  increase  in  Medicaid  costs  have  been  16.9 
percent  per  year.  Medical  Prices  have  increased  an  average  of  8.6  percent  per  year, 
and  Medicaid  recipients  4.0  percent  per  year.  Since  the  impact  on  costs  of  prices, 
recipients,  and  utilization  is  a  compound  one,  we  can  estimate  that  increases  in  the 
use  of  services  (mostly  associated  with  states  increasing  benefits  under  the  pro- 
gram— such  as  ICF —  which  makes  more  types  of  care  available)  is  about  3.5 
percent. 

In  the  latter  half  of  the  period,  between  1974  and  1978,  prices  were  a  more 
significant  factor,  while  recipients  were  a  smaller  factor.  In  the  period  from  1974  to 
1978,  the  Medicaid  program  increased  an  average  of  16.2  percent  per  year.  The 
medical  prices  have  increased  about  10.8  percent  per  year  while  recipients  increased 
only  1.3  percent  per  year.  Increases  in  use  or  extensions  of  benefits  remained  at 
about  3.5  percent  per  year. 

PRESCRIPTION  DRUGS 

Mr.  Roybal.  Last  year  I  asked  about  any  evaluation  HCFA  might  be  doing  in 
regards  to  prescription  drugs.  I  see  that  you  are  estimating  $873  in  expenditures  for 
this  area  in  fiscal  year  1982. 

What  studies  are  being  conducted  by  HCFA  to  determine  potential  abuse? 

Dr.  Davis.  HCFA  has  and  is  continuing  to  perform  studies  associated  with  pre- 
scription drugs.  At  present,  there  are  pharmacy  related  reviews  being  conducted  in 
seven  States  (Ohio,  North  Carolina,  Florida,  Virginia,  South  Dakota,  Oregon  and 
New  Mexico).  These  specific  reviews  are  intended  to  ensure  the  accurate  processing 
of  pharmacy  claims.  We  expect,  at  the  conclusion  of  the  study,  to  be  able  to 
recommend  improvements  and  additional  safeguards  to  the  fiscal  agents  which 
process  such  claims.  These  recommendations  will  serve  to  reduce  program  expendi- 
tures for  drugs. 

In  addition  to  these  reviews,  the  Chicago  Regional  Office  has  conducted  a  review 
in  one  State  on  the  system  used  to  require  pharmacies  to  issue  a  credit  to  the  State 
for  those  prepackaged  drugs  returned  by  nursing  homes.  The  purpose  of  this  study 
was  to  ensure  the  State  reviewed  had  a  workable  system  for  receiving  a  credit  on 
those  unused  drugs  for  which  payment  had  already  been  made. 

Mr.  Roybal.  It  seems  that  we're  always  reading  about  "iatrogenic  reactions"  to 
prescription  drugs  among  patients  in  hospitals  as  well  as  in  outpatient  facilities.  Is 
HCFA  doing  any  studies  in  this  area? 

Dr.  Davis.  Many  PSROs  have  conducted  Medical  Care  Evaluation  (MCE)  studies 
in  various  areas  of  drug  prescribing  and  drug  therapy  outcomes.  A  number  of  these 
studies  are  concerned  with  reactions  to  drugs  administered  to  patients  in  hospitals. 
Some  iatrogenic  types  of  reactions  are  among  the  MCE  studies,  including  drug 
incompatibility  and  drug  interaction. 

PREVENTIVE  SERVICES 

Mr.  Roybal.  I've  been  told  that  HCFA  reimbursement  policies  give  little  emphasis 
to  preventive  health  services  such  as  immunizations,  pregnancy  tests,  and  pap 
smears.  What  are  you  doing  about  this?  What  plans,  if  any,  do  you  have  in  fiscal 
year  1982  to  address  this  issue? 

Dr.  Davis.  As  you  know,  the  Medicare  law,  with  the  recent  exception  for  the 
pneumococcal  vaccine,  specifically  excludes  coverage  of  any  preventive  services.  In 
excluding  these  services,  the  Congress  decided  that  because  of  the  limited  funds 
available  to  the  program,  coverage  should  be  focused  on  the  diagnosis  and  treatment 
of  illness  and  injuries.  We  believe  that  this  decision  continues  to  be  correct  for 
Medicare. 

With  respect  to  Medicaid,  budgetary  constraints  have  prevented  us  from  propos- 
ing additional  financing  of  preventive  health  services  under  that  program.  State 
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Medicaid  plans  are  now  required  to  provide  certain  preventive  services  under  the 
EPSDT  and  family  planning  services  programs,  and  States  have  the  option  of 
providing  additional  preventive  services.  We  expect  that  the  States  will  continue  to 
provide  these  services  under  the  President's  proposed  cap  on  medicaid  expenditures, 
although  there  may  be  more  careful  targeting  to  meet  the  greatest  needs. 

MEDICAID  CONSUMER  INFORMATION 

Mr.  Roybal.  I  am  told  that  85  percent  of  Medicaid  recipients  are  not  told  which 
doctors  or  providers  participate  in  Medicaid.  What  is  HCFA  doing  about  improving 
training  and  information  available  to  State  personnel  to  provide  such  information? 
What  do  you  plan  to  accomplish  in  this  area  over  the  upcoming  year? 

Dr.  Davis.  HCFA  encourages  and  supports  State  efforts  in  informing  recipients 
about  doctors  and  providers  who  participate  in  the  Medicaid  program,  States  and/or 
counties  are  responsible  for  the  day-to-day  administration  of  the  Medicaid  program; 
thus  each  jurisdiction  determines  how  to  best  inform  and  refer  recipients  to  partici- 
pating providers.  Typically,  State  or  county  personnel  will  provide  recipients  with 
the  names  of  participating  providers,  if  available,  or  refer  them  to  the  local  medical 
society  during  the  Medicaid  eligibility  determination  process.  In  those  States  which 
have  health  maintenance  organizations  or  other  prepaid  health  programs  participat- 
ing in  the  Medicaid  program.  Recipients  are  informed  of  the  availability  of  this  "one- 
stop"  type  of  comprehensive  health  services.  When  families  and  children  qualitfy 
for  early  and  periodic  screening,  diagnosis  and  treatment  (EPSDT)  services,  States 
must  inform  them  of  providers  participating  in  that  portion  of  their  Medicaid 
program.  Additionally,  a  great  number  of  Medicaid  recipients  encounter  little  diffi- 
culty in  receiving  medical  care  because  of  the  availability  of  Medicaid  certified  State 
or  county  hospitals  which  function  as  their  primary  source  of  medical  care. 

HCFA  routinely  monitors  State  Medicaid  program  management  through  onsite 
assessment  activities.  Where  provider  participation  has  been  identified  as  a  problem 
area,  we  have  worked  with  States  to  identify  and  implement  mechanisms  to  further 
enhance  recipient  access  to  participating  providers.  This  assistance  has  included 
encouraging  closer  State  communications  and  working  relationships  with  local  medi- 
cal societies  and/or  recipient  advocacy  groups,  in  order  to  better  identify  and  publicize 
participating  Medicaid  providers.  We  plan  to  continue  to  provide  this  type  of 
assistance  as  part  of  our  ongoing  efforts  to  improve  program  management  and  to 
facilitate  recipient  access  to  quality  care. 

Mr.  Roybal.  I've  been  told  that  one  of  the  big  problems  in  Medicaid  is  the  lack  of 
health  information  by  the  consumer  leading  to  misutilization  and  overutilization  of 
certain  services,  such  as  hospital  emergency  rooms.  Is  HCFA  planning  to  develop 
educational  programs  for  individuals  when  they  first  become  eligible  for  Medicaid? 

For  the  record,  please  elaborate  on  how  much  money  will  be  allocated  to  this  in 
fiscal  year  82  and  what  activities  will  be  accomplished  during  the  upcoming  fiscal 
year  in  this  area. 

Dr.  Davis.  Medicaid  is  essentially  a  State  program;  therefore,  the  principal  re- 
sponsibility for  its  administration  rests  with  the  States.  For  that  reason,  Medicaid 
consumer  information  is  developed  at  the  State  and  local  level,  with  no  Federal 
activities  planned  by  HCFA. 

We  do  feel,  however,  that  our  proposal  to  cap  Medicaid  will  give  States  additional 
incentives  to  make  their  programs  more  cost  effective.  Since  consumer  education  is 
often  one  of  the  best  ways  to  achieve  cost  effectiveness,  the  Medicaid  cap  may 
provide  additional  impetus  to  the  States  to  reevaluate  and  possibly  strengthen  their 
efforts  in  this  area. 

Mr.  Roybal.  Have  any  demonstration  projects  by  HCFA  been  undertaken  in  this 
area? 

Dr.  Davis.  There  are  several  demonstrations  by  HCFA  currently  underway  with 
the  goal  of  providing  information  to  enable  the  consumer  to  learn  to  appropriately 
use  medical  services  and  discriminate  when  he/she  can  treat  himself.  Three  ongoing 
projects  specifically  incorporating  self-care  and  prevention  educational  themes  are 
being  conducted  by  Healthwise  in  Boise,  Idaho;  the  Center  for  Consumer  Health 
Education  in  Vienna,  Virginia  and  the  Rand  Corporation  in  California.  I  will 
describe  these  projects  for  you. 

Healthwise,  Inc.,  a  nonprofit  health  education  organization,  received  a  2-year 
grant  in  June  1979  entitled  "Cost  Impact  of  Self-Care  Education  in  a  Medicaid 
Population"  to  determine  if  health  self-care  workshops  can  reduce  the  medical  costs 
of  an  AFDC  population.  After  IV2  years  of  funding,  they  have  completed  the 
educational  intervention  consisting  of  eight  sets  of  four-session  worshops.  Evaluation 
using  Medicaid  utilization  data  from  nonworkshop  AFDC  consumers  as  a  control 
group  is  presently  underway.  Preliminary  results  based  on  participants'  self-reports 
and  pre/post  tests  indicate  a  140  percent  gain  in  knowledge,  71  percent  reported 
saving  money  on  health  care,  and  94  percent  felt  the  text  to  be  highly  valuable. 
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The  Center  for  Consumer  Health  Education  in  Vienna,  Virginia  received  grant 
funding  in  February  1980  for  a  3-year  project,  the  Cooperative  Health  Education 
Project.  This  comprehensive  consumer  health  education  project  involves  approxi- 
mately 2,000  Medicare  and  Medicaid  beneficiaries  within  two  HMOs:  Prime  Health 
in  Kansas  City  and  Rhode  Island  Group  Health  Association. 

The  Goal  of  the  Cooperative  Health  Education  Project  (CHEP)  is  to  develop  and 
demonstrate  a  consumer  health  education  program  as  a  cost-effective  health  service. 
Specifically,  CHEP  proposes  to  test  the  hypothesis  that  a  consumer  health  education 
program  within  a  health  maintenance  organization  will  improve  health  and  reduce 
health  care  costs.  It  is  instituting  into  these  two  HMOs  an  innovative  consumer 
health  education  program  which  uses  specialized  health  counseling  sessions,  clinical 
algorithms,  and  group  sessions.  The  effects  of  this  program  on  health  status  of 
individuals  and  HMO  operations,  especially  utilization  of  services,  will  be  evaluated. 

The  Rand  Corporation  is  conducting  research  focusing  on  the  effect  of  preventive 
care  in  various  categories  of  medical  expenditure  and  sick  loss.  This  study  was 
funded  in  June  1980  and  will  address  among  other  things,  the  effects  of  preventive 
care  on  health  status,  medical  care  use,  and  work  time  available. 

Rand  will  use  data  from  the  Rand  Health  Insurance  Study  (HIS),  a  social 
experiment  in  which  families  are  assigned  to  several  different  health  insurance 
plans.  Approximately  8,000  individuals  have  been  enrolled  at  six  sites  across  the 
country.  This  3-year  project  is  designed  to  produce  a  fairly  detailed  and  complete 
picture  of  the  causes  of  preventive  care  expenditures  and  the  consequences  for 
health  outcomes  and  acute  and  chronic  medical  care  expenses. 

A  fourth  project  underway  in  HCFA  focusing  on  providing  referral  to  appropriate 
medical  services  for  Medicard  beneficiaries  is  Child  Health  Information  and  Refer- 
ral Project  ("CHIRP")  in  San  Francisco. 

CHIRP  is  a  3-year  project  which  began  in  1979  and  is  basically  a  multilingual 
telephone  referral  service  for  child  health  resources.  The  project's  primary  goal  is  to 
offer  comprehensive,  accurate  and  updated  information  to  San  Francisco  children 
and  families  in  locating  appropriate  child  health  care  service  through  their  informa- 
tion and  referral  helpline,  as  well  as  reaching  Medicaid-eligibles  who  are  not  aware 
of  their  eligibility  status. 

Major  objectives  of  the  project  are  to  increase  the  enrollment  in  California's  Child 
Health  Disability  Prevention  Program  (CHDP)  (California's  equivalent  form  of  Med- 
icaid) and  to  develop  data  on  barriers  in  obtaining  health  care,  other  than  lack  of 
information.  To  measure  progress,  CHIRP  intends  to  compare  helpline  user  rate  of 
enrollment  in  CHDP  with  similar  county  non-helpline  enrollment  rates.  Results 
from  the  first  year  indicate  a  high  rate  of  consumer  satisfaction  with  the  referral. 

Unfortunately,  none  of  these  four  projects  is  complete  to  the  point  of  yielding 
objective  results.  However,  in  the  next  year  at  least  two  of  the  projects  (Healthwise 
and  CHIRP)  should  be  presenting  evaluation  data.  The  Cooperative  Health  Educa- 
tion Project  appears  to  the  promising  in  its  potential  to  produce  well  designed 
significant  research  on  cost  and  utilization  data  to  assess  the  effects  of  educational 
interventions. 

EMERGENCY  ROOM  USE  BY  MEDICAID  PATIENTS 

Mr.  Roybal.  I  am  very  concerned  about  the  findings  that  were  related  to  me 
indicating  that  many  hospitals  would  like  to  see  their  Medicaid  caseload  increse  in 
Emergency  Rooms.  This  is  probably  one  of  the  most  expensive  methods  of  providing 
primary  health  care.  What  is  HCFA's  position  on  this  issue? 

Dr.  Davis.  We  agree  that  the  practice  of  using  emergency  rooms  for  primary  care 
is  costly  and  wasteful.  Use  of  expensive  resources  for  routine  care  in  this  way  by 
Medicaid  recipients  is  an  inefficient  use  of  scarce  dollars. 

A  component  of  the  proposal  to  limit  Medicaid  funding  would  provide  States  with 
additional  flexibility  in  this  area.  The  Secretary  would  be  authorized  to  waive  the 
current  requirement  prohibiting  copayments  by  the  categorically  needy  for  out 
patient  hospital  and  emergency  room  services,  where  States  could  demonstrate  that 
their  alternative  approaches  would  promote  more  cost-effective  utilization  of  care. 
Therefore,  where  inappropriate  use  of  emergency  room  services  has  been  a  problem, 
States  would  have  a  mechanism  to  discourage  such  practices. 

Mr.  Roybal.  How  is  HCFA  planning  to  promote  triage  systems  in  hospital  emer- 
gency rooms  to  sort  out  true  emergencies  among  Medicaid  patients  and  to  divert 
non-emergency  patients  to  more  appropriate  and  less  expensive  alternative  health 
care  providers  such  as  hospital  outpatient  clinics  and  private  physicians?  What  does 
HCFA  expect  to  accomplish  in  this  area  over  the  upcoming  year? 

Dr.  Davis.  The  additional  flexibility  to  be  given  to  States  in  conjunction  with  the 
Federal  limitation  on  Medicaid  funding  will  facilitate  more  appropriate  utilization  of 
services.  Although  HCFA  will  not  mandate  any  specific  mechanisms  to  divert  non- 
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emergency  patients  from  emergency  rooms  to  more  appropraite  primary  care  set- 
tings, our  proposed  changes  to  the  Medicaid  law  will  foster  State  action  in  this  area. 
For  example,  we  have  proposed  to  repeal  the  requirement  in  current  law  that 
Medicaid  recipients  have  "freedom  of  choice"  of  medical  care  providers.  This  would 
be  replaced  by  a  requirement  to  provide  standards  that  afford  medical  care  of 
adequate  quality.  States  would  thus  be  able  to  encourage  the_  provision  of  care  in 
appropriate  treatment  settings.  We  have  also  proposed  that  States  be  permitted  to 
request  a  waiver  of  the  current  requirement  that  prohibits  copayments  by  the 
categorically  needy  for  outpatient  hospital  and  emergency  room  services.  States, 
therefore,  could  discourage  the  improper  use  of  emergency  services  through  the 
imposition  of  copayments. 

HCFA  expects  that  over  the  next  year,  as  our  legislative  changes  are  enacted, 
States  will  utilize  the  new  flexibilities  provided  to  encourage  appropriate  use  of 
emergency  services.  HCFA  will  assist  States  in  taking  advantage  of  these  new  areas 
of  flexibility. 

MEDICAID  TRANSPORTATION 

Mr.  Roybal.  I  am  also  told  that  a  significant  number  of  Medicaid  clients,  over  35 
percent  according  to  one  survey,  say  transportation  problems  have  kept  them  from 
seeing  a  doctor  when  needed.  What  is  HCFA  doing  to  encourage  States  to  strength- 
en and  better  publicize  the  transportation  assistance  they  do  offer? 

Dr.  Davis.  HCFA  regulations  require  States  to  provide  transportation  services  to 
recipients  when  transportation  is  necessary  for  the  recipient  to  obtain  needed  medi- 
cal services.  Whenever  the  regional  offices  become  aware  of  a  problem  in  this  area, 
they  work  with  the  States  to  alleviate  the  problem. 

PHYSICIAN  PARTICIPATION  IN  MEDICAID 

Mr.  Roybal.  What  are  HCFA  plans  for  encouraging  more  physicians  to  partici- 
pate in  Medicaid? 

Dr.  Davis.  Our  proposal  to  modify  aspectds  of  Medicaid  funding  and  structure 
includes  many  specific  provisions  which  will  increase  States'  flexibility  to  adminis- 
ter the  Medicaid  program.  For  example,  requirements  with  respect  to  the  amount 
and  method  of  reimbursement  of  providers  would  be  eliminated,  including  barriers 
to  reimbursement  based  on  fee  schedules  and  requirements  that  have  restricted 
reimbursement  on  a  prepaid  capitation  basis  to  health  maintenance  organizations. 

We  expect  that  these  changes  will  encourage  States  to  seek  participation  by  all 
efficient  practitioners  in  the  Medicaid  program.  Where  physician  involvement  in 
Medicaid  has  been  low,  these  changes  will  make  it  easier  for  States  to  modify  their 
policies  to  provide  incentives  for  participation. 

I  would  also  like  to  note  that  I  have  created  a  HCFA  Task  Force  designed  to 
review  regulations  to  determine  where  regulatory  burdens  can  be  reduced.  To  the 
extent  Federal  regulations  have  discouraged  physician  participation  in  Medicaid, 
such  inappropriate  effects  will  be  addressed  through  this  Task  Force. 

Mr.  Roybal.  Is  there  any  estimate  of  what  percentage  of  practicing  physicians 
now  participate  in  Medicaid? 

Dr.  Davis.  A  1975  survey  of  physicians  provides  the  best  national  estimates  of 
physician  participation  in  Medicaid.  Just  over  70  percent  of  those  responding  to  the 
survey  reported  that  they  saw  some  Medicaid  patients.  The  distribution  of  re- 
sponses, however,  was  quite  skewed.  While  Medicaid  patients  accounted  for  10 
percent  of  all  physicians'  visits  on  average,  5  percent  of  the  physicians  reported  that 
over  50  percent  of  their  patients  were  Medicaid  recipients  and  nearly  30  percent  of 
the  physicians  reported  that  less  than  1  percent  of  their  practice  was  Medicaid. 
Initial  estimates  from  a  follow-up  survey  conducted  in  1979  confirm  this  pattern  of 
results. 

MINORITY  DATA 

Mr.  Roybal.  Over  the  past  several  years  I  have  become  more  concerned  about  the 
lack  of  data  the  Health  Care  Financing  Administration  has  on  minorities,  especially 
on  the  Hispanic  population.  Could  you  tell  me  what  progress  HCFA  has  made  in 
developing  better  data  on  Medicare  and  Medicaid  for  the  Hispanic  population  in 
this  country? 

Dr.  Davis.  The  new  application  form  for  a  social  security  number  with  the  OMB- 
designated  race/ethnic  classifications  was  instituted  in  November  1980.  This  is  the 
only  form  used  by  the  Social  Security  Administration  with  a  race/ethnic  descrip- 
tion. Since  HCFA  derives  its  demographic  data  on  Medicare  enrollees  from  the  SSA 
beneficiary  files,  it  will  be  many  years  before  Medicare's  administrative  records 
could  be  used  to  produce  data  on  the  use  of  benefits  by  Hispanic  enrollees. 
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Data  from  the  recently  completed  National  Medical  Care  Utilization  and  Expendi- 
ture Survey  (NMCUES)  include  identification  of  Hispanic  persons.  Data  from  the 
survey  are  now  being  processed.  Tabulations  and  analyses  on  the  use  of  medical 
services  by  Hispanic  persons  will  be  forthcoming  during  the  next  18  months. 

The  Medicaid  program  has  instituted  race/ethnic  reporting  requirements  on  the 
States.  Many  States  are  still  in  the  process  of  changing  over  to  the  new  system.  We 
expect  to  publish  data  on  the  use  of  Medicaid  benefits  by  Hispanic  persons  in  some 
States  bv  the  end  of  this  year.  We  expect  to  be  able  to  publish  national  data  during 
1982. 

PHYSICIAN  FINANCIAL  INTERESTS 

Mr.  Roybal.  An  article  by  Dr.  Arnold  Relman  entitled  "The  New  Medical  Indus- 
trial Complex'*  in  The  New  England  Journal  of  Medicine,  states  that  "physicians 
have  direct  financial  interest  in  proprietary  hospitals  and  nursing  homes,  diagnostic 
laboratories,  dialysis  units  and  many  small  companies  that  provide  health  care 
services  of  various  kinds." 

Is  HCFA  investigating  this  area  as  a  possible  source  of  fraud  and  abuse? 

Dr.  Davis.  Present  statutes  do  not  preclude  physicians  from  having  ownership  in 
hospitals,  skilled  nursing  facilities,  dialysis  facilities,  or  other  providers  of  services. 
However,  where  such  ownership  does  exist,  it  is  disclosed  to  us  under  the  disclosure 
provisions  of  Public  Law  95-142.  We  intend  to  monitor  such  conditions  to  identify 
those  situations  which  may  tend  to  be  abusive. 

PROFESSIONAL  STANDARDS  REVIEW  ORGANIZATIONS 

Mr.  Roybal.  I  have  received  a  deluge  of  letters  from  physicians  in  the  State  of 
California  who  think  that  PSROs  are  cost  effective  and  are  doing  a  good  job.  In 
Region  IX  for  the  Department  of  HHS,  what  has  been  the  overall  record  of  PSROs? 

Dr.  Davis.  As  in  other  regional  offices,  Region  IX  has  had  PSROs  ranging  in 
impact  from  notable  to  insignificant.  It  is  estimated  that  of  the  thirty  PSROs  in  this 
region  (twenty-six  in  California),  the  greatest  distribution  for  effectiveness  and  good 
management  lies  in  the  fair  to  moderate  category.  In  general,  the  West  has  demon- 
strated less  impact  than  the  Northeast  but  more  than  the  South. 

To  date,  seven  California  PSROs  have  been  fully  designated,  two  PSROs  have 
consolidated  into  neighboring  PSRO  areas,  two  PSROs  have  been  terminated,  and 
another  termination  has  been  proposed. 

Currently,  a  rating  of  all  PSROs  in  the  areas  of  management  and  performance  is 
underway  and  should  be  completed  this  summer.  As  a  result  of  this  evaluation 
effort,  the  California  PSROs  will  be  ranked  with  other  PSROs  across  the  nation. 

Mr.  Roybal.  One  of  the  concerns  that  many  physicians  have  expressed  to  me  is 
their  fear  that  the  dismantling  of  PSROs  without  an  effective  alternative  in  place 
will  lead  to  skyrocketing  health  costs.  What  is  HCFA's  position  on  this? 

Dr.  Davis.  Where  PSROs  have  had  impact,  they  have  acted  as  a  force  in  contain- 
ing health  care  costs  by  reducing  unnecessary  utilization.  The  control  of  unneces- 
sary utilization,  however,  is  only  one  of  many  different  factors  contributing  to  rising 
costs  in  health  care.  It  is  a  concern  with  the  broader  spectrum  of  rising  health  care 
costs,  as  well  as  unnecessary  utilization,  that  is  seen  in  our  commitment  to  the 
competitive  approach  to  health  care  financing. 

We  recognize  that  unnecessary  utilization  increases  Medicare  and  Medicaid  costs. 
The  scheduled  phase-out  of  the  PSRO  Program  does  not  ignore  the  effectiveness  of 
some  PSROs  in  reducing  utilization.  The  more  successful  PSROs  will  be  maintained 
through  1983  to  allow  them  sufficient  time  for  transition  from  Federal  funding  to 
private  support.  Where  a  PSRO  has  had  no  significant  impact  on  utilization,  we  do 
not  anticipate  an  adverse  effect  on  utilization  rates,  nor  do  we  anticipate  that  the 
absence  of  these  PSROs  will  escalate  health  care  costs. 

With  the  introduction  of  a  competitive  model  into  health  care  financing,  a  com- 
prehensive Federal  review  program  will  no  longer  be  necessary.  However,  appropri- 
ate checks  on  payments  for  services  rendered  to  Federal  patients  will  be  main- 
tained, including  intermediary  utilization  screens.  We  are  confident  that  notable 
problems  in  utilization  will  not  go  undetected  and  that  once  these  are  identified,  the 
intermediary  can  and  will  take  steps  to  correct  the  problem. 

HEALTH  FINANCING  REFORMS 

Mr.  Roybal.  For  the  record,  please  elaborate  on  the  "health  financing  reforms 
that  will  encourage  competition  in  the  health  sector"  that  will  be  in  place  if  PSROs 
are  phased  out  over  the  next  two  years. 

Dr.  Davis.  We  have  not  yet  finalized  the  specific  health  financing  reform  propos- 
als which  will  be  submitted  to  the  Congress  later  this  yer.  By  the  time  PSRO 
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funding  is  phased  out,  however,  we  will  have  instituted  these  reforms  to  replace 
present  incentives  for  excessive  utilization  or  costs  with  incentives  for  delivery  of 
necessary  care. 

We  believe  that  certain  mechanisms  already  in  place,  added  to  new  and  expanded 
approaches  to  encouraging  competition,  will  encourage  the  private  sector  to  assure 
that  utilization  is  controlled.  For  example,  private  accrediting  organizations  such  as 
the  Joint  Committee  on  Accreditation  of  Hospitals  (JCAH)  and  the  American  Osteo- 
pathic Association  (AOA)  require  performance  of  utilization  review  and  other  types 
of  quality  control  activities. 

Continued  expansion  of  alternative  delivery  systems  such  as  financially  viable 
health  maintenance  organizations  (HMOs),  and  other  health  care  systems  with 
incentives  to  control  utilization,  should  encourage  more  self-discipline  in  the  more 
traditional  systems.  Initiatives  which  we  will  be  pursuing  in  the  near  future  include 
development  of  alternatives  to  retrospective  cost  reimbursement  for  Medicare  pro- 
viders and  fee-for-service  reimbursement  for  physicians  and  suppliers  and  incentives 
for  greater  use  of  outpatient  care  and  preventive  services. 

Of  course,  we  are  not  proposing  to  totally  eliminate  the  responsibility  of  HCFA 
and  its  agents  to  take  actions  to  assure  that  program  payments  are  made  only  for 
services  that  are  medically  necessary  and  appropriate.  Carriers  and  intermediaries, 
as  part  of  their  claims  processing  functions,  will  have  the  basic  responsibility  for 
these  activities  for  Medicare  claims. 

Mr.  Roybal.  I  am  told  that  a  return  to  hospital  performed  utilization  review 
versus  the  present  PSRO  system  would  actually  cost  more  per  review.  Is  this  the 
case? 

Dr.  Davis.  Because  utilization  review  costs  are  an  unspecified  portion  of  hospitals' 
general  administrative  expenses,  it  is  not  possible  to  accurately  identify  the  cost  per 
review.  Nonetheless,  it  would  be  logial  to  assume  that  unit  costs  for  hospital 
performed  utilization  review  are  somewhat  higher  than  those  experienced  by  PSROs 
simply  because  many  individual  hospitals  do  not  have  the  efficiencies-of-scale  pos- 
sessed by  PSROs. 

Without  the  elimination  of  utilization  review  requirements  existing  under  current 
law,  however,  the  phase  down  of  PSROs  would  merely  result  in  the  exchange  of  one 
form  of  Federal  control  for  another.  Our  intent  is  to  end  Federal  intervention  in 
order  to  introduce  a  competitive  approach  to  controlling  health  care  costs.  In  order 
to  eliminate  Fedeal  involvement  in  utilization  review,  we  propose  to  eliminate 
Federal  support  of  the  PSRO  program  in  fiscal  year  1984  and  favor  an  immediate 
repeal  of  the  utilization  review  requirements  in  Titles  XVIII  and  XIX  of  the  Social 
Security  Act,  as  amended. 

IMPACT  OF  MEDICAID  CAP 

Mr.  Early.  By  placing  a  cap  on  Federal  expenditures  won't  this  cause  some  States 
to  withdraw  needed  services  from  the  poor?  Won't  this  further  restrict  poor  people's 
access  to  medical  care? 

Dr.  Davis.  States  will  have  many  options  in  implementing  the  flexibilities  given 
to  them  as  part  of  the  Medicaid  cap  proposal.  We  are  not  certain,  therefore,  exactly 
how  each  State  will  respond  to  the  cap.  We  expect,  however,  that  States  may 
respond  to  the  cap  in  different  ways.  First,  proposed  changes  in  the  eligibility 
requirements  for  the  Aid  to  Families  with  Dependent  Children  (AFDC)  program, 
will  result  in  a  reduction  of  approxamtely  400,800  families  or  1.1  million  individuals 
eligible  for  this  program.  Enactment  of 'these  provisions  would  reduce  by  this 
amount,  therefore,  the  number  of  persons  eligible  for  Medicaid  based  on  their  AFDC 
eligibility.  Some  of  these  persons  would  be  covered,  however,  as  "medically  needy." 

We  also  expect  that  many  States  will  choose  to  respond  to  the  cap  and  the 
flexibility  it  offers  by  initiating  more  efficient  methods  of  delivering  services  rather 
than  by  impacting  on  eligibility. 

Finally,  States  already  have  a  great  deal  of  flexibility  in  terms  of  establishing 
AFDC  eligibility  standards  and  deciding  whether  to  extend  coverage  to  the  medical- 
ly needy.  Under  present  law  and  under  the  cap  proposal,  States  can  elect  to  cover 
any  of  the  numerous  optional  services  reimbursed  by  the  Federal  government  (such 
as  eyeglasses  and  rehabilitative  services). 

It  should  also  be  noted  that  our  proposal  protects  the  neediest  current  Medicaid 
beneficiaries  against  loss  of  basic  benefits.  Under  the  cap,  States  will  still  be 
required  to  provide  the  current  mandatory  services  to  all  categorically  needy  recipi- 
ents. 

Mr.  Early.  What  effect  will  the  cap  have  on  the  private  doctors  and  hospitals 
that  participate  in  this  progam? 

Dr.  Davis.  We  expect  that  with  the  imposition  of  the  cap,  States  will  alter  current 
operating  procedures  to  choose  to  do  business  with  efficient  private  doctors  and 
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hospitals.  This  will  occur  because  under  the  cap,  States  will  have  increased  flexibil- 
ity to  structure  their  Medicaid  programs  to  meet  their  needs.  States,  therefore,  will 
have  greater  authority  to  determine  the  methods  of  health  care  delivery,  types  of 
services  and  level  of  reimbursement  which  will  apply  to  their  Medicaid  programs. 

Mr.  Early.  The  cap  would  limit  increases  in  the  Medicaid  budget  to  5  percent  in 
1982  but  the  Medicaid  costs  are  expected  to  increase  more  than  15  percent.  How  will 
the  States  be  able  to  pick  up  the  remaining  costs  when  they  already  find  it  difficult 
to  pay  their  share? 

Dr.  Davis.  In  implementing  the  cap  provision,  we  will  provide  States  with  greater 
flexibility  than  they  had  in  the  past  to  administer  their  Medicaid  programs. 

New  legislative  provisons  will  enable  States  to  implement  a  wide  range  of  strate- 
gies designed  to  control  expenditures  and  foster  efficiency  in  service  delivery.  For 
example,  States  will  have  authority  to: 

Establish  reimbursement  rates  on  other  than  a  reasonable  cost  basis; 

Utilize  competitive  procurement  and  bulk  purchasing  arrangements  for  services 
such  as  durable  medical  equipment,  laboratory  services,  and  some  prescription 
drugs; 

Encourage  the  provision  of  care  through  organized  settings,  such  as  HMO's; 
Exert  greater  control  over  mursing  home  admissions;  and 
Promote  non-institutional  alternatives  for  long  term  care. 

I  would  also  like  to  note  that  States  will  retain  their  current  authority  to  exercise 
flexibility  in  several  areas.  For  example,  States  establish  eligibility  standards  for 
the  AFDC  program,  decide  whether  to  extend  coverage  to  optional  groups,  and 
decide  whether  to  cover  any  of  the  numerous  optional  services  which  are  reim- 
bursed by  the  Federal  government. 

Mr.  Early.  In  order  for  the  States  to  keep  their  costs  down,  to  stay  under  the 
Federal  cap,  which  category  of  people  would  be  the  most  likely  to  bear  the  burden 
of  the  reductions? 

Dr.  Davis.  We  do  not  believe  that  the  ceiling  we  are  proposing  would  compel 
States  to  place  the  burden  of  cost  reductions  on  any  particular  group  of  people.  We 
expect,  rather,  that  States  will  take  advantage  of  the  additional  administrative 
flexibility  given  to  them  in  conjunction  with  the  cap  to  introduce  greater  efficiencies 
into  their  Medicaid  programs. 

Given  the  different  ways  States  can  choose  to  implement  the  cap  and  the  different 
priorities  States  have,  we  cannot  be  certain  how  each  State  might  choose  to  modify 
its  program.  We  do  not  believe  that  the  ceiling  we  propose  will  compel  States  to 
reduce  services  to  those  who  really  need  them. 

CLAIMS  PROCESSING 

Mr.  Early.  With  the  redesigning  of  the  claims  processing  review  in  fiscal  year 
1982,  what  is  the  estimated  reduced  percentage  level  for  eligibility  errors? 

Mr.  Davis.  The  claims  processing  and  eligibility  reviews  are  conducted  independ- 
ent of  each  other.  The  error  rates  represent  different  types  of  error  and  are  not 
related. 

The  claims  processing  reviews  determine  errors  caused  by  claims  paid  in  error 
due  to  faulty  processing  procedures.  These  may  include  overpayment,  noncovered 
services,  ineligible  providers,  and  other  errors. 

The  focus  of  the  eligibility  review  is  on  the  correctness  of  the  determination  of  the 
eligibility  status  of  the  case  during  the  review  month,  i.e.,  was  the  beneficiary 
eligible  to  receive  Medicaid  services  in  the  review  month. 

GRANTS  TO  STATES  FOR  MEDICAID 

Mr.  Conte.  Your  justifications  point  out  the  fact  that  the  Medicaid  budget  has 
been  increasing  each  year  about  15  percent  for  the  past  5  years.  Could  you  take  a 
few  moments  and  tell  us  what  you  consider  to  be  the  primary  components  of  that 
escalating  increase?  Has  the  number  of  persons  receiving  benefits  also  been  increas- 
ing at  a  rate  of  15  percent? 

Dr.  Davis.  The  major  factors  which  cause  changes  in  the  cost  of  the  Medicaid 
program  are  changes  in  prices  paid  for  a  service,  changes  in  the  number  of  recipi- 
ents, and  changes  in  the  rate  of  use  of  services  by  recipients.  The  latter  may  be  due 
to  adding  more  services  to  the  available  benefit  package,  such  as  ICF's  in  the  1972 
amendments.  Although  detailed  data  are  not  available  for  these  factors  on  a  State 
by  State  basis,  a  reasonable  approximation  of  the  impact  of  each  factor  can  be 
estimated. 

By  using  the  CPI  for  Medical  Care  as  a  substitute  for  a  measure  of  the  rate  of 
change  in  prices  paid  by  States  and  the  State  reports  of  recipients  we  can  assume 
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that  the  residual  amount  is  due  to  utilization  of  services  by  recipients  and  changes 
in  the  mix  of  services  used  (intensity). 

From  1972  to  1978  the  average  annual  increase  in  Medicaid  costs  have  been  16.9 
percent  per  year.  Medical  Prices  have  increased  an  average  of  8.6  percent  per  year, 
and  Medicaid  recipients  4.0  percent  per  year.  Since  the  impact  on  costs  of  prices, 
recipients,  and  utilization  is  a  compound  one,  we  can  estimate  that  increases  in  the 
use  of  services  (mostly  associated  with  states  increasing  benefits  under  the  pro- 
gram— such  as  ICF — which  makes  more  types  of  care  available)  is  about  3.5  percent. 

In  the  latter  half  of  the  period,  between  1974  and  1978,  prices  were  a  more 
significant  factor,  while  recipients  were  a  smaller  factor.  In  the  period  from  1974  to 
1978,  the  Medicaid  program  increased  an  average  of  16.2  percent  per  year.  The 
medical  prices  have  increased  about  10.8  percent  per  year  while  recipients  increased 
only  1.3  percent  per  year.  Increases  in  use  or  extensions  of  benefits  remained  at 
about  3.5  percent  per  year. 

Thus  recipients  have  not  been  the  major  factor  contributing  to  Medicaid  cost 
increases  and  have  not  been  growing  at  a  rate  even  approaching  15  percent. 

MEDICAID  CAP  LEGISLATION 

Mr.  Conte.  The  President's  Economic  Recovery  Plan  called  for  a  limit  on  federal 
Medicaid  expenditures  to  a  level  $100  million  below  the  estimated  1981  level.  How 
do  you  propose  to  achieve  this  limit?  As  of  yet,  I  understand  that  no  actual  proposal 
from  the  Administration  has  been  submitted  to  the  authorizing  committees  for 
legislative  changes.  Can  you  share  with  us  the  nature  of  the  changes  you  plan  to 
propose? 

Dr.  Davis.  Legislation  to  be  submitted  to  the  Congress  very  soon  will  propose  a 
ceiling  on  Federal  matching  funds  for  State  Medicaid  expenditures  effective  July  1, 
1981.  This  legislation  will  also  specify  the  additional  areas  of  flexibility  to  be  given 
to  the  States  in  conjunction  with  the  funding  limitation.  We  are  currently  finalizing 
the  proposed  changes  to  the  Medicaid  statute.  Included  are  proposals  to  repeal  some 
current  requirements  and  provide  authority  for  the  Department  to  waive  others. 

Mr.  Conte.  I  am  interested  in  the  same  issue  for  fiscal  1982  expenditures.  Your 
budget,  as  proposed  under  the  existing  law,  calls  for  about  a  10  percent  increase  in 
Medicaid  expenditures  for  1982,  yet  the  President's  program  proposes  to  set  a  cap  of 
a  5  percent  increase  for  1982.  What  legislative  changes  are  you  proposing  to  accom- 
plish this  limit? 

Dr.  Davis.  These  legislative  changes  are  being  finalized  within  the  Department. 
They  will  give  States  new  authority  to  administer  their  Medicaid  programs  to 
respond  to  State  needs.  Some  current  Federal  requirements,  such  as  the  require- 
ment that  mandatory  services  be  provided  to  the  categorically  eligible,  will  be 
retained,  while  others  will  be  proposed  for  repeal.  There  will  also  be  some  provisions 
which  the  Secretary  will  have  authority  to  waive  if  a  State  so  requests. 

IMPLEMENTATION  OF  MEDICAID  CAP 

Mr.  Conte.  Specifically,  do  you  believe  that  this  kind  of  limitation  on  expendi- 
tures can  be  achieved  by  the  States  without  reducing  basic  services  for  the  needy? 

Dr.  Davis.  We  believe  that  the  ceiling  we  are  proposing  will  not  compel  States  to 
reduce  services  to  those  who  really  need  them.  We  expect  that  many  States  will 
choose  to  respond  to  the  cap  and  the  flexibility  it  offers  by  initiating  more  efficient 
methods  of  delivering  services  rather  than  by  reducing  services  for  the  needy.  Also, 
the  cap,  as  proposed  by  the  Administration,  would  not  allow  States  to  cut  back  on 
the  currently  mandated  services  provided  to  the  categorically  needy. 

Mr.  Conte.  When  you  speak  of  making  changes  to  ensure  that  States  have  the 
flexibility  to  amend  their  Medicaid  plans  so  that  they  can  better  control  costs,  what 
changes  are  you  referring  to? 

Dr.  Davis.  The  proposal  will  provide  for  the  repeal  of  some  current  requirements. 
It  also  will  give  the  Secretary  the  authority  to  approve  State  Medicaid  plans  which 
include  specific  exceptions  to  requirements. 

Examples  of  alternatives  which  States  can  pursue  under  the  proposal  include: 

Hospital  reimbursement  rates  set  on  other  than  a  reasonable  cost  basis,  including 
prospective  payment  programs; 

Competitive  procurement  and  bulk  purchase  arrangements; 

Targeting  optional  services  to  specific  populations; 

Variations  in  methods  of  providing  screening  for  children; 

Mandatory  secong  opinion  programs  for  surgery; 

Promotion  of  non-institutional  long-term  care  alternatives; 

Encouragement  of  various  types  of  organized  health  care;  and 

Additional  flexibility  for  controlling  nursing  home  admissions. 
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Mr.  Conte.  Is  it  realistic  to  think  that  you  can  transmit  those  proposed  legislative 
changes  in  time  for  the  Congress  to  fully  consider  them  before  we  move  to  mark-up 
a  fiscal  year  1982  bill? 

Dr.  Davis.  The  proposed  legislative  changes  are  being  finalized  within  the  Depart- 
ment and  should  be  forwarded  for  Congressional  action  very  soon. 

ELIGIBILITY  ERROR  RATES  AND  COST 

Mr.  Conte.  As  I  know  you  know,  one  of  our  great  concerns  is  the  very  large 
number  of  dollars  lost  through  fraud,  waste  and  abuse.  What  are  your  current 
estimates  of  error  rates  in  the  Medicaid  program  and  how  much  do  you  project  is 
lost  each  year  in  Federal  and  State  dollars  due  to  eligibility  errors? 

Dr.  Davis.  National  payment  error  rates,  and  the  associated  misspent  funds  (State 
and  Federal  dollars)  for  the  April-September  1979  period  are  as  follows: 


Misspent 

ii— i  Si? 


Error  rates 


Eligibility1   4.3  $421.1 

Claims  processing   .5  48.5 

Third  party  liability   1  206 

Total  ,   5,0  490.2 

1  Includes  cases  for  which  eligibility  is  determined  by  SSI.  (This  figure  is  different  from  the  error  rates  against  which  disallowances  are  taken 
which  is  5.0  percent.  The  figure  in  the  above  table  includes  SSI  determinations  of  eligibility  which  is  a  lower  error  rate.  Therefore,  the  total  figure 
is  lower.) 

Mr.  Conte.  How  effective  do  you  believe  the  "Medicaid  Quality  Control"  (MQC) 
system  is  at  that  time?  Can  you  attribute  to  it  some  cost  savings?  Do  you  have  any 
other  plans  to  improve  this  situation? 

Dr.  Davis.  By  fiscal  year  1982,  we  expect  the  cost/benefit  ratio  to  be  .26,  or  $3.80 
worth  of  benefit  for  each  dollar  spent  for  operating  the  program.  We  currently  allow 
shifts  in  samples  for  States  which  have  highly  error-prone  areas  in  order  to  obtain 
better  information  about  such  cases.  In  our  effort  to  continually  improve  the  effec- 
tiveness of  the  program,  we  are  making  improvements  in  our  review  procedures  to 
better  identify  both  the  nature  and  cost  of  errors. 

MMIS— SYSTEM  DESIGN  EFFICIENCY 

Mr.  Conte.  As  I  understand  it,  there  are  now  33  States  that  have  "Medicaid 
Management  Information  Systems"  approved  by  HCFA.  Are  these  primarily  com- 
puterized processing  systems  designed  to  process  the  large  volume  of  claims  that 
States  receive?  Are  these  systems  actually  effective  in  reducing  errors  and  abuse 
under  the  system?  For  instance,  do  they  make  it  easier  to  identify  individuals 
cheating  the  system? 

Dr.  Davis.  An  MMIS  is  an  information  storage/retrieval  and  claims  processing 
system  tailored  to  support  efficient  management  of  the  Medicaid  program.  The 
general  systems  design  (GSD)  provides  the  foundation  for  States  in  preparing  a 
detailed  systems  design  to  satisfy  the  specific  program  requirements  in  that  particu- 
lar State.  The  GSD  relies  heavily  on  automation  and  encourages  the  use  of  comput- 
ers whenever  feasible  in  order  to  handle  the  large  claims  volume  generated  by  a 
program  of  this  nature. 

Note. — Thirty-four  States  now  have  an  approved  MMIS. 

The  surveillance  and  utilization  review  subsystem  (SUR's)  of  MMIS  does  make  it 
easier  to  identify  those  providers  who  may  be  abusing  the  system.  While  no  comput- 
er system  identifies  "fraud"  or  even  "abuse,"  it  can  identify  those  providers  whose 
patterns  of  practice  lie  outside  the  norm  or  established  parameters.  Once  the 
computer  has  identified  those  providers  whose  patterns  of  practice  fall  outside  the 
norm,  further  review  is  necessary  to  determine  whether  the  cause  for  the  unusual 
practice  actually  involves  fraud  or  abuse.  SUR's  is  an  excellent  tool  for  identifica- 
tion of  aberrances  of  practice  and,  thus,  affords  a  starting  point  for  the  control  of 
fraud  and  abuse  in  the  Medicaid  program. 

MEDICAID— BUDGET  ESTIMATING  ACCURACY 

Mr.  Conte.  Over  the  past  several  years  there  has  been  some  real  difficulty  in  the 
Medicaid  system  when  it  comes  to  making  reliable  estimates  of  State  Medicaid 
expenditures  for  a  given  year.  I  know  a  "technical  advisory  group"  has  been  formed 
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around  this  issue,  but  can  you  tell  us  what  you  are  doing  to  assure  that  the  States 
are  improving  their  estimating  techniques? 

Dr.  Davis.  The  purpose  of  the  Financial  Management  Technical  Advisory  Group 
(FM-TAG)  is  to  provide  interaction  between  State  and  HCFA  regional  and  central 
office  personnel  for  the  evaluation,  development  and  improvement  of  the  Medicaid 
program  financial  management  operations.  The  FM-TAG  is  composed  of  representa- 
tives from  12  States,  4  regional  offices  and  the  central  office. 

Since  its  inception  in  May  1980  the  FM-TAG  has  held  meetings,  May  and  October 
1980  and  February  1981.  These  meetings  have  focused  on  the  Medicaid  budget 
system  although  other  areas  of  financial  management  activities  including  the  grant 
award  process  and  administrative  budget  have  been  discussed.  Through  the  use  of 
the  FM-TAG,  HCFA  has  been  able  to  successfully  implement  and  operate  an 
expanded  State  oriented  Medicaid  program  budget  reporting  system.  The  FM-TAG 
provided  impact  on  the  design  of  reporting  formats  and  development  of  submission 
requirements  as  well  as  promoting  State  cooperating  during  the  crucial  implementa- 
tion stages.  Efforts  by  the  FM-TAG  are  directly  related  to  HCFA's  ability  to 
prepare  the  President's  fiscal  year  1982  Medicaid  program  budget  based  on  State 
generated  estimates  and  assumption.  Actions  by  the  members  of  the  FM-TAG 
enabled  HCFA  to  timely  perceive  management  needs,  system  enhancements  and 
State  needs  from  a  collective  vantage,  thereby  increasing  the  reliability  of  the 
budgetary  data,  improving  the  State  and  HCFA  relationship  and  enhancing  the 
overall  quality  of  the  Medicaid  program  data. 

BUDGETING  ESTIMATE — STATE  AND  FEDERAL 

Mr.  Conte.  I  understand  that  you  contracted  with  a  couple  outside  firms  to 
develop  cost-estimating  systems  for  the  state  and  Federal  level.  Is  that  correct?  Why 
should  you  go  outside  the  agency  for  such  a  project?  Isn't  that  the  sort  of  project 
that  you  would  have  the  talent  to  pursue  from  within? 

What  do  you  estimate  these  contracts  will  cost  you  overall?  When  will  they  be 
completed? 

Dr.  Davis.  There  is  one  contract  which  is  for  $358,441.00  to  develop  an  actuarial 
basis  for  estimating  Medicaid  costs  that  can  be  applied  on  a  State  basis.  This  work 
was  done  under  contract  because,  at  the  time  of  its  award,  there  were  no  actuaries 
in  the  Medicaid  area.  The  contractor  was  to  develop  a  forecasting  system  that  would 
be  used  by  actuaries  who  have  subsequently  come  on  board,  and  who  were  initially 
working  on  estimating  costs  for  various  program  changes  being  proposed  both  by 
the  Administration  and  Congress. 

This  contract  was  awarded  at  the  end  of  fiscal  year  1979  and  will  run  at  least  two 
years. 

PERFORMANCE  OF  OUTSIDE  CONTRACTORS 

Mr.  Conte.  Related  to  this  issue  of  contracts,  what  sorts  of  checks  do  you  main- 
tain to  assure  that  outside  contractors  are  not  abusing  their  contracts  with  you? 
(The  news  this  morning  mentioned  a  local  firm  that  is  receiving  a  one  year  suspen- 
sion from  any  government  contracts  because  its  President  charged  the  agency  for  a 
tennis  court  and  swimming  pool  he  put  in  his  home). 

Dr.  Davis.  Prior  to  award  of  a  contract,  we  conduct  a  preaward  audit  to  deter- 
mine contractor  responsibility  and  financial  capability.  Frequently  this  includes 
checks  with  other  government  agencies  when  we  are  dealing  with  a  new  contractor. 

We  also  perform  a  comprehensive  evaluation  of  contractor  proposals  to  determine 
the  reasonableness  and  allocability  of  costs  proposed  to  perform  the  work  covered  by 
the  contract.  The  findings  resulting  from  this  evaluation  form  the  basis  for  our 
negotiation  of  the  contract. 

Contract  Administration  activities  after  award  include  technical  monitoring  of 
contractor  performance,  including  occasional  site  visits.  Monthly  vouchers  submit- 
ted by  the  contractor  are  reviewed  and  approved  by  both  the  project  officer  and  the 
contracting  officer  to  insure  that  costs  claimed  are  reasonable,  allowable  and  com- 
mensurate with  the  work  performed. 

The  contracting  officer  will  suspend  payment  for  any  questionable  contract  costs 
claimed,  until  the  questions  are  resolved  by  further  review  or  audit.  The  contractor 
is  not  paid  for  any  costs  which  the  contracting  officer  determines  to  be  unallowable. 

After  the  contractor  has  completed  all  work  under  the  contract,  a  final  audit  is 
performed,  including  an  examination  of  all  books  and  records  applicable  to  the 
contract.  As  appropriate,  based  upon  the  findings  resulting  from  this  final  audit 
report,  the  contractor  is  required  to  reimburse  the  government  for  any  payments 
made  for  costs  which  are  subsequently  determined  by  the  contracting  officer  to  be 
unallowable. 
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CASH  MANAGEMENT 

Mr.  Conte.  Your  justification  mentions  briefly  that  your  agency  has  initiated  a 
change  in  the  procedures  used  by  the  States  to  draw  down  federal  funds  to  match 
State  expenditures.  Could  you  explain  the  changes  you  propose  and  give  us  an  idea 
of  the  savings  that  would  result  from  them? 

Dr.  Davis.  The  procedure  to  which  you  refer  is  called  the  checks  paid/delay  of 
drawdown  letter  of  credit. 

Presently,  States  obtain  Fedeal  cash  for  the  Federal  share  of  Medicaid  payments 
they  make  through  a  Federal  Reserve  letter  of  credit.  In  most  States,  this  happens 
1-3  days  before  the  actual  vendor  payment  checks  are  issued  by  the  States.  As  a 
consequence,  the  Federal  funds  are  not  used  to  cover  Medicaid  costs  until  the  State 
checks  clear  back  through  the  State's  bank.  This  increases  the  Federal  Treasury's 
interest  costs  to  finance  the  public  debt. 

In  fiscal  year  1980,  the  Department  began  an  effort  to  alter  the  letter  of  credit 
arrangement  with  States  for  the  Public  Assistance  Programs  (Medicaid,  AFDC,  Title 
XX).  Basically,  the  effort  will  place  States  on  a  new  form  of  letter  of  credit.  This 
new  letter  of  credit  is  known  as  either  a  checks  paid  letter  of  credit  or  a  delay  of 
letter  of  credit.  Initial  plans  are  to  implement  the  delay  of  drawdown  letter  of  credit 
with  the  largest  States  first  and  then  to  move  to  a  checks  paid  letter  of  credit.  Both 
letter  of  credit  forms  delay  the  release  of  Federal  cash  to  the  State  until  funds  are 
actually  needed  to  cover  the  Federal  share  of  Medicaid  vendor  payments. 

In  addition  to  an  interest  savings  to  the  Treasury,  implementation  of  the  new 
letter  of  credit  method  results  in  a  one-time  gap  in  the  flow  of  Federal  cash  to  the 
States.  This  results  from  the  later  release  of  Federal  cash  to  the  States  and  is 
reflected  in  the  budget  as  an  outlay  reduction.  The  current  law  budget  for  Medicaid 
reflects  the  following  outlay  reductions  due  to  this  effort:  Fiscal  year  1980,  $162.0 
million;  fiscal  year  1981,  $98.1  million;  fiscal  year  1982,  $121.4  million. 

STATE  SURVEY  AND  CERTIFICATION  ACTIVITIES 

Mr.  Conte.  In  the  area  of  State  survey  and  certification  activities,  I  notice  that 
you  are  seeking  nearly  $3  million  less  in  fiscal  year  1982  than  you  received  for  fiscal 
1981.  I  understand  that  you  plan  to  accomplish  these  savings  by  revising  Depart- 
ment regulations  that  now  require  annual  surveys  of  all  health  care  providers  of 
long  term  care  facilities. 

My  question  is:  If  you  no  longer  have  annual  surveys  of  these  providers  to  assure 
an  optimum  quality  of  care,  aren't  you  likely  to  encourage  a  lower  standard  of  care? 
How  often  would  you  require  a  survey? 

Dr.  Davis.  The  change  in  regulations  will  not  result  in  lower  standards  of  care, 
but  rather  it  will  give  us  the  flexibility  to  place  highest  emphasis  on  facilities  where 
the  standard  of  care  needs  improvement.  This  approach  will  also  permit  us  to 
develop  survey  plans  which  eliminate  unnecessary  surveys  of  facilities  known  to 
consistently  maintain  certification  standards. 

In  order  to  set  priorities  for  survey  activity,  we  are  identifying  the  key  standards 
which  are  critical  to  facility  operations.  Using  the  Medicaid/Medicare  Management 
Automated  Certification  System  (MMACS),  we  will  identify  those  key  standards 
most  often  unmet.  Subsequently,  we  intend  to  survey  facilities  based  on  the  identifi- 
cation process  where  facility  data  is  reviewed  in  relation  to  the  key  standards.  This 
review  strategy,  supported  by  a  program  of  sample  surveys  of  facilities  under 
reduced  surveillance,  should  provide  reasonable  assurances  that  the  good  facilities 
will  maintain  high  standards. 

Mr.  Conte.  Federal  law  currently  requires  an  annual  survey  of  skilled  nursing 
facilities.  Will  you  seek  a  change  in  the  law  to  allow  less  frequent  surveys? 

Dr.  Davis.  Yes,  we  are  requesting  a  change  on  the  law  to  give  us  the  flexibility  to 
survey  on  other  than  an  annual  basis.  The  request  is  part  of  the  Medicare/Medicaid 
Amendments  of  1981,  which  will  be  forwarded  to  Congress  in  the  near  future. 

FEDERAL  MATCHING  RATES 

Mr.  Conte.  I  realize  that  matching  rates  or  benefits  paid  to  States  range  from 
approximately  50  to  80  percent  depending  on  per  capita  income  among  other  fac- 
tors. Would  you  provide  a  table  for  the  record  that  would  show  at  what  rate  each 
State  is  reimbursed  for  both  "medical  vendor  payments"  and  for  "State  Administra- 
tion" over  the  past  5  years? 

Dr.  Davis.  The  following  schedules  show  the  biannual  Federal  Medical  Assistance 
Percentages  for  fiscal  years  1978  through  1983.  The  percentages  are  based  on  the 
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Bureau  of  Labor  Statistics  and  are  effective  from  October  1,  through  September  30, 
of  each  year. 

FEDERAL  MEDICAL  ASSISTANCE  PERCENTAGES 


1978  and  1980  and  1982  and 
1979  1981  1983 


Alabama  ;   72.58  71.32  71.13 

Alaska   50.00  50.00  50.00 

Arizona   60.81  61.47  59.87 

Arkansas   72.06  72.87  72.16 

California   50.00  50.00  50.00 

Colorado  '■.   53.71  53.16  52.28 

Connecticut   50.00  50.00  50.00 

Delaware   50.00  50.00  50.00 

District  of  Columbia   50.00  50.00  50.00 

Florida   56.55  58.94  57.92 

Georgia   65.82  66.76  66.28 

Guam   50.00  50.00  50.00 

Hawaii   50.00  50.00  50.00 

Idaho   63.58  65.70  65.43 

Illinois   50.00  50.00  50.00 

Indiana   57.86  57.28  56.73 

Iowa   51.96  56.57  55.35 

Kansas   52.35  53.52  52.50 

Kentucky   69.71  68.07  67.95 

Louisiana   70.45  68.82  66.85 

Maine   69.74  69.53  70.63 

Maryland   50.00  50.00  50.00 

Massachusetts   51.62  51.75  53.56 

Michigan   50.00  50.00  50.00 

Minnesota   55.26  55.64  54.39 

Mississippi   78.09  77.55  77.36 

Missouri   60.66  60.36  60.38 

Montana   61.10  64.28  65.34 

Nebraska   53.46  57.62  58.12 

Nevada   50.00  50.00  50.00 

New  Hampshire   62.85  61.11  59.41 

New  Jersey   50.00  50.00  50.00 

New  Mexico   71.84  69.03  67.19 

New  York   50.00  50.00  50.88 

North  Carolina   67.81  67.64  67.81 

North  Dakota   50.71  61.64  62.11 


Northern  Mariana  Islands   50.00 


Ohio   55.46  55.10  55.10 

Okahoma   65.42  63.64  59.91 

Oregon   57.29  55.66  52.81 

Pennsylvania   55.11  55.14  56.78 

Puerto  Rico   50.00  50.00  50.00 

Rhode  Island   57.00  57.81  57.77 

South  Carolina   71.93  70.97  70.77 

South  Dakota   63.80  68.78  68.19 

Tennessee   68.88  69.43  68.53 

Texas   60.66  58.35  55.75 

Utah   68.98  68.07  68.64 

Vermont   68.02  68.40  68.59 

Virgin  Islands   50.00  50.00  50.00 

Virginia   57.01  56.54  56.74 

Washington   51.64  50.00  50.00 

West  Virginia   70.16  67.35  67.95 

Wisconsin   58.53  57.95  58.02 

Wyoming   53.44  50.00  50.00 
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CRITERIA  TO  BE  USED  FOR  PSRO  PHASEOUT 

Mr.  Conte.  I  believe  that  your  budget  calls  for  closing  60  PSROs  by  the  end  of 
fiscal  year  1982— leaving  about  125  for  phaseout  by  the  end  of  fiscal  year  1983.  Can 
you  provide  us  with  the  criteria  that  will  be  used  to  judge  which  PSROs  are  phased 
out  first? 

Dr.  Davis.  All  PSROs  will  be  evaluated  and  ranked  using  a  performance  criteria 
scoring  system  developed  by  HCFA.  HCFA  data  on  individual  PSRO  utilization 
indices  will  be  included  in  the  ranking  process.  The  criteria  will  be  used  by  Regional 
project  officers  to  evaluate  PSRO  performance.  Once  completed,  the  materials  on 
each  PSRO  will  be  forwarded  to  HCFA  where  PSROs  will  be  ranked  nationally  and 
notified  of  their  ranking  by  late  May.  PSROs  with  the  lowest  ranking  (that  have 
shown  poorest  performance  over  the  recent  years),  will  be  the  first  terminated. 

The  Performance  Evaluation  Criteria  listed  below  are  directed  towards  those 
areas  where,  we  believe,  PSROs  should  be  effective  or  have  shown  impact.  Continu- 
ing the  emphasis  of  recent  years,  the  criteria  focus  on  the  impact  PSROs  have  had 
on  utilization,  quality,  and  improved  management  using  the  objective  setting  proc- 
ess. As  much  as  66  percent  of  a  PSRO's  evaluation  is  concentrated  in  this  critical 
performance  area.  As  a  result,  we  believe  that  PSROs  with  the  highest  ranking  will, 
in  fact,  be  those  that  are  considered  to  be  the  most  effective  PSROs. 

The  following  list  details  the  specific  categories  covered  by  the  PSRO  Evaluation 
Criteria,  along  with  the  weights  assigned  to  each  category. 

I.  Organization  and  Program  Management  (13  percent): 

+  Board  and  Committee  Commitment; 

+  Administrative  and  Financial  Management; 

+  Cost  Efficiency. 

II.  Performance  of  Review  Operations-Compliance  and  Process  (36  percent): 

+  Acute  Care  Review; 

+  Special  Actions  to  Address  Identified  Problems; 
+  Medical  Care  Evaluation  Studies; 
+  Data; 
+  Profiles. 

III.  Performance  of  Review-Impact/ Potential  Impact  (51  percent): 

+  Management-Objectives; 

+  Impact-Utilization  Objectives; 

+  Impact-Quality. 

Bonus  Points:  (will  allow  up  to  a  15  percent  increase  over  the  score  on  Perform- 
ance of  Review/ Potential  Impact): 

+  Additional  Review  Activities; 

+  Special  Contributions  to  the  Art  of  PSRO  Review. 

ELIMINATION  OF  PSROS  VERSUS  ESCALATING  HEALTH  CARE  COSTS 

Mr.  Conte.  One  concern  I  do  have  in  this  regard  is  that  it  is  likely  to  take  4  or 
more  years  before  competition  in  the  health  care  industry  actually  helps  to  control 
costs  in  a  significant  way.  Aren't  you  concerned  that  in  the  meantime  with  the 
elimination  of  PSROs  and  your  proposal  to  no  longer  mandate  "Utilization  Review 
Activities"  that  health  care  costs  will  simply  escalate  irresponsibly? 

Dr.  Davis.  Our  intent  is  not  to  eliminate  PSROs,  but  to  gradually  withdraw 
Federal  support  of  this  program  over  a  three  year  period.  It  is  expected  that 
effective  PSROs  will  increase  their  private  review  efforts  and  gradually  make  the 
transition  to  full  private  financial  support. 

The  initial  phase  of  terminations  will  be  directed  toward  those  PSROs  least 
successful  in  meeting  their  program  responsibilities  and  least  successful  in  reducing 
utilization.  Because  the  PSROs  being  eliminated  are  "poor  performers",  we  believe 
that  the  reduction  in  number  of  PSROs  will  not  increase  utilization  rates  or  pro- 
gram costs.  Consequently,  adverse  changes  and  disproportionate  increases  in  health 
care  costs  are  not  expected  in  these  areas. 

As  competition  emerges,  third  party  payors,  employer  groups,  unions,  and  other 
large  investors  in  health  care  are  expected  to  adopt  utilization  review  strategies  in 
an  effort  to  control  costs.  Established  systems  such  as  PSRO  review  and  utilization 
screens  will  be  utilized  by  these  groups. 

PROSPECTIVE  RATE  SETTING  PROGRAM 

Mr.  O'Brien.  The  HHS  Office  of  Research,  Demonstrations  and  Statistics  (ORDS) 
is  charged  with  directing  experimental  or  demonstration  projects  to  study  or  evalu- 
ate reimbursement,  coverage,  eligibility  and  management  alternatives  to  the  pres- 
ent Federal  programs,  notably  Medicare  and  Medicaid.  Can  you  provide  total  ex- 
penditures during  the  last  fiscal  year  for  ORDS  and  the  projects  it  funds? 
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Dr.  Davis.  During  fiscal  year  1980,  the  Office  of  Research,  Demonstrations  and 
Statistics  obligated  a  total  of  $45.9  million.  Of  this  amount,  $3.9  million  was  for 
experiments,  studies  and  demonstrations  of  prospective  rate  setting. 

Mr.  O'Brien.  How  much  is  budgeted  for  this  fiscal  year  and  the  following  one  for 
grants  to  such  projects? 

Dr.  Davis.  In  fiscal  year  1981  and  fiscal  year  1982  the  ORDS  budget  request  totals 
$46  million  each  year  for  all  types  of  research  and  demonstration  grants  and 
contracts.  The  amount  for  prospective  rate  setting  projects  would  be  $2.1  million  in 
fiscal  year  1981  and  $2.1  million  in  fiscal  year  1982. 

Mr.  O'Brien.  During  the  past  9  years,  the  Department  has  been  involved  in 
several  State  level  hospital  prospective  payment  programs  including  Maryland, 
Connecticut,  New  Jersey,  Washington  and  Rhode  Island.  Does  the  agency  have  a 
mechanism  for  assessing  the  potentially  duplicative  elements  of  a  project  at  the 
application  stage? 

Dr.  Davis.  The  Health  Care  Financing  Administration  has  taken  an  active  role  in 
encouraging  innovative  hospital  reimbursement  systems  that  have  the  potential  for 
holding  down  the  rate  of  increase  in  hospital  costs.  At  the  present  time,  HCFA  is 
participating  in  State  rate  setting  systems  in  Maryland,  New  Jersey  and  Washing- 
ton. Each  of  these  State  systems  is  clearly  different  and  unique  though  they  may 
utilize  some  similar  methodology  in  the  rate  setting  process,  e.g.,  both  Maryland 
and  New  jersey  use  inflation  indices  to  determine  anticipated  price  increase  in  the 
cost  of  goods  and  services. 

Before  awarding  administrative  funds  or  granting  waivers  for  Medicare  and  Med- 
icaid, project  applications  are  carefully  reviewed  within  HCFA  as  well  as  by  a  group 
of  outside  health  care  experts.  One  criterion  for  review  is  the  potential  overlap  of 
proposed  projects  with  other  HCFA  projects.  The  review  process  assures  that  dupli- 
cative projects  are  not  approved.  In  the  future  we  will  continue  to  stress  the  testing 
of  innovative  hospital  payment  systems.  At  times,  however,  there  will  be  the  neces- 
sity to  replicate  projects  in  order  to  enhance  the  generalizability  of  the  results. 

Mr.  O'Brien.  Are  ongoing  projects  assessed  by  the  agency  on  a  regular  basis  to 
determine,  first  whether  the  project  is  proving  to  be  more  cost  effective  than  the 
current  system  and  second,  whether  the  project  is  affecting  the  quality  of  health 
care  or  reducing  access  to  health  services?  If  so,  do  these  assessments  appear  in 
written  reports  to  your  office  or  to  the  Congress? 

Dr.  Davis.  HCFA  closely  monitors  a  project  from  the  time  of  its  award  to  make 
sure  that  the  project's  implementation  is  consistent  with  its  design  and  objectives. 
We  have  also  routinely  required  upper  limits  on  the  amount  of  Medicare  and 
Medicaid  payments  that  can  be  made  during  the  demonstrations,  to  assure  that  the 
demonstration  system  is  at  least  as  cost  effective  as  the  present  system.  In  addition 
to  our  internal  project  management,  HCFA  contracted  in  1978  for  the  conduct  of  a 
National  Hospital  Rate  Setting  Study.  Nine  prospective  reimbursement  programs 
are  being  evaluated  in  great  detail  (Arizona,  Connecticut,  Maryland,  Massachusetts, 
Minnesota,  New  Jersey,  New  York,  Washington  and  Western  Pennsylvania),  al- 
though all  programs  in  existence  between  1970  and  1979  will  be  studied  in  the 
hospital  cost  impact  analyses.  This  is  the  most  comprehensive  evaluation  of  prospec- 
tive reimbursement  programs  undertaken  to  date.  A  broad  array  of  data  will  be 
assembled  on  more  than  half  the  community  hospitals  in  the  United  States  and 
used  to  examine  many  important  aspects  of  hopsital  behavior  and  performance.  In 
addition  to  examining  cost  impacts,  the  evaluation  focuses  on  the  administrative 
costs  of  operating  each  program,  the  organizational  environment  most  conducive  to 
effective  rate  setting  and  the  effect  of  the  differential  change  in  hospital  costs 
attributable  to  alternate  rate  setting  methodologies.  Substudies  will  also  assess  the 
effects  of  rate  setting  across  a  wide  range  of  subjects  including  quality  of  care, 
access  and  substitution  of  noninpatient  care. 

Initial  reports  have  been  published  and  sent  to  the  congressional  committees, 
including  case  studies  and  a  comparative  analysis  of  the  various  hospital  rate 
setting  programs.  Preliminary  quantitative  analysis  dealing  with  the  effects  of  these 
and  other  State  hospital  rate  setting  programs  are  summarized  in  the  Winter  1981 
issue  of  the  Health  Care  Financing  Review. 

Mr.  O'Brien.  Is  provision  made  to  terminate  Federal  support  for  a  project  shown 
be  to  cost  ineffective  or  one  affecting  adversely  quality  care? 

Dr.  Davis.  To  ensure  against  cost  ineffective  projects,  HCFA  has  routinely  re- 
quired an  upper  limit  or  cap  on  Medicare  and  Medicaid  program  payments  in  the 
State  rate  setting  systems  in  which  we  are  participating.  These  limits  are  targeted 
at  what  our  payments  would  have  been  absent  the  reimbursement  experiment. 
Projects  are  reviewed  at  least  on  an  annual  basis.  If  after  careful  scrutiny,  projects 
are  found  to  be  cost  ineffective  or  adversely  affecting  the  quality  of  care,  they  would 
be  terminated. 
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REDUCTION  IN  COSTS  VERSUS  IMPROVEMENT  IN  QUALITY 

Mr.  O'Brien.  It  is  generally  held  that  both  reduction  in  costs  and  improvement  in 
quality  are  conducive  to  competition.  If  one  assumes  that  some  PSROs  have  been 
effective  in  both  areas,  as  I  believe,  then  would  it  not  follow  that  PSRO  would  be 
complementary  to  a  competition  based  financing  system  instead  of  conflicting  with 
the  intent  of  such  a  system? 

Dr.  Davis.  Yes,  we  believe  that  PSROs  with  a  record  of  good  performance  in 
reducing  utilization  and  improving  the  quality  of  care  could  play  an  important  part 
in  the  competitive  approach.  While  work  has  not  been  completed  on  the  Administra- 
tion's approach,  we  can  suggest  possible  roles  for  PSROs. 

Insurers  and  providers  will  feel  constrained  under  the  competitive  approach  to 
monitor  utilization  very  closely.  Unnecessary  utilization  represents  a  drain  on  the 
potential  for  insurers  and  providers  not  only  to  cover  costs,  but  also  to  realize  a 
profit.  PSROs  that  have  performed  effective  utilization  review  may  be  contracted  to 
continue  this  activity. 

Qualified  health  plans  and  providers  will  also  be  developing  their  own  schemes 
for  quality  assurance.  Since  PSROs  have  experience  with  Medical  Care  Evaluation 
studies  including  criteria  setting,  data  analysis,  and  peer  review,  providers  and 
qualified  health  plans  may  find  it  in  their  best  interest  to  tap  this  expertise. 

In  these  and  other  ways,  PSROs  could  be  complementary  to  a  competition  based 
financing  system.  Seeing  such  possible  roles,  PSROs  will  be  seeking  to  extend  their 
review  efforts  to  the  private  sector. 
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JUSTIFICATION  OF  BUDGET  ESTIMATES 

DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
HEALTH  CARE  FINANCING  ADMINISTRATION 


Page 

1982  Estimate  Number 


Pos.  Amount 


Grants  to  States  for 
Medicaid      $18,365,608,000  1 

Payments  to  Health  Care 
Trust  Funds      $14,520,075,000  26 

Program  Management   4,871  $     107,704,000  47 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
HEALTH  CARE  FINANCING  ADMINISTRATION 
Grants  to  States  for  Medicaid 


For  carrying  out,  except  as  otherwise  provided,  title  XIX  of  the  Social 
Security  Act  [$15,877,052,000]    $18,365,608,000  to  remain  available  until 
expended.  1/ 

For  making,  after  June  30  of  the  current  fiscal  year,  payments  to  States 
under  title  XIX  of  the  Social  Security  Act,  for  the  last  three  months  of 
the  current  fiscal  year;  and- for  making  after  July  31  of  the  current 
fiscal  year,  payments  for  the  first  quarter  of  the  succeeding  fiscal  year; 
such  sums  as  may  be  necessary,  the  obligations  incurred  and  the  expendi- 
tures made  thereunder  for  payments  under  such  title  to  be  charged  to  the 
subsequent  appropriation,  therefore,  for  the  current  or  succeeding  fiscal 
year. 

In  the  administration  of  title  XIX  of  the  Social  Security  Act,  payments  to 
a  State  under  such  title  for  any  quarter  in. the  period  beginning  July  1  t 
of  the  prior  year  and  ending  September  30  of  the  current  year  may  be  made 
with  respect  to  a  State  plan  approved  under  such  title  prior  to  or  during 
such  period,  but  no  such  payment  shall  be  made  with  respect  to  any  plan 
for  any  quarter  prior  to  the  quarter  in  which  a  subsequently  approved 
plan  was  submitted. 

Such  amounts  as  may  be  necessary  from  this  appropriation  shall  be  available 
for  grants  to  States  for  any  period  in  the  prior  fiscal  year  subsequent  to 
June  30  of  that  year.  (No  payment  shall  be  made  from  this  appropriation  to 
reimburse  State  or  local  expenditures  made  prior  to  October  1,  1978;  unless 
a  request  for  reimbursement  had  been  officially  transmitted  to  the  Federal 
Government  by  the  State  within  two  years  after  the  fiscal  year  in  which  the 
expenditure  occurred.]  2/ 


y   This  language  was  inserted  by  Congress  in  FY  1980  to  provide  authority, 
in  the  event  that  the  budget  estimates  are  high,  to  use  funds  appro- 
priated but  not  obligated  in  one  fiscal  year  for  obligation  and  expen- 
ditures in  a  subsequent  year. 


V  Public  Law  96-272,  "Adoption  Assistance  and  Child  Welfare  Act  of  1980" 
replaced  this  provision  and  provides  for  payment  of  claims  within  a 
prescribed  2-year  time  limit,  unless  there  was  good  cause  for  the 
failure  of  the  State  to  file  such  a  claim  within  the  2-year  limit. 
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LANGUAGE  ANALYSIS 


Language  Provision 


Explanation 


Tor  making  after  June  30  of  the 
current  fiscal  year,  payments  to 
States  under  title  XIX  of  the 
Social  Security  Act,  for  the.  last 
three  months  of  the  current  fiscal 
year;  and  for  making  after  July  31 
of  the  current  fiscal  year;  pay- 
ments for  the  first  quarter  of  the 
succeeding  fiscal  year,  such  sums 
as  may  be  necessary,  the  obliga- 
tions incurred  and  the  expendi- 
tures made  thereunder  for  payments 
under  such  title  to  be  charged  to 
the  subsequent  appropriation, 
therefore  for  the  current  or 
succeeding  fiscal  year." 


This  provision  allows  the  use 
of  this  appropriation  to  make 
grant  awards  to  States  during 
the  last  quarter  of  the  cur- 
rent year  and  also  for  the 
first  quarter  of  the  succeed- 
ing fiscal  year. 


"...but  no  such  payment  shall  be 
made  with  respect  to  any  plan  for 
any  quarter  prior  to  the  quarter 
in  which  a  subsequently  approved 
plan  was  submitted. 


This  language  restricts  pay- 
ments for  ma  tenable  expendi- 
tures to  those  contained  in 
a  current  State  plan. 


"Such  amounts  as  may  be  necessary  This  provision  reconfirms 

from  this  appropriation  shall  be  authority  provided  in  the 

available  for  grants  to  States  for  prior  year  appropriation  to 

any  period  in  the  prior  fiscal  year  permit  the  use  of  subsequent 

subsequent  to  June  of  that  year."  year  funds  for  grants  for 

the  fourth  quarter  of  the 
current  year. 
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AMOUNTS  AVAILABLE  FOR  OBLIGATION 

1980  1981  1982 

Revised  Revised 
Actual   Estimate  Request 

Appropriation    $14,775,799,000         $16,580,298,000  $18,365,608,000 

Withheld  from  obliga- 
tion and  expendi- 
tures                                 -150,000,000  1/    — 

Budget  rescission  ...  -30,000,000  2/   —     


Subtotal,  Appropria- 
tions   '     $14,595,799,000         $16,580,298,000  $18,365,608,000 

Real  transfer  to: 

Office  of  the  Inspec- 
tor General    ......  -40,660,000   —     


Subtotal    $14,555,139,000         $16,580,298,000  18,365,608,000 

Unobligated  Balance, 
start  of  year   —  2,420,000  — 

Unobligated  Balance, 

end  of  year    -2,420,000  —  — 

Appropriation  available 

from  prior  year    -3,834,733,000          -3,724,775,000  -4,410,000,000 

Appropriation  avail- 
able from  subsequent 

year    3,724,775,000            4,410,000,000  4,906,000,000 


Total,  Obligations    $14,442,761,000         $17,267,943,000  $18,861,608,000 


1/  Amount  of  FY  1980  Appropriation  withheld  from  obligation  and  expendi- 
tures pursuant  to  Section  201  of  H.R.  4389  as  enacted  by  P.L.  96-123. 


2/  The  Supplemental  Appropriation  Act  of  1980  contained  a  rescission  of 
$30,000,000  of  funds  appropriated  for  grants  to  States  for  Medicaid 
Under  Public  Law  96-123,  the  Fiscal  Year  1980  Continuing  Resolution. 
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SUTMAFY  OF  CHANGES 

1981  Revised  Estimate   $16, 580, 298  ,  000 

1982  Revised  Request   18,365,608,000 

Net  Change   +1,785,310,000 

Increases; 

1.981  Revised 

Program:  Base   Change  from  Base 

1.  State  Estimate-Medical  Payments....      $15,573,362,000  +1,882,974,000 

2.  State  Estimate-Administration  and 

Training   803,310,000  +62,397,000 

3.  State  Certification  -  FY  1980 

Carryover   -4,886,000  +4,886,000 

4.  Omnibus  Reconciliation  Act  1980    -1,000,000  +2,000,000 

5.  Utilization  Review  Adjustment    1,700,000  +7,700,000 

Subtotal    +1,959,957,000 

Decreases: 
Program: 

1.  Financing  Adjustment  for  FY  1980 

a.  Medical  Payments   139,716,000  -139,716,000 

b.  Administration  and  Training....  31,956,000  -31,956,000 

2.  State  Certification   36,140,000  -2,975,000 

Subtotal    -174,647,000 

TOTAL  NET  CHANGE    +1,785,310,000 
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Significant  Items  in  House  Appropriation  Committee 
Report 


Item 


Action  Taken  Or  To  Be  Taken 


1981  House  Report 


1.    The  Committee  directs  that 
the  improvement  efforts  in 
developing  budget  estimates 
receive  a  high  priority 
within  the  Department  and 
HCFA. 


A  status  report  was 
delivered  on 
February  22,  1981. 
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AUTHORIZING  LEGISLATION 


1981 
Amount 
Authorized 


1981 
Revised 
Estimate 


1982 
Amount 
Authorized 


1982 
Revised 
Request 


Grants  to  States  for 
Medicaid  (Social 
Security  Act,  Title 
XIX,  Sec.  1901)    Indefinite 


$16,580,298,000       Indefinite  $18,365,608,000 
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TABLE  OF  ESTIMATES  AND  APPROPRIATIONS 

Year 

Budget 
Estimate 
to  Congress 

House 
Allowance 

1  Senate 
Allowance 

Appropriation 

1972 

4,278,662,000 

4,278,662,000 

4,278,662,000 

4,278,662,000 

1973 

5,761,2*5,000 

5,761,245,000 

5,761,245,000 

5,761,245,000 

1974 

5,090,787,000 

5,090,787,000 

5,000,000,000 

5,000,000,000 

1975 

7,254,577,000 

6,966,375,000 

6,966,375,000 

6,966,375,000 

1976 

8,261,993,000 

3,261,993,000 

8,510,026,000 

8,510,026,000 

1977 

10,193,193,000 

10,193,193,000 

10,193,193,000 

10,193,193,000 

1978 

11,765,000,000 

11,413,400,000 

10,699,000,000 

10,699,000,000 

1979 

12,138,589,000 

12,050,589,000 

11,785,589,000 

11,785,589,000 

1980 

14,865,629,000 

14,735,139,000 

14,705,139,000 

14,705,139,000 

1981 

15,877,052,000 

15,877,052,000 

16,580,298,000 

1982 

18,365,608,000 

1/  Excludes  reduction  of  $95,500,000  in  appropriated  budget  authority  for  com- 
pliance with  Section  304  of  P.  L.  96-38. 

2/  Excludes  reduction  of  $150,000,000  in  appropriated  budget  authority  for  com- 
pliance with  Section  201  of  H.  R.  4389  as  enacted  by  P.  L.  96-123. 

3/  The  appropriation  for  this  account  for  1981  had  not  been  enacted  at  the  time 
this  budget  was  prepared.  The  1981  amounts  shown  are  based  upon  a  contin- 
uing resolution  (P.L.  96-536)  in  effect  through  June  5,  1981. 
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JUSTIFICATION 
Grants  to  States  for  Medicaid 
(Social  Security  Act,  Title  XIX,  Section  1901] 


AUTHORIZATION:  INDEFINITE 


1981  1962 
Revised  .  Revised  Increase/ 

Program  Activity  Estimate  Request  Decrease 


1.  Medicaid  vendor 

payments  $15,713,778,000       $17,466,736,000  $+1,752,958,000 

2.  State  and  local 

administration  856,520,000             898,872,000  +32,352,000 

Total  Appropriation  $16,580,298,000       $18, 365, OOP  $+1,785,310,000 


Purpose  and  Method  of  Operations  -  The  purpose  of  Title  XIX,  which  became 
effective  in  January  1956,  is  to  assist  States  to  provide  medical  care 
to  their  low-income  population.    In  order  to  meet  this  objective,  Grants 
for  Medical  Assistance  under  Title  XIX  of  the  Social  Security  Act  (Medicaid) 
are  made  to  States  and  jurisdictions  having  plans  approved  by  the  Department 
of  Health  and  Human  Services  (currently  Arizona  is  the  only  State  or 
jurisdiction  not  having  a  Medicaid  program).    The  basis  mandate  under  Medicaid 
is  to  provide  coverage  for  SSI  and  AFDC  beneficiaries  for  inpatient  and 
outpatient  hospital  care,  physician  services,  laboratory  and  X-ray,  skilled 
nursing  and  home  health  services  for  recipients  over  age  21,  family  planning, 
and  early  and  periodic  screening,  diagnosis  and  testing  for  children  within 
this  mandate.    States  have  considerable  flexibility  in  some  areas  but  are 
constrained  by  Federal  requirements  in  other  areas. 

Federal  funds  are  made  available  to  States  to  cover  benefit  costs  on  the 
basis  of  a  formula  which  determines  the  percentages  of  total  program  costs 
to  be  matched  by  Federal  dollars.    The  rate  for  each  State  may  range  between 
50  and  83  percent  dependent  upon  its  relative  per  capita  income.    Costs  of 
administering  the  program  are  matched  at  various  rates  which  range  from 
50  to  90  percent  depending  upon  the  type  of  cost. 
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Justification  for  FY  1982  Revised  Budget  -  The  Medicaid  program  has  been 
growing  faster  than  15%  a  year  for  the  past  5  years.    The  current  system 
of  open-ended  Federal  payments  to  States  and  excessive  restrictions  on 
State*s  ability  to  manage  their  programs  in  a  cost  effective  manner 
have  been  major  factors  in  the  rapidly  escalating  cost  of  the  Medicaid 
program.    Eligibility  errors  alone,  for  example,  are  currently  estimated 
to  cost  Federal  and  State  governments  approximately  $1.2  billion  per  year. 

The  Administration  will  propose  to  control  Federal  costs  establishing 
a  limit  on  Federal  expenditures  for  the  program  that  would  lower 
Federal  expenditures  $100  million  below  current  estimates  in  1981, 
would  allow  a  growth  of  5%  in  1982,  and  would  limit  the  rise  in 
Federal  expenditures  to  the  rate  of  inflation  in  subsequent  years. 
States  would  be  given  additional  flexibility  to  manage  their  programs 
cost  effectively  within  these  limits. 

Within  the  confines  of  current  law,  activites  to  improve  program 
management  in  Medicaid  will  receive  continued  emphasis.    In  FY  1982 
these  include  the  following: 


Medicaid  Management  Information  System 

The  Medicaid  Management  Information  System  (MMIS)  program  was  introduced  in 
1972  to  provide  Medicaid  Administrators  with  a  tool  for  better  management  con- 
trol of  the  expanding  Medicaid  program.    MMIS  involves  computerized  processing 
of  huge  volumes  of  provider  claims  and  provides  more  accurate  identification 
and  verification  of  eligible  recipients  and  providers,  claims  payments  and 
improved  fiscal  control.    Currently  33  States  have  operating  systems  which 
have  been  approved  by  HCFA.    Five  States  are  anticipating  operation  and 
approval  of  MMIS  systems  during  FY  1981,  and  ten  States  are  in  the  develop- 
ment stage.    The  remaining  7  jurisdictions  represent  small  territories  and 
States. 

Title  IX  of  the  "Mental  Health  Systems  Act"  P.L.  96-398  (October  7,  1980) 
requires  the  States  to  provide  approved  mechanized  claims  processing  and 
information  retrieval  systems  by  September  30,  1982  or  be  faced  with 
penalties.    Waivers  may  be  obtained  if  the  application  of  the  system  would 
not  prove  cost  beneficial  or  if  the  States*  1976  Medicaid  program  costs 
amounted  to  less  than  $100  million  and  the  State  had  a  Medicaid  population 
of  less  than  one  million. 
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Medicaid  Quality  Control  (MQC) 

MQC  is  a  comprehensive  State-operated  management  system  for  detecting 
errors  in  eligibility,  third  party  liability  (TPL)  and  claims  processing 
(CP).  The  eligibility  review  is  a  case  review  of  beneficiaries*  eligibi- 
lity during  a  given  month.    The  TPL  review  is  a  two-step  process  of  iden- 
tifying potential  third  party  payors  and  checking  paid  claims  to  determine 
if  these  liable  third  parties  have  paid  their  share  of  medical  expenses. 
The  CP  review  presently  focuses  on  claims  paid  in  conjunction  with  the 
eligibility  sample.    The  CP  review,  to  be  redesigned  in  FY  1982,  will  be 
a  check  of  paid  claims  pulled  in  an  independent  sample  to  assure  that 
Medicaid  funds  are  paid  only  for  covered  services  to  eligible  providers 
in  the  correct  amount. 

MQC  eligibility  and  TPL  reviews  are  conducted  on  a  5-month  cycle  using  a 
statistically  valid  sampling  technique  covering  78,000  cases  with  a 
Federal  re-review  of  16,000  cases  to  assure  the  accuracy  of  the  original 
findings.    We  have  published  two  error  rate  reports  (July-December  1978 
and  April-September  1979) . 

Overall,  the  MQC  system  produces  error  rate  data  which  then  can  be  used 
for  corrective  action.    Some  cost  avoidance  savings  for  MQC  have  been 
determined  to  be  included  in  the  data  which  the  States  use  to  make  their 
estimates;  therefore,  there  are  no  additional  budget  reductions  identified 
with  the  MQC  program. 


Omnibus  Reconciliation  Act  of  1980  -  P.L.  96-499 

The  Omnibus  Reconciliation  Act  of  1980  -  P.L.  96-499  was  passed  on 
December  5,  1980.    The  act  contains  six  provisions  which  effect  Medicaid: 
revise  reimbursement  for  inappropriate  inpatient  hospital  services, 
reform  of  reimbursement  of  clinical  laboratories,  removal  of  licensure 
requirements  for  proprietary  Home  Health  Agencies,  revise  payments  to 
radiologists  and  pathologists,  re-open  Medicare  Part  B  buy-in,  and  man- 
date payment  for  licensed  midwife  service.    The  estimates  for  these  pro- 
posals are  a  saving  of  SI  million  in  FY  1981  and  a  cost  of  $1  million 
in  FY  1982. 

Utilization  Review  Adjustment 

The  increased  use  of  utilization  review  (UR)  is  the  direct  result  of  the 
decreased  use  of  the  Professional  Standard  Review  Organization  (PSRO's) 
activity.    The  estimated  additional  cost  of  URs  is  $1.7  million  in  FY  1981 
and  $9.4  million  in  FY  1982. 
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Budget  Estimating  Improvements 

HCFA  has  initiated  several  projects  designed  to  improve  the  general 
ability  of  the  States  to  improve  their  estimating  skills.    These  pro- 
jects follow  a  year  of  intensive  efforts  to  increase  the  general  level 
of  understanding  of  the  role  the  States  estimates  play  in  the  national 
budget.    A  Technical  Advisory  Group  on  financial  management  made  up  of 
Federal  and  State  official  has  been  formed;  reporting  forms  have  com- 
bined and  revised  to  produce  a  more  comprehensive  budget  reporting  form; 
training  sessions  on  estimating  techniques  have  been  conducted;  and 
State  and  Federal  staffs  continued  to  meet  to  discuss  internal  problems 
in  develop  State  estimates.    In  addition,  two  specific  contracts  have 
been  undertaken  to  assist  the  States. 

First,  HCFA  awarded  a  contract  to  an  actuarial  firm  to  develop  an  improved 
model  for  forecasting  Medicaid  costs  on  a  State  by  State  basis.    The  con- 
tract has  already  developed  a  data  catalog  of  major  sources  for  data  which 
are  available  for  use  in  forecasting,  reviewed  the  forecasting  methodolo- 
gies used  by  a  representative  groups  of  States,  formulated  a  rough  draft 
of  a  model,  and  delivered  software  for  the  computational  phase  of  the 
model.    This  software  will  be  available  for  use  by  States  preparing  their 
quarterly  Medicaid  budget  estimates. 

Further  work  on  the  contract  involves  developing  an  analytical  module 
which  will  be  able  to  produced  trends  for  use  in  projecting  future  rates 
of  change  in  prices,  caseload,  and  use  of  services  by  recipients  and/or 
eligibles.    At  the  completion  of  the  contract,  KCFA  will  have  a  system 
for  estimating  Medicaid  costs  which  will  be  used  to  assist  States  in  pro- 
jecting costs  as  well  as  having  the  capability  to  independently  make 
State  specific  forecast  to  be  used  in  reviewing  State  estimates  for 
reasonability  in  forecasting  Medicaid  costs. 

Secondly,  in  our  effort  to  aid  the  States  in  better  controlling  admini- 
strative costs,  HCFA  entered  into  a  contract  to  develop  a  standard 
administrative  cost  budgeting  system  for  the  States.    The  contractor 
will  provide  appropriate  methodologies  to  assist  States  in  development 
of  a  Standard  Cost  Budgeting  System  to  estimate  administrative  costs 
in  each  of  several  functional  areas.    The  contract  will  also  provide 
accompanying  analysis  methodologies  which  State  Medicaid  agencies  can 
use  for  administrative  budgeting  purposes.    The  final  product  will  be 
a  detailed  research  methdology  with  an  attendant  users  manual  explaining 
its  implementation  and  maintenance.    The  final  product  is  expected  to 
be  completed  in  fiscal  year  1981. 
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Cash  Management 

The  Department  has  initiated  a  changeover  in  the  procedures  used  by  the 
States  in  drawing  down  Federal  funds  to  match  State  expenditures.    The  two 
procedures  to  be  used  are  either  a  delay  of  draw  down  or  a  checks  paid 
letter  of  credit  system.    These  systems  will  cause  a  substantial  one-time 
outlay  reduction  as  well  as  a  reduction  in  interest  payments  on  the  public 
debt.    Currently,  seven  States  are  operating  under  one  of  these  systems, 
and  in  FY  1981,  20  more  States  will  convert  to  one  of  these  methods.  The 
remaining  States  are  expected  to  convert  in  FY  1982.    This  change  will 
result  in  an  outlay  reduction  of  $98.1  million  in  FY  1981  and  $121.4  million 
in  FY  1982. 

State  Survey  and  Certification  Activities 

As  authorized  in  sections  1903  (a)(4)  and  (7)  of  the  Social  Security  Act, 
the  Health  Care  Financing  Administration  administers  State  survey  and 
certification  activities  of  long  term  care  facilities  to  ensure  these 
facilities  are  meeting  standards  of  health  quality  and  safety  which  allow 
Medicaid  beneficiaries  to  obtain  an  optimum  quality  of  care.    There  are 
approximately  7,700  Skilled  Nursing  Facilities;  10,800  Intermediate  Care 
Facilities;  and  700  Institutes  for  the  Mentally  Retarded  which  require  a 
compliance  survey.    Non-accredited  hospitals,  laboratories,  and  other 
providers  of  Medicaid  services  are  automatically  eligible  for  partici- 
pation through  certification  under  the  Medicare  program. 

Grants  to  States  provide  Federal  support  for  75  percent  of  surveyor  costs 
for  salaries,  travel  and  training  and  fifty  percent  Federal  matching  for 
all  other  costs. 

For  FY  1982,  the  requested  amount  to  support  Medicaid  survey  activities 
is  $33,165,000,  a  $2,975,000  reduction  from  the  FY  1981  budget  level  of 
$36,140,000.    Consistent  with  other  administration  efforts  to  reduce 
regulatory  burden  upon  American  society,  the  reduced  program  cost 
will  be  accomplished  through  a  revision  to  Department  regulations  which 
now  require  an  annual  survey  of  all  providers.    The  revised  regulation 
will  allow  for  less  than  annual  surveys  for  all  providers  except  for 
Skilled  Nursing  Facilities.    States  will  be  directed  to  focus  survey 
efforts  on  providers  with  historically  poorer  survey  results  while 
surveying  good  providers  less  frequently.    Annual  surveys  of  Skilled 
Nursing  Facilities  are  required  by  law  and  the  practice  of  annual 
surveying  of  these  institutions  will  be  maintained.    However,  legisla- 
tion will  be  proposed  to  allow  for  less  than  annual  surveys  for  these 
providers  as  well. 
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Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981  Revised 
Estimate 

The  amount  required  by  the  Medicaid  program  in  FY  1982  to  match  pro- 
jected States  expenditures  is  $18,365,6,08,000,  which  is  an  increase  of 
$1,785,310,000  over  the  revised  estimate  for  FY  1981  of  $16,580,298,000. 

The  major  reason  for  the  increase  relates  to  the  increase  in  State 
estimates  of  $1,942,396,000,  for  Medical  Vendor  Payments,  States  and 
Local  Administration,  and  State  Certification.    The  increase  to  State 
estimates  is  explained  in  the  following  section.    In  addition,  to  the 
State  estimate  increase,  there  is  a  net  reduction  of  $166,786,000 
due  to  financing  adjustments  reflected  in  the  FY  1981  budget  related 
to  FY  1980  expenditures.    The  reductions  of  $140  million  in  Medical 
Vendor  Payments  and  $32  million  in  State  and  Local  Administration  are 
related  to  one-time  increased  requirements  in  FY  1981  to  finance 
FY  1980  actual  expenditure.    This  is  partial  offset  by  an  increase  of 
$5  million  related  to  a  carry  over  from  FY  1980.    Finally,  there  is  an 
increase  of  $10  million  related  to  program  adjustments  for  increased 
utilization  review  activity  and  recently  enacted  legislation. 


Recipient  Data 

The  following  table  represents  estimated  number  of  unduplicated  recipients, 
by  basis  of  eligibility,  receiving  Federal  medical  assistance  (Medicaid). 
49  of  56  jurisdictions  provided  recipient  data.    HCFA  has  projected 
amounts  for  the  remaining  jurisdictions:    Colorado,  Guam,  Louisiana, 
Michigan,  Montana,  Puerto  Rico  and  Washington.    The  source  of  the  State 
data  is  the  HCFA-25  adjusted  for  a  few  States  by  historical  data.  The 
previous  budgets  contained  similar  data,  but  the  source  was  the  annual 
statistical  report  (HCFA-2082).    Although  the  States  have  provided  inconsis- 
tent data  between  these  two  reports;  it  is  assumed  that  the  current  data 
reflects  the  least  duplication  of  recipients. 


Number  of  Recipients  (In  Thousands) 

FY  1980 

FY  1981 

FY  1982 

Aged  65  and  Over  .... 

3,400 

3,482 

3,557 

Blind  and  Disabled  .. 

2,852 

2,942 

3,015 

5,047 

5,270 

5,373 

9,248 

9,593 

9,798 

1,188 

1,226 

1,247 

21,735 

22,513 

22,990 
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Expenditure  Data 

The  following  tables  represents  the  aggregate  of  the  States  estimate  of  distri- 
bution of  Federal  expenditures  by  type  of  service. 


Federal  Expenditures  by  Type  of  Service 
(Dollars  in  Millions) 


FY  1980 

FY  1981 

EY  1982 

FY  1980 

Federal 

Federal 

Perioral 
l cue  l ax 

Service 

Percent 

Share 

Share 

Share 

28.0 

$  3,716 

$  4,204 

$  4,713 

3.4 

451 

545 

611 

14.1 

1,871 

2,243 

2,514 

9.6 

1,274 

1,526 

1,711 

15.1 

?,004 

2,352 

2,688 

7.3 

969 

1,308 

1,466 

Outpatient  Hospital  Ser- 

5.9 

783 

857 

943 

5.2 

690 

794 

873 

11.4 

1,515 

1,744 

1,937 

Subtotal,  Medical  Vendor 

100.0 

$13,273 

$15,573 

$17,456 

1 

11 

553 

140 

Subtotal,  Adjusted  Medical 

$13,826 

$15,714 

$17,467 

Administration  and  Train- 

682 

803 

866 

37 

36 

33 

10 

27 

Subtotal,  State  and  Local 

729 

866 

-899 

$14,555 

$16,580 

$18,366 
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Summary  of  State  Estimates  FY  1981  -  FY  1982 

November  1980  Submission 
(In  Millions  of  Dollars) 


FY  1981 

FY  1982 

Increase 

Estimate 

Amount 

Percent 

$2,086.4 

$2,350.7 

$  +264.3 

+12.7 

2,565.6 

2,787.7 

+222.1 

+  8.7 

Massachusetts  .. 

660.5 

774.2 

+113.7 

+17.2 

Pennsylvania  ... 

.  844.7 

956.5 

+111.8 

+13.2 

632.1 

726.5 

+  94.4 

+14.9 

296.8 

375.6 

+  78.8 

+26.5 

499.9 

569.4 

+  69.5 

+13.9 

777.4 

845.5 

+  68.1 

+  8.8 

North  Carolina.. 

337.5 

404.8 

+  67.3 

+19.9 

694.4 

755.6 

+61.2 

+8.8 

723.1 

72?..  4 

-.7 

-.1 

$10,118.4 

$11,268.9 

$+1,150.5 

+11.4 

All  Other 

6,294.4 

7,086.3 

791.9 

+12.6 

$16,412.8 

$18,355.2 

$  1,942.4 

+11.8 

The  above  table  is  a  comparison  between  FY  1981  and  FY  1982  States  esti- 
mates submitted  in  November  1980.    The  10  States  selected  represent  60  per- 
cent of  the  total  dollar  increase  in  estimates  and  have  been  selected  for 
explanation  on  the  basis  of  magnitude.    One  additional  State  was  selected 
because  it  was  the  only  one  to  show  a  decrease  in  their  estimate  between 
FY  1981  and  FY  1982.    The  composite  average  of  11.8  percent  increase  is 
lower  than  the  recent  annual  rates  of  increase  in  the  Medicaid  program. 
The  lower  trend  reflects  the  States*  efforts  to  control  the  rate  of  pro- 
gram growth.    The  efforts  are  especially  intense  in  States  which  were 
hit  the  hardest  by  the  FY  1980  recession.    As  a  result,  many  States 
experienced  reductions  in  State  revenues  and  thus  the  ability  to 
finance  certain  program  increases. 


78-993   O— 80  7 
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Explanation  of  Increases  in  State  Estimates  FY  1981  -  1982 


California  (+$264.3  million) 

$254.8  million  of  this  increase  is  attributable  to  medical  vendor  pay- 
ments and  the  remaining  $9.5  million  represents  increases  in  State  and 
local  administration.    The  13.07  percent  increase  in  medical  vendor 
payments  from  the  fiscal  year  1981  federal  share  to  the  fiscal  year  1982 
federal  share  estimate  is  attributable  to  a  projected  increase  in  eli- 
gibles  and  an  increase  in  price  factors.    Total  eligibles  are  projected 
to  increase  from  3.04  million  in  FY  1981  to  3.13  million  in  FY  1982  or 
a  3  percent  increase.    Hospital  inpatient  costs  are  expected  to  continue 
to  increase  by  approximately  13  to  15  percent  during  FY  1982.    Long  term 
care  costs  are  expected  to  continue  to  increase  by  12  or  13  percent 
during  FY  1982.    Estimates  for  all  other  providers  do  not  include  price 
increase  for  cost  of  living.    Due  to  potential  budget  problems,  the 
amount  of  cost-of-living  increases  to  be  given  during  FY  1982  has  not 
yet  been  decided.    Other  items  which  also  contribute  to  the  increase  in 
projected  expenditures  from  FY  1981  to  FY  1982  include  an  additional 
increase  in  refugee  expenditures  of  $44  million. 


New  York  (+$222.1  million) 

$217.2  million  of  the  increase  is  attributable  to  an  increase  in  medical 
vendor  payments  while  the  remaining  $4.9  million  represents  increases  in 
State  and  local  administration.    New  York  uses  a  rolling  quarterly  base 
to  estimate  expenditures.    The  prior  quarters  expenditures  are  used  as 
the  base  in  making  adjustments  for  variances  from  long  term  expenditure 
trends.    The  increase  in  medical  vendor  payments  in  FY  1982  is  due  to 
proposed  rate  and  fee  increases  for  FY  1981  which  are  rolled  forward 
into  the  base  for  projecting  the  FY  1982  estimate.    By  allowing  for 
claiming  lags  in  FY  1981,  the  increases  will  have  a  maximum  impact  dur- 
ing FY  1982. 

The  major  price  factor  changes  are  attributable  to  projected  annual  rate 
increases  of  9.5  percent  for  inpatient  hospital  services  and  9  percent 
for  skilled  nursing  and  intermediate  care  facilities.    The  higher  esti- 
mate also  includes  new  proposed  fee  increases  of  20  percent  for  physician 
and  dental  services  which  are  expected  to  be  effective  April  1981.  The 
remaining  $5  million  in  State  and  local  administration  is  the  result  of 
an  estimated  salary  increase  of  8  percent  and  fiscal  agent  fee  increase 
of  $2  million. 
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Massachusetts  (+$113.7  million) 

$109.9  million  of  this  increase  is  attributable  to  medical  vendor  pay- 
ments and  the  remaining  $3.8  million  represents  increases  in  State  and 
local  administration.    Price  and  utilization  increases  coupled  with 
recipient  decreases  account  for  a  $100.7  million  increase  in  medical 
vendor  payments  between  FY  1981  and  FY  1982.    In  addition,  Massachusetts 
experienced  approximately  a  $9.2  million  increase  between  FY  1981  and 
1982  estimates  because  of  court  ordered  settlements  and  expansions  to 
existing  programs. 


Pennsylvania  (+$111.8  million) 

$110.2  million  of  this  increase  is  attributable  to  medical  vendor  pay- 
ments and  the  remaining  $1.6  million  represents  increases  in  State  and 
local  administration.    Increases  in  price  and  utilization  rate  esti- 
mates for  inpatient  hospital,  SNF  and  ICF  services  account  for  the 
majority  of  the  increase  ($77.7  million).    Thirteen  percent  price  rate 
and  3  percent  utilization  rate  increases  over  FY  1981  are  anticipated 
in  inpatient  hospital  care.    Nine  percent  price  rate  and  3  percent 
utilization  rate  increases  over  FY  1981  are  anticipated  in  SNF  and  ICF 
services.    Other  services  (physician,  prescribed  drugs)  increased 
slightly  (5  percent)  over  FY  1981.    In  addition,  Pennsylvania  used  a 
Federal  matching  rate  of  55.78  percent  for  FY  1982  as  compared  to  55.14 
percent  used  for  FY  1981.    The  published  Federal  share  rate  for  FY  1982 
is  55.75  percent. 


Ohio  (+$94.4  million) 

$93.3  million  of  this  increase  is  attributable  to  medical  vendor  pay- 
ments and  the  remaining  $1.1  million  represents  the  increase  in  State 
and  local  administration. 

In  FY  1980  Ohio  implemented  a  new  reimbursement  plan  for  SNFs  and  ICFs 
to  take  effect  in  their  FY  1981  (July  1,  1980  -  June  30,  1981).  Under 
the  old  reimbursement  plan,  there  was  a  State  ceiling  of  $31  per  day  on 
SNF  payments.    The  new  "Patient  Assessment.  Plan"  removes  that  ceiling 
and  authorizes  payment  of  "Actual  and  Reasonable"  cost  for  SNFs.  In 
addition,  certain  cost  categories,  i.e.,  dietary-raw  food  may  be  subject 
to  retrospective  adjustment  based  upon  actual  expenditures.    Upon  imple- 
mentation of  the  new  plan,  Ohio  immediately  experienced  a  22  percent 


98 


;-2i 


increase  in  per  diem  rates  for  SNFs  during  the  July  and  August  period. 
Ohio  further  estimates  that  per  diem  rates  will  increase  an  additional 
4  percent  per  quarter  above  the  immediate  jump  throughout  the  fiscal  year 
as  the  reporting  lag  is  closed.    Projecting  this  cumulative  percentage 
increase  over  1980  SNF/ICF  costs  of  $361,794,000  (computable)  would 
result  in  increased  program  costs  of  $137  million  in  EY  1981.    Costs  of 
ICF/M*  services  in  Ohio  will  further  increase  during  1981  when  large 
numbers  of  decertified  1980  beds  become  recertified  and  subject  to  the 
new  higher  per  diem  rates.    Price  increases  affecting  all  categories  of 
service  will  result  in  additional  increased  costs  during  EY  1981. 
The  increase  between  1981  and  1982  is  also  primarily  resultant  from 
the  new  "Patient  Assessment  Plan"  instituted  in  FY  1980.    Costs  of 
1982  for  SNF/ICF  categories  as  well  as  other  categories  of  service  are 
expected  to  be  18.6  percent  above  the  1981  costs.    This  percentage 
represents  the  actual  increase  experienced  between  FY  1979  and  1980. 


Tennessee  ($+78.8  million) 

$77.8  million  of  this  increase  is  attributable  to  medical  vendor  payments 
and  the  remaining  $1  million  represents  the  increase  in  State  and  local 
administration.    The  State  is  assuming  an  overall  yearly  increase  of 
18  percent  in  program  expenditures.    A  comparison  of  FY  1980-1982  figures 
show  an  average  growth  rate  near  IB  percent  per  year.    In  FY  1981  a 
10  percent  reduction  from  the  normal  rate  of  increase  was  applied  uniformly 
to  each  category  of  service  to  reflect  proposed  cutbacks  due  to  the  unavail- 
ability of  State  funds.    Because  the  State  feels  the  cutbacks  are  temporary, 
a  27.1  percent  increase  over  the  FY  1981  estimate  was  used  for  FY  1982. 
(Normal  18  percent  increase  plus  10  percent  reduction  imposed  for  FY  1981). 
No  supplemental  requests  for  FY  1981  are  anticipated  and  Tennessee  does  not 
plan  to  defer  payments  into  FY  1982. 

Wisconsin  (+$69.5  million) 

$67.5  million  of  this  increase  is  attributable  to  medical  vendor  payments 
and  the  remaining  $2  million  represents  the  increase  in  State  and  local 
administration.    Wisconsin  is  basing  their  projections  on  FY  1980  actual 
expenditures  of  $725.6  million.    Using  this  figure  as  a  base,  Wisconsin 
is  applying  an  inflation  factor  of  13  percent  for  FY  1981  and  14  percent 
for  FY  1982.    Due  to  the  current  recession,  Wisconsin  is  experiencing 
higher  utilization  of  nursing  home  services  and  increased  AFDC  caseloads. 
These  resulted  in  substantial  increases  in  claims  processing  volumes  dur- 
ing the  July-September  quarter  of  FY  1980.    Based  on  these  trends,  the 
State  is  projecting  utilization  increases  of  4  percent  in  FY  1981  and 
3.5  percent  in  FY  1982.    Wisconsin  does  not  predict  any  major  program 
changes  during  either  FY  1981  or  FY  1982. 
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Texas  (+$68.1  million) 

$61.8  million  of  this  increase  is  attributable  to  medical  vendor 
payments  and  the  remaining  $6.3  million  represents  an  increase  in 
State  and  local  administration.    Expected  rate  hikes  and  the  increase 
in  the  personal  needs  allowance  from  $25  to  $50/per  month  in  FY  1982 
for  skilled  nursing  and  intermediate  care  facility  services  contribute 
to  an  increase  of  $39.5  million  over  EY  1981.    Texas  is  also  imple- 
menting a  new  mental  health  program  in  March  1981.    The  EY  1982  esti- 
mate represents  a  full  year  of  providing  this  service  at  an  estimated 
increase  over  FY  1981  of  $5.6  million.    Other  services  are  estimated 
to  increase  $16.7  million  with  the  majority  of  the  increase  attribut- 
able to  the  expansion  of  the  primary  home  care  and  EPSDT  programs. 

North  Carolina  (+$67.3  million) 

$63.7  million  of  this  increase  is  attributable  to  medical  vendor  pay- 
ments and  the  remaining  $3.6  million  represents  the  increase  in  State 
and  local  administration.    The  State  utilizes  an  automated  budgeting 
process  to  project  future  periods  based  upon  inflation,  recipient  and 
utilization  trends.    General  inpatient  and  outpatient  hospital  ser- 
vices and  long  term  care  facility  services  showed  increases  of  19  per- 
cent, slightly  above  the  average  growth  rate.    Several  factors  cause 
this  increase.     A  price  inflation  rate  of  approximately  14  percent 
was  projected  using  comparison  of  the  Consumer  Price  Index,  North 
Carolina  Medicaid  trends,  National  Medicaid  trends  and  HCFA  data. 
Utilization  trends  showed  an  increase  of  4  percent  over  FY  1981  in 
SNF  based  upon  the  number  of  new  beds  projected  by  the  Staters 
Health  Planning  agency.    Recipient  increases  were  also  projected  for 
general  inpatient  and  outpatient  services  based  upon  increases  in 
population. 

Michigan  (+$61.2  million) 

$56.7  million  of  this  increase  is  attributable* to  medical  vendor  pay- 
ments and  the  remaining  $4.5  million  is  in  State  and  local  administra- 
tion.   Michigan  used  FY  1979  actual  expenditures  as  the  base  year  for 
making  projections.    The  FY  1980  expenditures  were  8»4  percent  above 
and  FY  1979  actuals.    This  8.4  percent  was  used  to  project  both  1981 
and  1982  estimates.    Michigan^ estimates  that  of  the  $56.7  million 
increase,  $42.5  million  will  be  attributable  solely  to  price  increases 
and  $14.2  million  will  jresult  from  .increased  recipients  and  utiliza- 
tion of  services  precipitated  largely  by  the  current  recession. 

Illinois  (-$.7  million) 

$2.9  million  decrease  is  attributable  to  medical  vendor  payments  with 
a  $2.2  million  increase  in  State  and  local  administration.    Due  to  the 
unique  nature  of  the  Illinois  budget  process,  no  formal  estimates  are 
releasable  to  HCFA  at  the  present  time.    Illinois  determined  the 
average  person-eligibles  projected  for  1981  and  applied  a  factor  of 
99.58  percent  to  arrive  at  the  1982  estimate  for  medical  vendor 
payments. 
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STATE  TABLES 


ESTIMATES  BY  STATE 

Medical  Assistance:    Federal  Share  of  Medical  Vendor  Payments,  and  State  and 
Local  Administration  and  Training;  by  State;  FY  1980  -  FY  1982.     (Based  on 
actual  obligations  for  FY  1980  and  November  1980  States  Estimates  for  FY  1981 
and  FY  1982). 


STATES  AM)                           FY  1980                             FY  1981  FY  1982 

TERRITORIES  ACTUAL  ESTIMATE  ESTIMATE 


Alabama   232,558,320  233,907,000  257,938,000 

Alaska    21,030,408  23,261,000  27,087,000 

Arizona    -0-  -0-  -0- 

Arkansas    185,076,363  223,621,000  257,986,000 

California    1,516,713,198  2,086,404,000  2,350,707,000 

Colorado    101,579,205  113,194,000  129,260,000 

Connecticut    183,525,086  194,794,000  209,400,000 

Delaware    23,916,854  32,091,000  33,052,000 

Dist.  of  Columbia    88,029,190  95,125,000  108,521,000 

Florida    250,266,938  320,249,000  381,010,000 

Georgia    321,132,591  387,920,000  445,077,000 

Hawaii    44,871,292  56,862,000  61,292,000 

Idaho    35,930,297  41,339,000  45,033,000 

Illinois    640,149,104  723,104,000  722,426,000 

Indiana    230,796,785  264,492,000  307,580,000 

Iowa    139,838,784  155,613,000  173,531,000 

Kansas    107,570,669  120,973,000  128,847,000 

Kentucky    235,446,797  266,182,000  295,063,000 

Louisiana    306,730,907  338,395,000  358,616,000 

Maine    105,386,157  116,812,000  138,118,000 

Maryland    211,058,956  242,281,000  263,505,000 

Massachusetts    558,085,135  660,535,000  774,226,000 

Michigan    621,711,167  694,421,000  755,633,000 

Minnesota    337,695,046  402,932,000  449,850,000 

Mississippi    174,633,303  198,419,000  212,029,000 

Missouri    206,275,326  246,959,000  300,465,000 

Montana    43,624,953  45,878,000  50,948,000 

Nebraska    70,684,191  82,232,000  91,498,000 

Nevada    22,790,868  29,029,000  35,675,000 

New  Hampshire    48,826,776  57,464,000  68,352,000 

New  Jersey    397,986,547  470,074,000  529,023,000 

New  Mexico    51,163,229  64,849,000  73,056,000 

New  York    2,359,847,201  2,565,607,000  2,787,727,000 

North  Carolina    285,338,140  337,490,000  404,834,000 

North  Dakota    33,712,786  40,052,000  46,364,000 
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FY  1980 

FY  1981 

FY  1982 

fPDO  THY"©  T  U*C! 

ACTUAL 

471  fill  591 

7?fi  nnn 

204,255,219 

225,846,000 

231,687,000 

104,180,323 

128,323,000 

143,685,000 

Donncvl  i/Jini  A 

700.225.315 

844,655,000 

5T7  nnn 

rviiwviw  x  oxqim    •  •  •  •  • 

94,578,886 

92,277,000 

113,488,000 

South  Carol ins  ••• 

181,371,896 

210,618,000 

246,146,000 

43,190,543 

44,918,000 

47,044,000 

259,764,788 

296,815,000 

375,562,000 

637,751,645 

777,357,000 

845,515,000 

Utah 

64,622,599 

78 , 238 , 000 

Z/\J  f  \j  1  \J  p  \J\J\J 

VoT*mnrrt" 

44  471.956 

52 , 406 , 000 

•ifl  nnn 

Vi  tyt  l  n  i  p 

238,537,955 

252,700,000 

28 1 .  i  n7  nnn 

£AJ  X  $  XW  f  y  UUU 

206,364,222 

212,871,000 

243,851,000 

West  Virginia  ... 

81,823,004 

89,746,000 

102,649,000 

426,209,439 

499,923,000 

569,429,000 

7,342,959 

9,363,000 

11,157,000 

900,000 

900,000 

900,000 

30,000,000 

30,000,000 

30,000,000 

Virgin  Islands  ... 

1,116,625 

1,000,000 

1,000,000 

North  Mariana  .... 

112,889 

183,000 

213,000 

13,992,614,353 

16,412,812,000 

18,355,208,000 
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SUMMARY  OF  STATE  TABLE 
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FY  1980  FY  1981  FY  1982 

Actual   t         Estimate  Estimate 

Estimates  by  State: 

1.  Medicaid  Vendor 

Payments  (MVP)   13,272,990,329         15,573,362,000  17,456,336,000 

2.  StateAocal 

Admin  

a.  Admin,  and 

Training  (A&T) . .  682,510,513             803,310,000  865,707,000 

b.  State  Certi- 

fication   37,113,511               36,140,000  33,165,000 

Total,  State  and 

Local  Admin...  719,624,024             839,450,000  898,872,000 

Total  Estimates   13,992,614,353         16,412,812,000  18,355,208,000 

Adjustments  to  Medicaid; 

1.  Financing: 

a.  FY  1980  Funds 
used  to  complete 
1979  grants 

MVP    552,805,647     

A&T    4,833,000     

b.  FY  1980  Carry- 

over   4,886,000  -4,886,000   

c.  FY  1981  Adjustment 

for  FY  1980 

MVP     139,716,000   

A&T      31,956,000   

2.  Program  Adjust  

a.  Utilization  Review..  —  1,700,000 

b.  Omnibus  Reconcili- 

ation Act  1980..     -1,000,000 

Total  Adjustments....         562,524,647  167,486,000 

Appropriation: 

1.  Total  Medicaid  Vendor 

Payments    13,825,795,976         15,713,778,000  17,466,736,000 

2.  State  and  Local 

Administration    729,343,024  866,520,000  898,872,000 

TOTAL  APPROPRIATION    $14,555,139,000       $16,580,298,000  $18,365,608,000 


9,400,000 

1,000,000 
10,400,000 


103 


26 

DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
HFALTH  CAPE  FINANCING  ADMINISTRATION 
Payments  to  Health  Care  Trust  Funds 


Fiscal  Year  1982  Budget  Page  No. 

Appropriation  Language   27 

Amounts  Available  for  Obligation   .-   28 

Summary  of  Changes    29 

Budget  Authority  by  Activity   30 

Budget  Authority  by  Object    31 

Authorizing  Legislation    32 

Table  of  Estimates  and  Appropriations   33 

Justification: 

A.  General  Statement    34 

B.  Military  Service  Credits  (HI)    35 

C.  Supplementary  Medical  Insurance    36 

D.  Hospital  Insurance  for  the  Uninsured    41 

E.  Professional  Standards  Review  Organizations 

(PSROs)  Activities    45 


104 


HEALTH  CARE  FINANCING  ADMINISTRATION 
Payments  to  Health  Care  Trust  Funds 

For  payment  to  the  Federal  Hospital  Insurance  and  the  Federal 
Supplementary  Medical  Insurance  Trust  Funds,  as  provided  under  section 
217(g),  229(b),  1168  and  1844  of  the  Social  Security  Act,  and  sections 
103(c)  and  111(d)  of  the  Social  Security  Amendments  of  1965, 
[$9,577,120,000]  $14,520,075,000. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
HEALTH  CARE  FINANCING  ADMINISTRATION 
Payments  to  Health  Care  Trust  Funds 
Amounts  Available  for  Obligation 


1981  1982 
1980  Revised  Revised 

Estimate  Estimate  Request 

Appropriation    $7,968,156,000         $9,577,120,000  $14,520,075,000 

Fiscal  Year  1981 

Proposed 

Rescission...  -8,693,000 

Fiscal  Year  1981 

Revised  Esti- 
mate   $9,568,427,000 


Total  Obliga- 
tions   $7,968,156,000         $9,568,427,000  $14,520,075,000 
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Summary  of  Changes 

1981  Revised  Estimates    $9,568,427,000 

1982  Revised  Request    14,520,075,000 

Net  Change    +4,951,648,000 


1981 

Revised  Change 
Increases:  Base  from  Base 


Built-in; 

1.  Federal  Payments  for  Supplmentary 

Medical  Insurance    $8,737,000,000  +$4,170,000,000 

2.  Hospital  Insurance  for  the 

Uninsured    672,605,000  +53,970,000 

3.  Military  Service  Credits    1*1,000,000  +66,000,000 

4.  Adjustments  related  to  prior  years* 

costs    -13,605,000  +677,030,000  1/ 

Decreases: 
Program: 

1.    Professional  Standards  Review 

Organizations  activities    31,427,000  -15,352,000 

Net  Change    $4,951,648,000 


1/    This  number  represents  the  change  (1982  over  1981)  in  adjustments  related 
to  prior  years*  costs  as  described  below: 

Type  of  Adjustment: 

Federal  Payments  for  Supplementary  Medical  Insurance 

Adjustment  to  finalize  FY  1981    +582,000,000 

Hospital  Insurance  for  the  Uninsured: 

Adjustment  in  the  Transition  Quarter    8,865,000 

Adjustment  in  FY  1977  to  cover  overf inancing    -2,440,000 

Adjustment  in  FY  1978  to  cover  underf inancing    16,000,000 

Adjustment  in  1980  to  cover  underf inancing    19,000,000 

Adjustment  in  1981  to  cover  under financing    53,605,000 


Total  Adjustments 


677,030,000 
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Authorizing  Legislation 


1981 
Amount 
Authorized 


1981 
Revised 
Estimate 


1982 
Amount 
Authorized 


1982 
Revised 
Request 


Payments  to  Health 
Care  Trust  Funds 
(sections  217  (g) , 
229(b),  1168  and 
1844,  of  the 
Social  Security 
Act,  and  sections 
103(c)  and  111(d) 
of  the  Social 
Security  Amend- 
ments of  1965)   Indefinite       $9,568,427,000       Indefinite  $14,520,075,000 


Total  Budget  Autho- 
rity   $9,568,427,000  $14,520,075,000 

Total  BA  Against 
Definite  Authori- 
zation   -0-  -0- 
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Payments  to  Health  Care  Trust  Funds 


Budget 


Year 

R  ct"  3  ma  t*  a 

To  Congress 

Allowance 

Senate 
Allowance 

Appropriation 

1  07? 

i  86?  4?n  oon 

1  86?  4?0  oon 

1,863,430,000 

i  86?  4?n  onn 

1974 

9  filfi   "^0^  000 

?  616  ?q?  non 

7  616  ?9?  non 

?  616  ?<3?  nnn 

±y  / D 

3  flAfi   (VP  OOP 

0  846  000  000 

?           OOP  000 

5  S46  nnn  nnn 

1976 

3,597,430,000 

3,597,430,000 

3,597,430,000 

3,597,430,000 

1977 

6,013,000,000 

6,013,000,000 

6,013,000,000 

6,013,000,000 

1978 

7,242,941,000 

7,242,941,000 

7,242,941,000 

7,242,941,000 

1979 

7,763,913,000 

7,756,913,000 

7,762,913,000 

7,760,913,000 

1980 

7,969,906,000 

7,966,406,000 

7,969,906,000 

7,963,156,000 

1981 

9,589,120,000 

9,577,120,000 

9,577,120,000 

Rescission 

8,693,000 

1982 

14,520,075,000 

V    The  appropriation  for  this  account  for  FY  1^81  had  not  been  enacted  at 
the  time  this  budget  was  prepared.    The  1981  amount  shown  is  based 
upon  a  continuing  resolution  (Public  Law  96-536)  in  effect  through 
June  5,  1981. 
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Justification 


Payments  to  Health  care  Trust  Funds 


1980 
Revised 
Estimates 


1981 
Revised 
Request 


Increase  or 
Decrease 


Payments  to  Health  Care 
Trust  Funds: 

1.  Military  service 

credits  (HI)   

2.  Supplementary  medical 

insurance   

3.  Hospital  insurance  for 

uninsured   

4.  Professional  standards 

review  organizations 
(PSRO)  activities  ... 

Total  Appropriation 


$141,000,000         $207,000,000  466,000,000 
8,737,000,000      13,489,000,000  +4,752,000,000 
659,000,000  808,000,000  +149,000,000 


31,427,000 


16,075,000  -15,352,000 


9,568,427,000      14,520,075,000  +4,951,648,000 


General  Statement 

This  appropriation  request  covers  four  Federal  payments  to  the  Health  Care  Trust 
Funds.    Three  of  the  four  payments,  totaling  $1, 031,075, 000  are  to  put  the  trust 
funds  in  the  same  financial  position  they  would  have  been  in  had  they  not  borne 
the  cost  of  benefits  chargeable  to  Federal  funds.    The  fourth  payment,  which 
totals  $13,489,000,000  is  for  Federal  matching  of  premiums  paid  by  or  for 
individuals  enrolled  in  the  voluntary  supplementary  medical  insurance  program. 
Each  yearns  appropriation  request  provides  for  adjustments  between  amounts  pre- 
viously appropriated  and  actual  experience  with  program  or  revised  estimates  of 
program  costs.    The  adjustments  are  discussed  in  the  following  explanations  by 
activity. 


78-993   O— 80  8 
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1.    Military  Services  Credits 

Authorizing  Legislation  -  Section  217(g)  and  229(b)  of  the  Social  Security 
Act 


1981  Revised  Estimate                 1982  Revised  Estimate  Increase 

Budget                                                       Budget  or 

Authority  Authorization         Authority  Decrease 

$141,000,000  Indefinite          $207,000,000  +$66,000,000 


Purpose  and  Method  of  Operation  -    The  1946  Social  Security  Amendments 
provided  for  payments  of  benefits  of  World  War  II  Veterans  and  their  sur- 
vivors based  upon  noncontributory  wage  credits  of  $160  for  each  month  of 
the  veterans  active  military  service.    Subsequent  amendments  extended  the 
period  for  which  noncontributory  wage  credits  were  granted  through  December 
1956.    The  Servicemen^s  and  Veterans  Survivor  Benefit  Act  of  1956  ended 
this  practice  and  required  contributions  based  on  military  service  wages 
beginning  January  1957. 

To  finance  the  additional  costs  incurred  in  paying  benefits  which  are 
based  on  periods  of  military  service  for  which  no  contributions  were  made, 
the  Social  Security  Act  provides  for  reimbursement  to  the  Hospital  Insurance 
Trust  Fund  from  the  general  fund  of  the  Treasury.    Section  217(g),  added  by 
the  Social  Security  Amendments  of  1965,  established  a  50  year  period  for 
reimbursement.    The  Secretary  of  Health  and  Human  Services  was  instructed 
to  determine  by  September  1965  (and  each  fifth  September  afterwards,  ending 
September  2010)  the  amount  of  reimbursement  in  equal  annual  installments 
necessary  to  place  the  trust  fund  in  the  same  position  on  September  30, 
2015,  that  it  would  have  been  if  noncontributory  military  service  credits 
had  not  been  provided.    After  September  30,  2015,  annual  appropriations  for 
current  costs  are  authorized. 


Rationale  for  the  Budget  Request  -  The  amount  requested  for  this  appropri- 
ation  is  $207,000,000.    This  is  an  annual  amount  determined  by  the 
Secretary  of  Health  and  Human  Services  for  the  5  year  period  beginning 
with  FY  1982.    The  increase  in  the  annual  installments  is  due  primarily 
to  the  assumption  of  higher  costs  for  average  hospital  insurance  bene- 
fits. 
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2.    Federal  Payments  for  Supplementary  Medical  Insurance 

Authorizing  Legislation  -  Section  1844  of  the  Social  Security  Act 

1981  Revised  Estimate  1982  Revised  Estimate  Increase 

Budget  Budget  or 

Authority  Authorization  Authority  Decrease 

$8,737,000,000  Indefinite         $13,489,000,000  +$4,752,000,000 

Purpose  and  Method  of  Operation  -   The  Social  Security  Act  provides  a 
voluntary  Supplementary  Medical  Insurance  (SMI)  plan  for  which  almost 
all  persons  age  65  and  over  are  eligible.    Also  eligible  are  both 
those  under  age  55  who  have  been  entitled,  for  at  least  24  months,  to 
social  security  or  railroad  retirement  benefits  because  they  are 
disabled  and  those  who  have  been  receiving  treatment  for  chronic  renal 
disease  for  3  months. 


Medical  insurance  benefits  and  administrative  expenses  are  financed  from 
monthly  premiums  paid  by  enrollees  and  by  matching  Federal  contributions. 
The  premium  and  the  Federal  contribution  are  promulgated  each  December 
by  the  Secretary  of  Health  and  Human  Services  for  the  12-month  period 
beginning  the  following  July  1.    These  rates  are  based  on  an  actuarial 
determination  of  the  amount  required  both  to  finance  the  incurred  costs 
of  the  program  for  that  year  and  to  maintain  the  trust  fund  balance  at  an 
adequate  level. 

The  premium  rate  may  be  increased  if  there  is  a  general  monthly  cash 
benefits  increase  under  Social  Security,  provided  that  the  premium 
increases  by  no  more  than  the  percentage  by  which  cash  benefits  were 
increased  in  June  of  the  preceding  year.    Therefore,  the  monthly  enrollee 
premium  beginning  July  1,  1981,  will  be  $11.00,  an  increase  of  14.6  per- 
cent (to  reflect  June  1980  automatic  cost-of-living  benefit  increase)  over 
the  current  premium  of  $9.60.    The  monthly  premium  is  projected  to  rise  to 
$12.20  in  July  1982  based  on  an  estimated  automatic  cost-of-living  benefit 
increase  of  11.2  percent  in  June  1981.    The  Federal  contribution  is 
determined  so  as  to  cover  the  difference  between  total  premium  collections 
and  total  projected  program  costs.    Although  the  premium  rate  is  the  same 
for  the  aged  and  disabled,  the  Federal  payments  per  capita  for  the  dis- 
abled are  higher  than  those  for  the  aged  in  order  to  cover  the  higher  medi- 
cal costs  per  capita  which  the  disabled  incur.    For  this  reason,  and 
because  total  program  costs  have  generally  increased  faster  than  the  pre- 
mium rate,  the  Federal  contribution  has  become  the  principal  source  of 
financing  for  this  program.    The  chart  below  displays  the  growth  in  total 
program  revenues  over  time,  by  source.    As  shown,  Federal  payments  will 
provide  77  percent  of  the  total  revenues,  excluding  interest,  of  the  SMI 
trust  fund  in  in  FY  1982. 
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Financing  the  Supplementary  Medical  Insurance  Program 
SMI  Trust  Fund  Income  by  Source  —  FY  1979-1982 
(dollars  in. billions) 
Interest  on  Trust  Fund  Investments 
/   /     Federal  Matching  Payments  (General  Revenue) 
y       Enrol lee  Premiums 


12.0 


6.0 


3.0 


0 


1979  1980  1981  1982 

Actual  Actual  Estimate  Estimate 
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Rationale  for  the  Budget  Request  -  The  request  for  FY  1982  is 
$13,489,000,000,  an  increase  of  $4,752,000,000  over  FY  1981. 
The  increase  is  composed  of  $580,000,000  related  to  FY  1981  and 
$4,172,000,000  related  to  FY  1982.    The  basis  for  the  increase 
is  as  follows: 

FY  1981  Federal  Payment    8,737,000,000 

—  program  increase    +173,000,000 

—  increase  in  federal  pay- 

ments due  to  statutory 
limit  on  premium 

increase    +167 , 000 , 000 


—  contingency  margin  .... 

—  interest   

Total  Adjustments  for  FY  1981 

—  program  increase   


+225,000,000 
+15,000,000 

,   +580,000,000 

+2,376,000,000 


—  increase  in  federal  pay- 

ments due  to  statutory 
limit  on  premium 

increase    +775,000,000 

—  contingency  margin    +1,021,000,000 


Total  Increase  for  FY  1982    +4,172,000,000 


FY  1982  Request    13,489,000,000 


Adjustment  for  FY  1981 

In  accordance  with  law,  adequate  rates  for  the  Supplementary 
Medical  Insurance  trust  fund  are  promulgated  in  December  for 
the  benefit  year  that  runs  from  the  following  July  through 
through  June.    The  request  for  the  federal  payment  covers  two 
benefit  periods,    fohen  a  request  is  made  to  Congress  three 
quarters  of  the  funding  is  fixed  because  of  the  promulgation 
of  the  adequate  rate  for  that  period;  the  last  quarter,  however, 
is  estimated.    The  following  December,  when  the  adequate  rate 
for  the  new  benefit  year  is  fixed,  the  federal  payment  for  the 
last  quarter  of  the  previous  year  is  finalized.    If  the  final 
payment  is  different  from  the  original  request  an  adjustment 
is  made  to  the  current  appropriation  request. 
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The  adjustment  for  FY  1981  consists  of: 

—  program  increase  —  (+173,000,000)  -  The  FY  1981 
request  was  calculated  at  a  time  when  FY  1981 
outlays  were  estimated  to  be  significantly  lower 
than  the  current  estimate. 

  increase  in  federal  payments  due  to  statutory  limit 

on  premium  increase  -  (+167,000,000)  -  By  law,  the 
SMI  premium  cannot  increase  more  than  the  Social  Secu- 
rity benefit  increase  in  the  previous  year.    SMI  medi- 
cal benefits  have  been  expanding  at  a  faster  rate  than 
Social  Security  cash  benefits.    The  difference  which  . 
cannot  be  assigned  to  beneficiaries  must  be  absorbed 
within  the  federal  payment,  thus  increasing  the 
federal  percentage  of  total  trust  fund  income. 
In  fiscal  year  1981,  if  the  relationship  between 
the  premiums  and  the  Federal  contribution  were  to 
remain  constant,  beneficiaries  should  have  paid 
approximately  $3.5  billion;  however,  because  of  the 
limit  on  the  premium  increase,  the  maximum  amount 
they  can  be  charged  totals  $3.3  billion. 

—  contingency  margin  -  (+225,000,000)  -  As  a  result 
of  higher  than  anticipated  inflation  and  esti- 
mating error,  the  trust  fund  balance  was  declin- 
ing from  a  level  considered  by  the  actuaries  to 
be  sound.    Adjustments  made  in  the  promulgation 
of  the  adequate  rate  for  July  81  -  June  82  begin 
to  put  the  fund  back  on  a  sound  actuarial  basis. 

—  interest  -  (+15,000,000)  -  This  is  the  interest 
related  to  the  above  adjustments. 

Increase  for  FY  1982 

FY  1982  covers  three  quarters  of  the  benefit  year  July  1981  -  June 
1982  and  one  quarter  of  July  82  -  June  83.    The  adequate  rate  for 
the  former  period  was  set  in  December,  while  the  rate  for  the  latter 
is  estimated. 

The  FY  1982  increase  consists  of: 

  program  increase  -  (+2,376,000,000)  -  The  program 

increase  consists  of  the  annualization  of  the  growth 
of  the  FY  1981  base  (+825,000,000)  and  the  increase 
in  benefits  from  FY  1981  to  FY  1982  (+1,551,000,000). 

Between  FY  1981  and  FY  1982,  total  outlays  are 
expected  to  increase  16.5%.    Price  and  recipient 
increases  are  responsible  for  68%  and  30%  of  the 
changes  respectively;  utilization  and  other  factors 
account  for  the  remainder. 
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increase  in  federal  payments  due  to  statutory  limit 
on  premium  increase  -  (+775,000,000)  -  As  a  result  of 
trends  described  above,  the  FY  1982  payment 
will  continue  to  be  a  higher  percentage  of  total 
income.    In  FY  1982,  beneficiaries  should  have  paid 
approximately  $4.6  billion;  however,  the  maximum 
amount  they  can  be  charged  totals  $3.9  billion. 

contingency  margin  -  (+1,021,000,000)  -  The  impact 
of  adjustments  made  to  the  adequate  rate  for  July 
1981  -  June  1982  effects  the  first  three  quarters 
of  FY  1982.    In  addition,  the  estimated  adequate 
rate  for  the  subsequent  benefit  year  completes  the 
process  of  building  up  the  trust  fund  balance  to 
an  actuarially  sound  level.    This  impacts  on  the 
last  quarter  of  FY  1982. 


Summary  of  Changes  From  Previous  Estimate 


Estimated  monthly  cost 
per  enrollee 

July  1980  -  June  1981 
July  1981  -  June  1982 
July  1982  -  June  1983 


 ■  Aged  

Previous  Current 
Estimate     Estimate  Change 


32.60 
37.80 
43.20 


32.60 
45.20 
49.20 


+7.40 
+6.00 


 Disabled  

Previous  Current 
Estimate    Estimate  Change 


51.00 
65.60 
74.60 


51.00 
73.20 
82.80 


+7.60 
+8.20 


Average  number  of 
enrollees  (thou- 
sands) 


July  1980  -  June  1981       24,905  24,811  -94 

July  1981  -  June  1982       25,484  25,344  -140 

July  1982  -  June  1983       26,084  25,878  -206 


2,803 
2,870 
2,938 


2,761 
2,877 
2,956 


-42 
+7 
+18 
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Hospital  Insurance  for  the  Uninsured 


Authorizing  Legislation  -  Section  103(c)  and  111(d)  of  the  Social  Security 
Amendments  of  1965. 


1981  Revised  Estimate                  1982  Revised  Estimate  Increase 

Budget  '                            Budget  or 

Authority  Authorization         Authority  Decrease 

$659,000,000                      Indefinite        $808,000,000  149,000,000 


Purpose  and  Method  of  Operations  -  The  Social  Security  Act  provides  a 
hospital  plan  to  pay,  for  most  individuals  age  65  and  over,  the  costs 
of  hospital  and  related  post-hospital  services,  subject  to  certain 
deductibles  and  coinsurance  requirements.    Coverage  extends  to  all 
persons  aged  65  anr'  over  entitled  to  Social  Security  or  Railroad  Retire- 
ment benefits.    When  Medicare  was  first  implemented,  Congress  further 
provided  hospital  insurance  coverage  to  people  who  were  already  age  65 
and  over  who  were  not  insured  under  the  Social  Security  or  Railroad 
Retirement  programs.    Congress  took  this  action  because  most  of  these 
people  had  an  insufficient  opportunity  to  obtain  program  coverage. 
Whereas,  the  hospital  insurance  benefits  and  administrative  costs  for 
persons  on  the  Social  Security  or  Railroad  Retirement  rolls  are  financed 
from  a  separate  payroll  tax  on  employees,  employers,  and  self-employed 
persons,  the  costs  of  providing  benefits  to  these  aged  individuals 
are  financed  with  Federal  funds. 

For  uninsured  persons  attaining  aged  65  before  1968,  no  wage  credit 
under  social  security  is  required  for  this  federally  funded  coverage.  For 
men  attaining  age  65  after  1967  and  before  1975  (before  1974  for  women), 
wage  credits  on  a  sliding  scale  are  required  for  federally  funded  entitle- 
ment.   For  men  attaining  65  after  1974  (after  1973  for  women),  the  require- 
ments for  entitlement  to  hospital  insurance  benefits  are  identical  to  the 
requirements  for  Social  Security  or  Railroad  Retirement  benefits.  Thus, 
a  gradually  decreasing  number  of  uninsured  persons  are  eligible  for  hos- 
pital insurance  benefits  financed  from  general  revenues.    Uninsured  aged 
individuals  who  cannot  meet  these  wage  credit  requirements  still  can 
obtain  hospital  insurance  protection  but  must  pay  monthly  premiums  cover- 
ing the  approximate  cost  of  their  coverage.    The  monthly  rate  was  $78  for 
the  year  beginning  July  1,  1980.    Effective  July  1,  1981,  the  rate  will 
increase  to  $89;  and  on  July  1,  1982,  the  rate  is  expected  to  increase  to 
to  $99. 
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Rationale  for  the  Budget  Request  -  The  estimate  of  $808,000,000  is 


comprised  of:  — 

1.  FY  1982  Requirements    $726,575,000 

2.  Adjustment  for  underfinancing"  of  prior  period  costs 

(including  interest)   81,425,000 

Total,  FY  1982  Request    808,000,000 

FY  1982  Requirements 
The  estimate  of  726, 575; 000  is  comprised  of: 

1.  Benefit  payments   713,575,000 

2.  Administrative  costs    c   13,000,000 

Total    726,575,000 

Benefit  Payments 


Benefit  payments  for  FY  1982  are  expected  to  total  $713,575,000  which 
is  an  increase  of  $52,575,000  over  FY  1981.    The  increase  occurs  princi- 
pally because  the  cost  of  covered  services  is  estimated  to  rise  at  an 
annualized  rate  of  13.6  percent  in  FY  1982.    Also,  utilization  of  covered 
services  for  the  uninsured  group  increases  at  a  faster  rate  than  utiliza- 
tion by  all  hospital  insurance  beneficiaries  because  the  average  age  of 
this  group  is  increasing,  and  its  members  can  be  expected  to  require  more 
services  per  capita. 

Partially  offsetting  the  increased  cost  and  utilization  of  covered 
services  is  the  expected  decrease  in  the  number  of  uninsured  individuals 
on  the  hospital    insurance  benefit  rolls.    During  fiscal  year  1981,  there 
will  be  an  average  of  541,000  uninsured  beneficiaries  compared  with 
607,000  in  FY  1981. 

Administrative  Costs 


Administrative  costs  for  the  hospital  insurance  program  for  the 
uninsured  groups  are  included  in  HCFA's  and  SSA's  justifications  for  their 
administrative  expenses  requests.    The  agencies  allocate  administrative 
costs  for  the  uninsured  group  based  mainly  on  the  ratio  of  benefit  payments 
for  the  uninsured  to  total  hospital  insurance  benefit  payments  for  the  aged. 
HCFA,  under  the  Secretary's  March  8,  1977,  reorganization  order,  is  respon- 
sible for  administering  the  hospital  insurance  program;  SSA  maintains  the 
Social  Security  rolls  from  which  the  hospital  insurance  program's  insured 
and  uninsured  groups  are  determined.    Estimated  administrative  costs  in 
FY  1982  are  $13,000,000. 
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Adjustments  for  Under financing  of  Prior  Period  Costs 

The  adjustment  for  the  underf inancing  of  prior  period  costs  totals 
$81 , 425, 000.    Final  adjustments  have  been  made  for  program  costs  in  the 
transition  quarter  (July-September  1976)  and  FY  1977  based  on  an  actual 
tabulation  of  bills  and  final  cost  settlements  made  with  hospitals  for 
that  period  compared  with  previous  cost  estimates  upon  which  the  amount 
appropriated  was  based.    Interim  adjustments  have  also  been  made  for 
FY's  1978,  1980,  and  1981. 


Transition  Quarter 
Program 


Benefits 
Payments 


Admini- 
strative 
Costs 


Total 


Current  estimate  require- 
ments                                      $146,900,000  2,644,000  $149,544,000 

Previous  estimated  require- 
ments                                         147,902,000  2,644,000  150,546,000 

-Difference                                     -1,002,000  -0-  -1,002,000 

Interest  on  Adjustment                     9,867,000  -0-                9,867,000  1/ 

Total,  Transition  Quarter  Adjust- 
ment                                            $8,865,000  -0-  $8,865,000 

Benefit  Administra- 

FY  1977  Program                            Payments  tive  Costs  Total 

Current  estimated  require- 
ments                                         $617,266,000  11,111,000  $628,377,000 

Previous  estimated  require- 
ments                                          618,000,000  11,111,000  629,111,000 

Difference                                          -734,000  -0-  -734,000 

interest  on  Adjustment                    -1,706,000  -0-  -1,706,000 

Total,  FY  1977  Adjustment               -$2,400,000  -0-  -$2,440,000 

Benefits  Administra- 

FY  1978  Program                            Payments  tive  Costs  Total 

Current  estimated  require- 
ments                                        $638,000,000  11,484,000  649,484,000 

Previous  estimated  require- 
ments                                         628,000,000  11,484,000  639,484,000 

Difference                                     10,000,000  -0-  10,000,000 

Interest  on  Adjustment                     6,000,000  -0-  6,000,000 

Total,  FY  1978  Adjustment  ....      $16,000,000  .-0-  $16,000,000 

1/   This  number  is  the  net  of  $-1,551,000  related  to  this  adjustement  and 

$11,418,000  to  compensate  for  an  initial  late  payment  of  $147,902,000 
for  this  period. 


\ 
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FY  1980  Program 

Payments 

Administra- 
tive Costs 

Total 

Current  estimate  require- 

56/ / ,000 ,000 

TO     1 OC  AAA 

12,180,000 

$689,186,000 

Previous  estimated  require- 

664,000,000 

12,186,000 

676,186,000 

13,000,000 

-0- 

13,000,000 

Interest  on  Adjustment  .... 

6,000,000 

-0- 

6,000,000 

Total,  FY  1980  Adjustment... 

$19,000,000 

-0- 

$19,000,000 

FY  1981  Program 

Benefit 
Payments 

Administa- 
tive  Costs 

Total 

Current  estimate  require- 
Previous  estimated  requi re- 

$697,000,000 
661,000,000 

12,546,000 
12,546,000 

$709,546,000 
673,546,000 

Interest  on  Adjustment  .... 

36,000,000 
4,000,000 

-0- 
-0- 

36,000,000 
4,000,000 

Total,  FY  1981  Adjustment  .. 

$40,000,000 

-0- 

$40,000,000 
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Professional  Standards  Review  Organizations  (PSRO)  Activities  for 
Medicaid 

Authorizing  Legislation  -  Section  1168  of  the  Social  Security  Act 

1981  Revised  Estimate  1982  Revised  Estimate  Increase 

Budget  Budget  or 

Authority  Authorization      Authority  Decrease 

$31,427,000  Indefinite        $16,075,000  -$15,352,000 

Purpose  and  Method  of  Operation  -    The  Professional  Standards  Review 
Organizations  (PSRO)  program  was  authorized  by  the  1972  amendments  to 
the  Social  Security  Act.    It  requires  the  establishment  and  support 
of  a  nationwide  network  of  voluntary,  nonprofit  groups  of  local 
physicians  to  assure  the  quality  and  appropriate  utilization  of  health 
care  services  financed  by  and  provided  to  beneficiaries  and  recipients 
of  Medicare,  Medicaid,  and  Maternal  and  Child  Health  programs. 

The  review  of  services  provided  in  hospitals  is  a  major  part  of 
this  program.    Amendments  to  the  Social  Security  Act  in  1975 
(P.L.  94-182)  provided  that  the  costs  of  performing  PSRO  hospital 
reviews  shall  be  payable  from  the  Hospital  Insurance  Trust  Fund 
and  that  appropriated  funds  be  transferred  to  this  trust  fund 
for  the  non-Medicare  hospital  review  costs  incurred. 

This  budget  activity  provides  for  the  transfer  of  appropriated  funds  to 
the  Hospital  Insurance  Trust  Fund  for  the  estimated  costs  of  performing 
PSRO  hospital  review  of  Medicaid  and  Maternal  and  Child  Health  patients 
in  FY  1982. 


Rationale  for  the  Budget  Request  -  The  reduced  funding  reflects  the 
Administration  s  health  financing  reforms  including  the  phase  down 
of  PSROxs  to  retain  only  those  judged  most  effective  in  controlling 
health  care  costs.    It  is  estimated  that  the  total  costs  of  performing 
PSRO  hospital  reviews  of  Medicare,  Medicaid,  and  Maternal  and  Child 
Health  patients  in  FY  1981  will  be  $92,667,000.    Medicaid's  share  of 
the  total  amount  is  estimated  to  be  $31,427,000,  based  upon  an  estimate 
of  the  number  of  Medicaid  admissions  under  PSRO  review.    The  amount 
proposed  for  rescission  is  related  to  Medicaid  reviews  in  PSRO  areas 
which  will  be  phased  out  in  FY  1981. 

The  PSRO  proposal  is  part  of  the  Administration's  general  effort 
to  restrain  health  care  costs  by  stimulating  competition  in  the  health 
care  industry.    The  PSRO  program  —  administered  through  185  relatively 
autonomous  PSROs  of  widely  varying  effectiveness  —  regulates  health 
care  services  for  Medicare  and  Medicaid  beneficiaries. 
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The  PSRO  program  would  be  phased  out  over  the  1981-1983  period,  con- 
sistent with  a  2  year  Administration  timetable  to  develop  and  carry 
out  health  financing  reforms  that  encourage  comuetition  in  the  health 
sector.    To  begin  the  phase-out  contracts  will  be  renewed  with  only 
those  PSROs  judged  most  effective  in  controlling  health  care  costs. 
Some  transitional  funding  for  the  most  effective  PSROs  would  be  con- 
tinued into  1983  to  allow  competing  systems  of  care  to  contract  for  their 
services. 
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Appropriation  Estimate 

Program  Management 

For  carrying  out,  except  as  otherwise  provided,  titles  XI,  XVIII, 
and  XIX  of  the  Social  Security  Act,  and  sections  1526  and  1533 (d)  of  the 
Public  Health  Service  Act,  [$123,872,000]  $107,704,000  together 
with  not  to  exceed  [$885,140,000]     $861,007,000       to  be  transferred 
to  this  appropriation  as  authorized  by  section  201(g)(1)  of  the 
Social  Security  Act,  from  the  Federal  Hospital  Insurance  and  the 
Federal  Supplementary  Medical  Insurance  Trust  Funds  referred  to 
therein:    [Provided,  That  such  amounts  as  are  required  shall  be 
available  to  pay  travel  expenses  either  on  an  actual  cost  or 
commuted  basis,  to  an  individual  for  travel  incident  to  medical 
examinations,  and  to  parties,  their  representatives  and  all  reason- 
ably necessary  witnesses  for  travel  within  the  United  States,  Puerto 
Rico,  and  the  Virgin  Islands  to  reconsideration  interviews  and  to 

proceedings  before  administrative  law  judges  Under  title  XVIII  of 
V 

the  Social  Security  Act:] 

[Provided  further,     That  $10,000,000    of  the  foregoing  amount  shall 

be  apportioned  for  use  pursuant  to  section  3679  of  the  Revised  Statutes 

(31  U.S.C.  665),  only  to  the  extent  necessary  to  process  workloads  not 

anticipated  in  the  budget  estimates  and  to  meet  mandatory  increases  in 

costs  of  agencies  or  organizations  with  which  agreements  have  been  made 

to  participate  in  the  administration  of  title  XVIII  and  after  maximum 

absorption  of  such  costs  within  the  remainder  of  the  existing  limitation 
2/ 

has  been  achieved:]         Provided,  That  none  of  these  funds  shall  be 
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used  to  pay  the  expenses  of  statewide  Professional  Standards  Review  Councils. 
Provided  further,      That  none  of  the  funds  appropriated  under  this  paragraph 
shall  be  allotted  or  otherwise  awarded  to  any  Professional  Standards  Review 
Organization  which  the  Secretary  of  the  Department  of  Health  and  Human  Ser- 
vices has  determined  should  be  terminated  from  the  Professional  Standards 
Review  Program  because  of  its  inability  to  effectively  or  efficiently  dis- 
charge its  reponsibilities  under  the  Social  Security  Act. 

1/   This  language  has  been  deleted  because  it  is  intrinsic  to  language 
already  contained  in  the  Social  Security  Disability  Amendments  of 
1980. 

2/   No  longer  deemed  necessary. 

3/    Language  has  been  added  to  prevent  expenditure  for  Statewide  Councils, 
which  the  Department  of  Health  and  Human  Services  has  determined 
are  no  longer  required. 
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Language  Analysis 


Explanation 


Authorizing  legislation  provides 
for  payment  of  administrative  costs 
related  to  Title  XVIII  programs. 
This  provision  permits  the  transfer 
of  such  trust  fund  moneys  to  this 
account  to  provide  allocation  of 
costs  between  trust  funds  and 
general  funds. 


Language  provision 


...together  with  not  to  exceed 
$861,002,000  to  be  transferred  to 
this  appropriation  as  authorized 
by  Section  201(g)  (1)  of  the 
Social  Security  Act,  from  the 
Federal  Hospital  Insurance  and 
the  Federal  Supplementary  Medical 
Insurance  Trust  Funds  referred 
to  therein... 


Provided  further,  That  none  of 
the  funds  appropriated  under  this 
paragraph  shall  be  allotted  or  other- 
wise awarded  to  any  Professional 
Standards  Review  Organization  which 
the  Secretary  of  the  Department  of 
Health  and  Human  Services  has 
determined  should  be  terminated 
from  the  Professional  Standards 
Review  Program  because  of  its  inabi- 
lity to  effectively  or  efficiently 
discharge  its  responsibilities  under 
the  Social  Security  Act. 


The  request  for  appropriations 
reflects  Department  policy  of  fund- 
ing only  those  Professional  Stan- 
dards Review  Organizations  judged 
most  effective  in  controlling 
health  care  costs. 


78-993    O— 80  9 
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Summary  of  Changes 

1981  Revised  Estimate   $993,842,000 

1982  Revised  Request   968,711,000 

Net  change    -25,131,000 


Increases; 
Built-in: 

1.  Periodic  step  increases   

2.  Standard  Level  User  Charge  (SLUC) 

rate  increase   

Subtotal   

Program; 

1.    Medicare  contractors   


1981  Revised  Base  Change  from  Base 

Pos.  Amount         Pos.  Amount 


    +1,398,000 

    +551,000 

+1,949,000 

694,384,000  +10,000,000 


Decreases; 
Program; 


Subtotal     +10,000,000 

Total  increases      +11,949,000 


1.  Professional  standards  review 

organizations  (PSROs)    —          42,733,000       —  -20,577,000 

2.  State  Certification    —          28,260,000       —  -10,225,000 

3.  Administrative  costs    4,999       182,465,000     -128  -6,278,000 

Total  decrease    -128  -37,080,000 


Total,  Net  change 


-128  -25,131,000 


130 


53 


■S  -S3  J 

3 


JJ  JJ  O 

N  C  (I)  £ 

X     -  j  < 

Cft   W  3 


III 


>  JJ 

0)  in 


JJ  JJ 

2  S  £< 


S  5 
<  • 


a  c 
o  c 
c  c 


e  c 


<n  in 


.0)  c 


2  O  -C 

O  JJ  —  o 
^  «1  >4JW 


o  g 

is 


c  c 

o  o 

o  c 

o  o 

o  o 

c  c 


§8 

c  c 


u  jj  3  a  ~* 

(D  T3  — l  Tii-i 

01  ^  ID  O  ^ 

03  J^   >  i-  O 

03  W  0)  Q.— 


a  o 


o  m 


=  S 
a  S 
c  c 


T3   U  O 

i  jj  - 


jj  o  £ 


I  I 


O     -rt  •  o  wo 

-H         JJ      .  O 


o  o 
a  9 
c  c 


o  in 
O  ^£ 
in  *x 


§g 
c  c 


:  a 


a  S 
a  c 
c  o 


o  o 
a  c 
c  c 


oo 

m  oc 

i— i  CFi 
-I 


IC  —I 
«ff  <J5 


<o  JJ  —  <s 

a*  w  a> 

>-l  C  JJH 

J2  03  -Q. 

o  e  o  o 


■C  03  JJ 

(0  U  C^t3 

C  W  i-H  I 

10  II)  £  C 

JJ  03  O  O 

cn  =  —  c 


(D  jj  j2 

JJ  3  O 

C  A3  ^- 
Eh 


r-H 

JJ  w 
C  JJ 

<U 

S-3 
^1 

S2 
a  c 

i  § 


131 


5k 


CM  0)  <U 

o\  >  — 


00  »-  3 

2  =*  7 


-I  0) 
IX 


Hem 

oc  <u  E 


o  o  o 
o  o  o 
coo 
»  »  .» 
»r  cm  o 
i-i     in  o 


o  o  o 

o  o  o 

o  o  o 

r>'  ts  to 

O  OJ  U"l 

OS  «JD  T 


O  C  O 

O  O  o 

o  o 

o  »  *> 

o  o  to 

in  r-  in 

»  CO  *8* 


o  o  o 
o  o  o 
coo 


00        If)  iH 


&  :  8 

s  :  8. 

4J   U  •  iH 

a>  .  <d 

oi  sz  •  c 

o  -w  •  C 

C  CjJ  0) 

0)  O  C  Ou 

C  "•H  <D  C 

3  jj  £  u  0 

Wl   01  g  JS  4J 

0)   O  4J 

a,  a,  o 


ii 


*§ 

i-l  01 
>  <U 

(c  a 


o  o 
o  o 

C.  O 


§8 

O  o 


o  o 
o  o 
c  o 

lO  T 

m  m 


u 

s  % 

8  U  x< 

•1-4  U 

SI'S 

OS  w 


133 


56 


Significant  Items  in  House  Committee  Report  No.  96-1244 


Item   Action  taken  or  to  be  taken 


Program  Management  -  Professional 
Standards  Review  Organizations. 

The  Committee  encourages  the 
Department  to  consider  the  feasibi- 
lity of  initiating  demonstrations 
to  test  whether  PSROs  can  play  a 
role  in  reviewing  the  appropriate- 
ness and  necessity  for  providing 
home  health  services  to  Medicare 
and  Medicaid  patients. 


The  1982  budget  reflects  contin- 
uing phase  out  of  Professional 
Standards  Review  Organizations. 
Consequently,  new  program  ini- 
tiatives are  not  being  pursued. 


Program  Management  -  Research  Will  be  delivered  shortly. 

The  Committee  requests  that  it 
be  kept  informed  of  the  pro- 
gress of  initiatives  dealing 
with  the  problem  of  financially 
troubled  big  city  hospitals  and 
any  plans  to  expand  the  projects 
to  other  cities  or  institutions. 
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Authorizing  Legislation 

T981  1981     ~  1982  1982 

Amount  Revised  Amount  Revised 

 Authorized  Estimate  Authorized  Request 

Program  Management 

1.  Professional  Standards 

Review  Organizations 
(Social  Security  Act, 

Title  XI,  Part  B    Indefinite    $16,380,000      Indefinite  $9,307,000 

2.  Research,  Demonstration, 

and  Evaluation  Projects.  29,000,000  29,000,000 

a.  (Social  Security 
Act,  Title  XI: 

Section  1110  ....       Indefinite  Indefinite 

Section  1115  )...  1/  $1,718,000     (18,900,000)    $1,718,000  (18,900,000) 

b.  (P.L.  92-603, 

Section  222)    Indefinite      (7,000,000)    Indefinite  (7,000,000) 

c.  (Public  Health  Ser- 

vice Act,  Title  IX:  2/ 

Section  1525    800,000  2/     (800,000)  800,000  (800,000) 

Section  1533(d)..       Indefinite      (2,300,000)    Indefinite  (2,300,000) 

3.  Medicare  contractors 

(Social  Security  Act, 

Sec.  1816  and  1842)    Indefinite  —  Indefinite   

4.  State  Certification 

(Social  Security  Act, 
Title  XVIII,  Sec.  1864, 
Reorganization  Act 

of  1954)    Indefinite       4,500,000     Indefinite  535,000 

5.  Administrative  Costs, 

(Reorganization  Act  of 

1954)    Indefinite     69,500,000     Indefinite  68,862,000 

Total  budget  authority  ...  119,380,000  107,704,000 

Total  budget  authority 
against  definite  authori- 
 zation    2,518,000  2,518,000 

1/   The  total  authorization  for  Section  1115  is  $4,000,000.    HCFA's  portion  is 
$1,718,000-. 

2/    The  total  authorization  for  Section  1526  is  $6,000,000  of  which  HCFAxs  portion 
is  $800,000. 
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Program  Management 


Budget 

1/  Estimate               House  Senate 

Year  to  Congress  Allowance  Allowance  Appropriation 

1977    $73,442,000         $73,442,000       $72,442,000  $72,442,000 

Trust  fund 

transfer   658,202,000        658,202,000       659,202,000  659,202,000 

1978                               92,522,000.  92,522,000         92,522,000  92,522,000 

Trust  fund 

transfer    710,181,000         710,181,000       710,181,000  710,181,000 

1979    117,435,000         103,978,000       108,978,000  109,212,000 

Trust  fund 

transfer    820,289,000         810,359,000       810,359,000  810,359,000 

1980    134,684,000         123,510,000       136,510,000  128,010,000 

Trust  fund 

transfer    840,399,000        838,319,000       842,319,000  847,111,000 

2/ 

1981    132,998,000         123,872,000    123,872,000 

Trust  fund  trans-  2/ 

fer    899,224,000        885,140,000  —  885,140,000 

Proposed  supple- 
mental   2,500,000 

Trust  fund 

transfer  .......  4,174,000 

Proposed  Rescis- 
sion   -6,992,000 

Trust  fund 

transfer   -15,643,000 

1982    107,704,000 

Trust  fund 

transfer    861,007,000 


y    NOTE:    Data  not  available  prior  to  FY  1977. 

2/  The  appropriation  for  this  account  for  1981  had  not  been  enacted  at  the  time 
this  budget  was  prepared.    The  1981  amounts  shown  below  are  based  upon  a 
continuing  resolution  (P.  L.  96-536)  in  effect  through  June  5,  1981. 


136 


59 

Justification 
Program  Management 


FY  1981                           FY  1982  Increase  or 

Revised  Estimate  Revised  Request  Decrease 

Budget                          Budget  Budget 

 .  Pos.     Authority     Pos«  Authority  Pos.  Authority 

1.  Professional  Standards 
Review  Organiza- 


tions   $16,380,000*  $9,307,000  $-7,073,000 

(obligations)    (42,733,000)  (22,156,000)  (-20,577,000) 

2.  Research,  Demonstra- 

tion, and  Evaluation 

projects    29,000,000  29,000,000   

(obligations)    (46,000,000)  (46,000,000)   

3.  Medicare  Contractors  .  —  —  — 

(obligations)    (694,384,000)  (704,384,000)  (+10,000,000) 

4.  State  Certification  ..  4,500,000  535,000  -3,965,000 

(obligations)  ....  (28,260,000)  (18,035,000)  (-10,225,000) 

5.  Administrative  Costs..  4,999  69,500,000    4,871  68,862,000  -128  -638,000 

(obligations)  (182,465,000)  (178,136,000)  (-4,329,000) 

Total  Appropria- 
tions                      4,099  119,380,000    4,871  107,704,000  -128  -11,676,000 

 (obligations)  (993,842,000)  (968,711,000)  (-25,131,000) 


General  Statement 

The  Program  Management  account  finances  the  costs  associated  with  carrying  out  the 
responsibilities  of  the  Health  Care  Financing  Administration  (HCFA) .    The  account 
consists  of  five  major  activities: 

—  Professional  standards  review  organizations  (PSRO*s)  -  These  organizations 
conduct  activities  to  assure  that  health  care  services  provided  under 
Medicare,  Medicaid,  and  other  Federal  programs  are  medically  necessary 
and  are  furnished  in  the  most  economical  manner  consistent  with  recognized 
professional  standards  of  care. 

—  Research,  demonstration,  and  evaluation  projects  -  This  activity  provides 
for  research,  demonstration,  and  evaluation  projects  to  improve  the  organi- 
zation, delivery,  quality,  and  financing  of  health  care  services. 

—  Medicare  contractors  -  This  activity  supports  Medicare  claims  processing 
payment  functions  performed  by  contract. 

—  State  certification  -  This  activity  supports  contracts  and  grants  to  State 
agencies  for  the  survey  and  certification  of  Medicare  providers. 


—   Administrative  costs  -  This  activity  supports  the  agency  staff  and  operating 
expenses  related  to  the  administration  of  the  health  care  financing  programs. 
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1.    Professional  Standards  Review  Organizations 

Authorizing  Legislation  -  Social  Security  Act,  Title  XI,  Part  B. 


1981  1982  Revised  Request 

Revised  Budget 
Estimate       Authorization  Authority 


Total  Obliga- 
tions   $42,733,000 

Less  Trust 
Fund  Trans- 
fer   -26,353,000 

Total  Budget 
Authority  ..  $16,380,000 


Indefinite 


$22,156,000 
-12,849,000 
$  9,307,000 


Increase 
or 

Decrease 


$-20,577,000 
-13,504,000 
$  -7,073,000 


Purpose  and  Method  of  Operations; 

The  purpose  of  the  Professional  Standards  Review  Organizations  (PSRO) 
program  is  to  assure  that  health  care  services,  for  which  payment  may  be 
made  under  Titles  V,  XVIII,  and  XIX  of  the  Social  Security  Act,  conform 
to  appropriate  professional  standards  and  are  delivered  in  the  most 
effective,  efficient,  and  economical  manner  possible.    The  PSRO  statute 
(Title  XI  of  the  Social  Security  Act)  requires  the  Secretary  to  establish 
and  support  a  nationwide  network  of  voluntary,  non-profit  groups  of  local 
physicians  (PSROs)  to  review  the  quality,  eopropriateness,  and  utiliza- 
tion of  health  care  services  financed  by  the  Medicare,  Medicaid,  and 
Maternal  and  Child  Health  programs. 


Grants  are  awarded  to  a  network  of  voluntary,  non-profit  groups  of  local 
physicians  (PSROs)  meeting  the  requirements  of  Title  XI  of  the  Social 
Security  Act,  as  amended,  or  to  other  public  non-profit  private  groups 
the  Secretary  determines  to  be  of  sufficient  professional  competence  and 
otherwise  suitable.    PSRO  program  costs  are  financed  from  the  Medicare 
trust  funds  and  Congressionally  appropriated  funds. 

In  their  initial  stages  of  implementation,  PSROs  have  been  primarily 
concerned  with  implementing  hospital  review.    As  PSROs  gain  experience 
and  expertise,  review  is  expanded  to  long-term  care  (LTC)  institutional 
settings,  and  to  areas  of  special  emphasis  such  as  hospital  ancillary 
(x-ray,  laboratory,  physical  therapy)  and  physician  services.  PSROs 
also  may  be  authorized  to  perform  review  in  ambulatory  care  settings. 
In  conjunction  with  their  review  activities,  each  PSRO  is  expected  to 
collect  and  disseminate  data  on  a  quarterly  and  annual  basis.  This 
includes  utilization  data  for  all  PSRO  discharges,  correlations  of  review 
activity  with  diagnoses  for  selected  diagnostic  groups,  utilization  data 
for  selected  procedures,  profile  analyses  and  the  monitoring  and  manage- 
ment of  review  activities  at  both  the  local  and  national  level.  Further 
effectiveness  of  the  PSRO  is  manifested  and  maintained  through  coordinated 
activities  resulting  from  relationships  with  Title  V,  XVIII,  and  XIX 
agencies,  with  Health  Systems  Agencies,  and  with  other  governmental, 
non-governmental,  and  private  organizations  involved  in  health  services 
in  its  area. 
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For  FYs  1980  and  1981,  HCFA  has  implemented  a  variety  of  program  initia- 
tives to  enhance  management  of  the  PSRO  program.    These  program  improvement 
efforts  include    (1)  the  objective  setting  process,  which  was  designed  to 
improve  effectiveness  and  efficiency  of  PSRO  review  activities;     (2)  renewal 
of  funding  agreements  with  only  the  most  effective  PSROs;  (3)  development  of 
criteria  to  determine  PSRO  readiness  for  conversion  to  full  designation 
(criteria  address  mandatory  standards  of  PSRO  performance  and  compliance 
in  review  activities);  (4)  final  PSRO  sanction  regulations,  published 
in  February  1980,  which  will  result  in  more  sanctions  being  imposed 
to  reduce  the  incidence  of  inappropriate  care;  and  (5)  the  development 
of  model  criteria  sets  to  assist  PSROs  in  identifying  and  reducing  the 
level  of  inappropriate  hospital  days. 

Justification  for  FY  1982  Revised  Request; 

The  budget  request  assumes  increased  refinement  of  the  program  by  continuing 
phase  out  of  the  least  effective  PSROs.    It  is  estimated  that,  in  addition  to 
the  60  projects  terminated  in  1981,  40  PSROs  will  be  defunded  in  1982. 

In  FY  1982,  PSROs  will  carry  out  5.3  million  hospital  reviews  out  of  a  total 
of  16.1  million  estimated  annual  Medicare  and  Medicaid  hospital  admissions. 
The  budget  estimates  $47,400,000  to  be  paid  from  the  Trust  Funds  for  hospital 
review  costs  in  FY  1982,  a  reduction  of  $45.3  million  from  FY  1981.  This 
decrease  accounts  for  about  5  million  reviews  associated  with  poorer  perform- 
ing PSROs  which  will  be  defunded.    Concurrent  review  will  reflect  modified 
systems  based  on  a  sophisticated  combining  of  data  from  institutions*  indi- 
vidual records  with  that  of  PSRO  Hospital  Discharge  Data  Set  (PHSDDS)  and 
Medpar/Medicare  data  to  focus  review  activities  in  areas  where  data  and 
experience  indicate  the  most  need. 

The  PSRO  proposal  is  part  of  the  Administration's  general  effort  to 
restrain  health  care  costs  by  stimulating  competition  in  the  health  care 
industry.    The  PSRO  program  —  administered  through  185  relatively 
autonomous  PSROs  of  widely  varying  effectiveness  —  regulates  health  care 
services  for  Medicare  and  Medicaid  beneficiaries. 

The  PSRO  program  would  be  phased  out  over  the  1981-1983  period,  consistent 
with  a  2-year  Administration  timetable  to  develop  and  carry  out  health 
financing  reforms  that  encourage  competition  in  the  health  sector.  To 
begin  the  phase-out,  contracts  will  be  renewed  with  only  those  PSROs 
judged  most  effective  in  controlling  health  care  costs.    Some  transitional 
funding  for  the  most  effective  PSROs  would  be  continued  into  1983  to 
allow  competing  systems  of  care  to  contract  for  their  services. 


139 


62 


The  budget  request  also  includes  continuation  of  funding  for  special 
initiatives  and  support  contracts.    These  funds  will  be  used  in  part  for 
focused  review  and  study  of  such  areas  as:  physician  and  ancillary 
services;  home  health  services;  shared  health  facilities;  and,  ambulatory 
care.    In  addition,  these  funds  will  be  used  to  monitor  areas  where  PSROs 
are  not  active  in  order  to  identify  aberrant  patterns  of  hospital  utiliza- 
tion. 

The  following  table  illustrates  the  workload  for  FY  1981  and  FY  1982: 


1981 
Estimate 


1982 
Estimate 


Number  of  conditional  and  fully  designated  PSROs  .. 


125 


85 


Number  of  long  term  care  projects 


35 


Number  of  Medicare/Medicaid  hospital  admissions  in 
PSRO  areas   , 


15,800,000 


16,100,000 


Number  of  Medicare/Medicaid  hospital  admissions  to 
be  reviewed  


10,300,000 


5,300,000 
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2.    Researchf  Demonstration,  and  Evaluation  Projects 

Authorizing  Legislation  -  Social  Security  Act,  Section  1110,  1115,  1121, 
1875  and  1881;  Public  Health  Service  Act,  Section  1526  and  1533(d);  and 
Rural  Health  Clinic  Services  Act,  Section  3. 

FY  1981  FY  1982 

Revised  Revised 
Estimate  Request 

Total  Obligations   $46,000,000  $46,000,000 

Less:    Trust  Fund. 
Transfer   -17,000,000  -17,000,000 

Total  Budget  Authority..       $29,000,000  $29,000,000 


Justification  FY  1982  Revised  Budget  -  The  purpose  of  the  Health  Care 
Financing  Administration  s  research  program  is  to  carry  out  the  provi- 
sions of  the  above  cited  titles  and  sections  by  providing  a  realistic 
basis  for  measuring  the  impact  of  the  Medicare  and  Medicaid  programs  on 
individuals  enrolled  in  these  programs,  health  care  costs,  health  care 
providers,  and  the  health  care  industry.    The  results  of  these  projects 
provide  essential  information  used  by  policy  makers  in  considering  the 
effectiveness  of  proposed  policy  and/or  legislative  changes  on  the 
primary  goal  to  provide  timely  delivery  of  quality,  cost  effective 
health  care  services  to  beneficiaries.     As  the  Administration  makes 
major  shifts  in  Federal  responsibilities  and  programs,  the  research 
program  will  provide  invaluable  assistance  to  Federal  and  state  efforts 
to  reduce  program  costs  and  improve  the  efficiency  of  health  care  delivery 
systems.    The  studies,  experiments,  demonstrations  and  evaluations  are 
carried  out  in  nine  areas  as  follows: 


1.    Hospital  Costs  -  This  program  area  is  designed  to  develop  economic 
knowledge  about  hospital  costs  and  reimbursement  behavior  in  order 
to  respond  to  policy  questions  regarding  changes  in  reimbursement 
systems  and  how  these  systems  can  improve  the  Federal  and  State 
third  party  payment  programs.    It  will  support  the  efforts  to 
develop  and  compare  alternative  hospital  reimbursement  systems. 
Also  included  in  this  area  are  studies  to  demonstrate  and 
evaluate  joint  Federal  State  and  local  partnerships  to  develop 
alternative  prospective  payment  and  rate  setting  systems. 

Estimated  obligations:    1981,  $5.7  million;  1982,  $5.7  million. 
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2.    Physician  Reimbursement  -   This  program  area  focuses  on  physician  costs 
and  physician  reimbursement.    As  the  central  decision  maker  in  the  health 
care  delivery  system,  physicians  are  directly  and  indirectly  responsible 
for  a  large  part  of  health  care  spending.    This  area  includes  descriptive 
and  behavioral  analyses  of  physician  practice  patterns,  physician  costs 
and  prices,  physician  incomes,  and  physician  productivity.    It  also 
, includes  development  and  analyses  of  the  impact  of  various  reimbursement 
methods  such  as  relative  value  scale  systems  and  fee  schedules.  Pro- 
jections, simulations  and  actuarial  analyses  of  historical  data,  physician 
supply,  insurance  prices,  utilization,  expenditures  and  incomes,  and 
alternative  reimbursement  methods  will  also  be  performed.    Finally,  demon- 
stration projects  designed  to  test  alternative  reimbursement  methods  for 
physician  services  such  as  risk  sharing  and  to  increase  physician  partici- 
pation in  the  Medicare  and  Medicaid  programs  will  be  conducted. 

Estimated  obligations:    1981,  $3.7  million;  1982,  $3.7  million. 


3.    Long  Term  Care  -  Long  term  care  is  defined  as  care  for  the  chronically  ill 
and  the  physicially  or  mentally  disabled  and  includes  a  wide  variety  of 
health,  social  and  personal  care  services  generally  needed  over  an  extended 
time  period.    Long  term  care  services  can  be  rendered  in  institutional 
settings  as  well  as  in  ambulatory  and  in-home  settings.    This  program  area 
will  focus  on  describing  the  characteristics  of  the  populations  in  need  of 
care,  analyzing  and  evaluating  the  economics  of  the  long  term  care  service 
industry,  factors  affecting  utilization  of  various  types  of  long  term  care 
services  and  quality  and  utilization  control  mechanisms.    In  addition, 
demonstrations  will  be  conducted  and  evaluated  on  the  costs  and  benefits 
of  institutional  care  and  alternative  financing  and  reimbursement  mechanisms. 
HCFA  will  continue  to  participate  in  the  Departments  long-term  care  special 
initiative  with  channeling  agency  demonstrations  to  test  comprehensive  ways 
to  coordinate  and  deliver  long-term  care  services  at  the  community  level  and 
data  base  development  activities. 

Estimated  obligations:    1981,  $12.8  million;  1982,  $12.8  million. 


4.    Health  Systems  Organization  -  This  program  area  focuses  on  alternative 
approaches  for  delivering  health  care  and  fostering  competition  in  the 
health  care  delivery  system.    It  seeks  organizational  and  payment  methods 
which  reduce  costs  without  adversely  affecting  quality.    Research  and 
demonstration  projects  will  be  conducted  which  address  the  following: 
alternative  delivery  system  approaches  to  providing  comprehensive  care 
for  HCFA  beneficiaries;  alternative  incentives  for  HCFA  beneficiaries  to 
enroll  in  comprehensive  health  care  organizations;  the  cost  and  quality 
impact  of  broadening  Medicare  and  Medicaid  coverage  for  new  services  and/ 
or  providers  including  urban  clinics  and  community  mental  health  centers 
and  evaluating  the  effectiveness  of  cost-savings  strategies  in  the  end-stage 
renal  disease  program. 

Estimated  obligations:    1981,  $4.0  million;  1982,  $4.0  million. 
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5.  Quality  and  Effectiveness  -  This  program  area  is  concerned  with  the 
issues  of  developing  standards  of  care  for  Federal  beneficiaries. 
Methods  will  be  developed  by  which  quality  can  be  assessed.    In  addition, 
the  application  of  these  methods  to  different  types  of  providers  and 
health  care  settings,  such  as  long  term  car«  and  end-stage  renal  disease, 
will  be  explored.    Studies  concerning  .variations  in  medical  practice  and 
the  capability  to  influence  or  modify  such  practice  will  be  conducted. 
Alternative  utilization  review  systems  as  well  as  innovative  and  more 
flexible  approaches  to  survey  and  certification  of  health  facilities 
will  also  be  studied. 

Estimated  obligations:    1981,  $3.1  million;  1982,  $3.1  million. 

6.  Integrated  Data  Systems  -    This  program  area  encompasses  the  development 
of  uniform  billing,  discharge,  cost  and  utilization  data  reporting 
systems,  as  specified  in  section  19  of  P.L.  95-142,  and  their  integration 
into  a  national  health  information  network  to  serve  the  administrative 

and  research  needs  of  HCFANs  operating  programs,  while  reducing  the  reporting 
burden  of  providers  and  beneficiaries.      This  area  includes  the  implementation 
of  a  hospital  cost  reporting  system  for  Medicare  and  Medicaid;  development 
of  uniform  cost  reporting  systems  for  home  health  agencies,  skilled  nursing 
facilities  and  health  maintenance  organizations;  and  testing  of  uniform 
billing  and  discharge  data  systems. 

Estimated  obligations:    1981,  $7.9  million;  1982,  $7.9  million. 

7.  Program  Evaluation  -  This  program  area  is  designed  to  determine  the  effect 
of  HCFA  programs  on  their  target  populations  and  to  analyze  program  manage- 
ment to  determine  its  effect  on  the  attainment  of  HCFAxs  programmatic 
goals.    Three  activities  are  encompassed  in  this  program  area:    first,  to 
plan  and  coordinate  all  HCFA  program  evaluation  activities;    second,  to 
conduct  selected  program  evaluation  projects;    and,  third,  to  be  the  prin- 
cipal point  of  contact  with  organizations  outside  of  HHS  on  program  eval- 
uation matters.    The  PSRO  program  is  currently  under  evaluation  with  a 
major  report  published  in  1980.    Evaluation  work  on  the  Maximum  Allowable 
Cost  for  Drugs  (MAC)  program  is  also  being  completed.    Evaluations  of  the 
End-Stage  Renal  Disease  program  has  been  initiated. 

Estimated  obligations:    1981,  $2.5  million;  1982,  $2.5  million. 

8.  Beneficiary  Impact  and  Preventive  Activities  -  This  program  area  is  designed 
to  provide  information  on  health  care  expenditures  and  utilization  pat- 
terns of  HCFA  beneficiaries  in  order  that  HCFA  programs  may  be  more  effi- 
ciently operated.    The  primary  activities  are:    1)  to  report  and  analyze 
the  patterns  and  trends  in  health  services  utilization  to  determine  if  ser- 
vices are  provided  in  as  efficient  and  economical  manner  as  possible;  2)  to 
assess  the  use  and  cost  of  program  benefits  as  well  as  the  use  of  uncovered 
services;  and    3)  to  determine  the  effectiveness  of  HCFA  programs  in  remov- 
ing barriers  that  prevent  beneficiary  access  to  health  care  services. 

Estimated  obligations:    1981,  $5.2  million;  1982,  $5.2  million. 
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9.    Industrial  Organization  and  Reimbursement  -  This  program  area  will 

the  effects  of  HCFA  reimbursement  policies  on  various  industries  in  the 
health  care  sector  including  clinical  laboratories,  long  term  care, 
durable  medical  equipment,  hospital  supplies,  insurance  and  drugs.  The 
purpose  of  these  studies  will  be  to  understand  how  HCFA  reimbursement 
policies  affect  the  market  structure  and  market  performance  for  each 
industry.    The  relationship  of  industry  suppliers  to  other  providers  in 
the  health  care  sector,  particularly  with  respect  to  pricing  and  utiliza- 
tion decisons,  will  be  studied. 

Estimated  obligations:    1981,  $1.1  million;  1982,  $1.1  million. 

The  following  table  summarizes  the  request  by  the  categories  discussed  above: 

Summary  of  Research,  Demonstrations  and 
Evaluations  Obligations  by  Major  Areas 

FY  1981  FY  1982 

Revised  Revised 

1.  Hospital  Costs    $5,700,000  $5,700,000 

2.  Physician  Reimbursement    3,700,000  3,700,000 

3.  Long  Term  Care    12,800,000  12,800,000 

4.  Health  Systems  Organization    4,000,000  4,000,000 

5.  -  Quality  and  Effectiveness    3,100,000  3,100,000 

6.  Integrated  Data  Systems    7,900,000  7,900,000 

7.  Progam  Evaluation    2,500,000  2,500,000 

8.  Beneficiary  Impact  and  Related 

Activities    5,200,000  5,200,000 

9.  Industrial  Organization  and 

Reimbursement   1,100,000  1,100,000 

TOTAL    $46,000,000  $46,000,000 


78-993   O— 80  10 
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Explanation  of  the  FY  1982  Revised  Request  Compared  to  the  FY  1981  Revised 
Estimate  -  In  FY  1982  $46,000,000  is  requested,  the  same  amount  as  in  FY 
1981.    The  reduced,  constant  funding  level  for  FY  1981  and  FY  1982  is  consistent 
with  the  Administrations  desire  to  curtail  Federal  expenditures.    As  the 
Administration  makes  major  shifts  in  Federal  responsibilities,  important  new 
policy  and  research  questions  arise.    In  order  to  carry  out  the  high  priority 
new  research  activities  to  assist  these  Federal  and  state  efforts,  some  ongoing 
activities  must  be  curtailed.    Ongoing  projects  were  reviewed  to  see  which 
projects  would  be  reduced  or  terminated  to  make  funds  available  for  high  priority 
activities.    Within  available  resources,  priority  will  be  given  to  continuing 
Congressionally  mandated  activities.    A  complete  project  identification  is  not 
yet  final  for  FY  1982.    The  process  which  HCFA  has  instituted  will  lead  to  a 
detailed  listing  later  in  calendar  year  1981. 

Funding  for  individual  projects  will  be  allocated  between  trust  funds  and 
general  revenues  in  proportion  to  the  projects  relevance  to  the  Medicare 
program  or  the  Medicaid  program  respectively.    For  example,  if  a  project  is 
to  focus  on  physicians*  costs  in  both  Medicare  and  Medicaid,  the  physicians* 
costs  in  Medicare,  Part  B  would  be  compared  to  physicians*  costs  in  Medicaid, 
and  the  project  costs  would  be  distributed  between  the  Supplemental  Medical 
Insurance  Trust  Fund  and  general  revenues  in  accordance  with  that  relation- 
ship. 
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Medicare  Contractors 


Increase  or 
Decrease 


Total  Obligations 


$694,384,000 


$704,384,000 


+10,000,000 


Less  Trust  Fund 
Transfer  ... 


-694,384,000 


-704,384,000 


-10,000,000 


Total  Budget  Authority  .. 


Justification  for  Revised  FY  1982  Budget  -  This  activity  provides  funds 
to  reimburse  contractors  for  costs  incurred  in  administering  the  Medicare 
program.    Medicare  includes  the  Hospital  Insurance  Program  (Part  A)  and 
the  Supplementary  Medical  Insurance  Program  (Part  B) . 

Expenses  incurred  include  the  cost  of  processing  claims  for  services 
rendered  by  hospitals,  skilled  nursing  facilities,  home  health  agencies, 
other  providers  of  health  care,  and  by  physicians  and  suppliers.  These 
claims  are  processed  by  third-party  contractors,  primarily  Blue  Cross 
and  Blue  Shield  Plans,  and  private  insurance  companies. 


Rationale  for  the  Budget  Request 
I.  Workloads; 

The  FY  1982  budget  request  is  based  primarily  on  the  number  of 
Hospital  Insurance  (HI)  and  Supplementary  Medical  Insurance  (SMI) 
claims  to  be  processed  in  FY  1982  and  the  number  of  audits  of 
institutions  scheduled  for  that  year.    The  HI  and  SMI  workloads 
are  as  follows: 


Claims: 

Hospital  Insurance  .  , 

(Part  A)    42,773,000      46,000,000         3,227,000  7.5 

Supplementary  Medical  * 

Insurance  (Part  B)..    170,373,000      190,000,000      19,400,000  11.4 


Medicare  Contractor  Workloads 


1981 

Estimate 


1982 

Estimate 


Volume 


Increase 


Percent 


Total,  Claims 


213,373,000 


236,000,000      22,627,000  10.6 
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H.    Productivity  Improvements: 

The  productivity  increase  of  $70.6  million  is  the  total  savings 
generated  from  experimental  contracts,  facilities  management 
subcontracts,  other  subcontracts,,  and  general  increased  produc- 
tivity per  staff -year  based  on  HCFA  directives  and  contractor 
initiatives.    In  addition,  implementation  of  the  Part  B  perfor- 
mance standards  (e.g.,  certain  minimum  unit  cost  standards  based 
on  timeliness  and  tolerable  error  rates)  will  foster  further 
efficiency  in  operation. 

III.    Explantion  of  Budget  Estimate; 

A.  FY  1981  Base    $694,384,000 

B.  Increases: 

1.  Work  Output  Increase: 

a.  Measurable  loads  ....  61,894,000 

b.  Less  FY  1981  nonre- 

curring   -2,512,000  59,382,000 

2.  Salary  Increase  at  8.8  Per- 

cent   38  ,  589  ,  000 

3.  Other  Cost  Increase  at 

9.2  Percent    17,882,000 

4.  Other  Price  Changes    4,517,000  120,370,000 

Subtotal    817,754,000 

C.  Decreases: 

1.  Productivity    -70,606,000 

2.  Activity  Reductions: 


a. 
b. 

Audit  &  reimbursement 
Toll-free  lines  .... 

-19,000,000 
-7,600,000 

c. 

d. 
e. 

Provider  technical 
PSRO  monitoring  .... 

-6,000,000 
-2,400,000 
-4,764,000 

-39,764,000 

Subtotal    -110,370,000 


Total  Revised  FY  1982  Budget   $704,384,000 
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4.    State  Certification; 

Authorizing  Legislation  -  Social  Security  Act,  Title  XVIII,  Section  1864; 
Reorganization  Act  of  1954. 

1981  1982  Revised  Request  Increase 


Total  Obliga- 
tions   

Less  Trust  Fund 
*  Transfer  .... 

Total  Budget 
Authority  ... 


Revised 
Estimate 

$28,260,000 

-23,760,000 

$  4,500,000 


Authorization 


Indefinite 


Budget 
Authority 

$18,035,000 

-17,500,000 

$  535,000 


or 

Decrease 
$-  10,225,000 
(-)  6,260,000 
$-  3,965,000 


Purpose  and  Method  of  Operations: 


The  purpose  of  the  State  Certification  program  is  to  certify,  using  the 
assistance  of  State  survey  agencies,  that  institutions  and  agencies  provid- 
ing health  care  services  to  Medicare  patients  meet  standards  of  quality  and 
safety  which  allow  patients  to  obtain  an  optimum  quality  of  care.    The  State- 
conducted  Medicaid  survey  and  certification  program  administered  by  the 
Health  Care  Financing  Administration  is  described  in  the  Grants  to  States 
for  Medicaid  account. 

Annual  agreements  are  negotiated  with  State  health  facility  licensure 
agencies  (generally  within  State  Health  Departments)  to  survey  institutions 
in  accordance  with  explicit  Departmental  regulations  and  instructions.  State 
agencies  submit  detailed  budgets  for  estimated  costs  of  performing  survey 
activities.    Cost  reports  are  submitted  on  a  quarterly  basis  and  are  subject 
to  HHS  audit. 

Major  program  accomplishments  include  (1)  continued  provision  for  surveys  of 
all  participating  facilities  within  prescribed  time  frames;  (2)  development 
and/or  revision  of  regulations  and  guidelines  relating  to  the  certification 
of  providers  to  ensure  maximum  consistency  for  both  Medicare  and  Medicaid 
programs;  (3)  processing  of  Clinical  Laboratory  Improvement  Act  (CLIA) 
licensing;  and    (4)  implementation  of  Fire  Safety  Evaluation  System  and 
enforcement  of  Life  Safety  Code  requirements  in  all  participating  facili- 
ties. 


\ 
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Justification  for  FY  1982  Revised  Request; 

HCFA  has  carefully  evaluated  the  practice  of  performing  annual  surveys 
of  all  facilities  and  now  believes  that  flexibility  pertaining  to  the 
frequency  in  scheduling  of  surveys  should  be  implemented.    A  Notice  of 
Proposed  Rulemaking  is  being  developed  and  will  include  possible  alter- 
natives to  annual  Medicare /Medicaid  surveys  within  the  context  of 
reducing  any  unnecessary  burden  on  institutions  while  also  protecting 
the  health  and  safety  of  beneficiaries.     (The  exception  to  this  will 
be  Skilled  Nursing  Facilities,  which  will  continue  to  be  surveyed 
on  an  annual  basis  as  required  by  statute.    A  legislative  proposal 
will  be  submitted  to  permit  less  frequent  than  annual  certification 
surveys  for  these  facilities  as  well.)    The  final  regulations  will 
be  published  during  FY  1981  and  will  allow  less  frequent  than  annual 
surveys  beginning  in  FY  1981.    This  innovation  will  result  in  a  45% 
reduction  in  the  number  of  annual  Medicare  surveys  compared  to  the 
FY  1981  revised  estimates.    Facilities  earmarked  for  less 
frequent  than  annual  surveys  are  those  with  a  history  of  consistent 
compliance  or  those  with  minor  deficiencies  which  are  easily  corrected 
and  do  not  endanger  the  health  and  life  of  beneficiaries. 

HCFA  will  continue  efforts  to  improve  the  quality  of  care  and  services 
rendered  by  providers.    Areas  to  be  addressed  in  HCFA's  efforts  to 
improve  both  patient  care  and  the  survey  process  include : 

—  Simplify  the  survey  and  certification  process  by  targeting 
survey  resources  to  problem  providers  by  using  alternative 
methods  for  determining  compliance  with  program  require- 
ments 

—  Consolidate  quality  assurance  activities,  providing  for  an 
exchange  of  information  among  survey  and  review  teams 

—  Improve  the  survey  and  certification  process  by  streamlining 
operations,  reducing  administrative  requirements  and  adopting 
consumer  suggestions,  where  feasible 

—  Continue  to  consolidate  Medicare  and  Medicaid  rules  where 
legally  permissible  in  the  interest  of  uniform  interpreta- 
tion and  application. 

—  Improve  the  quality  of  clinical  laboratories  through  implemen- 
tation of  a  National  Voluntary  Improvement  Program  (VTP) ;  and 

—  Improve  the  quality  of  care  in  ICF/MR  and  promulgate  policies 
for  care  of  the  mentally  retarded 
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The  number  of  providers  in  FY  1982  is  expected  to  increase  by  275  over  FY  1981, 
as  the  table  below  illustrates  by  type  of  provider: 


STATE  CERTIFICATION 


Number 

of  Providers 

FY  82 

FY  80 

FY  81 

FY  82 

Increase 

6,800 

6,800 

6,800 

— 

(1.490) 
7,701 

(1,490) 
7,700 

(1,490) 
7,700 

— 

10,781 

10,800 

10,800 

— 

692 

700 

700 

— 

Home  Health  Agencies  .. 

2,868 

2,900 

2,900 

Independent  Labora- 

3,448 

3,450 

3,450 

End-Stage  Renal 
Disease  Facilities  ... 

980 

1,000 

1,000 

Portable  X-Ray  Faci- 

210 

225 

250 

+25 

Outpatient  Physical/ 
Speech  Therapy  Faci- 

386 

400 

425 

+25 

365 

375 

400 

+25 

Independent  Practicing 
Physical  Therapist  ... 

650 

850 

1,C50 

+200 

34,881 

35,200 

35,475 

+275 
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5.    Administrative  Costs 

(Reorganization  Act  of  1954) 
Authorization:  Indefinite 


Pos. 


Total  Obliga- 
tions   


1981 
Revised 
Estimate 


Budget 
Authority 


1982 
Revised 
Request 


Increase  or 
Decrease 


Pos. 


Budget 
Authority 


Pos. 


4,999       $18,465,000      4,871       $178,136,000  -128 


Budget 
Authority 


-4,329,000 


Less  Trust 
Funds  .. 


Total  Budget 
Authority  . 


112,965,000   


4,999         69,500,000  4,871 


109,274,000 


68,862,000  -128 


(-) 3,691,000 


-638,000 


Purpose  and  Method  of  Operations  -  This  activity  provides  for  staff  and  operating  services 
necessary  for  effective  administration  of  agency  programs.    The  following  major  functions 
are  carried  out  in  support  of  HCFA  programs:    development  and  promulgation  of  clear 
policy  on  eligibility  for  programs  administered  by  HCFA,  reimbursement  of  health  care 
services,  and  standards  for  providers;  formulation  of  comprehensive  agreements  with 
contractors  and  grantees  which  stipulate  conditions  under  which  HCFA  programs  are  carried 
out,  performance  standards  to  be  met,  and  programmatic  results  expected  to  be  achieved; 
and,  monitoring  of  performance  by  contractors,  grantees  and  health  care  providers  to 
ensure  compliance  with  regulations  and  consistency  with  standards. 

Justification  for  FY  1982  Revised  Request  -  For  1982,  the  budget  consists  of  a  Federal 
workforce  of  4,871  authorized  FTP  positions  and  $178,136,000.    This  represents  a 
restrained  and  prudent  request  which  meets  the  Administrations  objective  of  main- 
taining Federal  programs  at  the  minimum  level  necessary  for  the  effective  and  efficient 
operation  of  Government. 

The  1982  request  reflects  an  increase  of  $1,949,000  attributable  to  mandatory  costs  for 
within-grade  increases  and  inflationary  rate  increases  in  Standard  Level  User  Charges 
(SLUC) . 


These  increases  are  offset  by  a  total  decrease  of  over  $6,000,000  stemming  from  a 
scaling  down  of  HCFA  staff  associated  with  program  curtailment  and  administrative 
improvements. 

HCFA  workload  will  experience  a  reduction  associated  with  significant  curtailment  of 
the  Professional  Standards  Review  Organizations  (PSRO)  program.    The  continuing 
elimination  of  PSROs  in  1982  will  result  in  a  decrease  in  staffing  requirements  to: 
provide  technical  assistance  and  conduct  on-site  audits  and  evaluations;  review  and 
analyze  budgets  and  quarterly  reports;  process  grants  and  provide  other  program 
management  assistance.    In  addition,  reduced  program  responsibility  in  the  State 
Certification  activity  and  other  HCFA  programs  will  result  in  further  staffing 
decreases. 


Brief  descriptions  of  major  activities  carried  out  by  HCFA  organizational  components 
follow  : 
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Bureau  of  Program  Operations 


The  Bureau  of  Program  Operations  provides  direction  and  technical  guidance 
for  the  nationwide  administration  of  the  Medicare  and  Medicaid  programs. 
For  FY  1982,  the  Bureau  has  established  the  following  major  objectives 
vrfiich  are  designed  to  improve  program  administration. 

1.  Maintain  a  national  system  of  Medicare  contracts  and 
Medicaid  State  plans  in  a  fashion  designed  to  achieve 
maximum  efficiency  consistent  with  established  policy. 

Contract  administration  will  be  improved  by  evaluation 
of  the  present  Medicare  contract  experiments  and  initia- 
tion of  new  experiments  and  other  contract  initiatives. 
Regulations  will  be  revised  and  guidelines  issued  to 
improve  State  Medicaid  procurements. 

2.  Oversee  the  installation  and  maintenance  of  improved  fiscal 
systems  and  practices  by  contractors  and  State  agencies 

Improved  fiscal  systems  will  result  from  the  development 
of  a  Medicaid  overpayment  recovery  reporting  system, 
revised  Medicaid  financial  procedures,  and  implementa- 
tion of  an  electronic  funds  transfer  system. 

3.  Assure  that  State  claims  processing  systems  meet  the 
highest  practical  standards  of  efficiency,  technological 
enhancement,  and  effective  application  to  the  needs  of 
policy  and  program  management. 

The  Medicaid  Management  Information  System  (MMIS)  will 
be  expanded  and  the  number  of  States  with  certified 
MMIS  systems  increased  so  that  a  larger  percentage  of 
Medicaid  dollars  are  covered  by  these  systems. 

4.  Improve  beneficiary  and  provider  awareness  by  developing 
a  simpler  set  of  administrative  requirements  for  pro- 
viders and  beneficiaries  of  health  care  services. 

Simpler  administrative  requirements  will  result  from 
completing  implementation  of  such  Medicare/Medicaid 
integration  projects  as  common  claims  forms,  common 
diagnostic  and  procedural  coding,  and  common  fiscal 
agent  for  crossover  claims. 

5.  Develop  and  maintain  standards  for  judging  the  efficiency 
and  effectiveness  of  contractors  and  State  agencies  and 
ensuring  the  periodic  application  of  those  standards 
against  actual  practice. 

Several  standard  application  programs  and  practices  will 
be  enhanced  to  more  effectively  apply  standards  on  a 
national  basis:    The  Contractor  Performance  Evaluation 
Program  (CPEP)  for  Part  A  Medicare  intermediaries  and  one 
for  Part  B  Medicare  carriers;  development  of  specified 
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Medicare  standards  for  upcoming  experimental  contracts;  Systems 
Performance  Review  (SPR)  for  MMIS  States  (implementation  of  a 
part  of  the  Schweiker  Amendment)  and  State  Assessment  Guide 
for  all  Medicaid  State  Agencies,  and  the  resultant  Annual  State 
Evaluation  Reports  (ASER)  and  the  Annual  Contractor  Evaluation 
Reports  (ACER). 

6.  Assure  the  application  of  meaningful  technical  assistance  to 
key  management  problems  experienced  by  State  Medicaid  agencies. 

Technical  assistance  will  focus  on  a  comprehensive  corrective 
action  strategy  which  makes  use  of  State  cost-benefit  analyses 
to  determine  where  concentration  of  BPO  resources  would  most 
effectively  reduce  State  and  Federal  Medicaid  expenditures. 

7.  Implement  Section  507  of  P.  L.  96-265,  the  "Social  Security 
Disability  Amendments  of  1980"  (Medigap) . 

Technical  and  administrative  support  will  be  provided  to  the 
Presidentially  appointed  Supplemental  Health  Insurance  Panel. 
The  Panel  will  review  the  State  regulatory  programs  for  Medicare 
Supplemental  Health  Insurance  (Medigap)  policies  and  determine 
whether  State  programs  meet  or  exceed  Federal  standards. 

Procedures  will  be  finalized  for:     (1)  implementation  of  the 
penalty  provisions  relating  to  fraud  and  misrepresentation;  and 
(2)  certification  of  Medigap  policies  voluntarily  submitted 
by  private  insurance  companies  in  those  States  whose  regulatory 
programs  have  not  been  determined  by  the  Panel  to  meet  Federal 
standards. 


Bureau  of  Program  Policy 

The  Bureau  of  Program  Policy  is  responsible  for  the  review  of  existing 
policy,  and  development  of  new  policy  and  regulations  concerning  bene- 
ficiary eligibility,  coverage  of  benefits,  utilization  effectiveness 
of  providers  of  services,  reimbursement,  and  limits  to  the  cost  of 
health  care  for  the  Medicare  and  Medicaid  programs. 

Initiatives  scheduled  for  completion  in  FY  1981  include  :    the  imple- 
mentation of  the  Reconciliation  Act  of  1980;  the  publication  of  final 
regulations  for  Medigap  to  implement  the  voluntary  certification  pro- 
gram; the  provision  of  clearer  guidance,  promotion  of  more  efficiency 
and  closer  monitoring  of  the  delivery  of  home  health  care  under  Medi- 
care; establishment  of  processes  to  verify  that  intermediaries  are 
applying  the  Section  223  cost  limits  on  a  timely  basis  during  the  pro- 
vider cost  limit  process;  implementation  of  the  incentive  reimburse- 
ment system  for  outpatient  dialysis  and  for  rural  health  clinics;  and 
implementation  of  the  Social  Security  Amendments  of  1980. 
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Bureau  plans  for  FY  1982  include:    the  refinement  of  the  "cost  limits" 
programs  for  hospitals,  home  health  agencies,  and  skilled  nursing 
facilities  (SNFs)  to  institute  prospective  reimbursement  methodo- 
logies, if  authorized,  and  to  continue  other  programs  which  will 
foster  cost  effectiveness  in  institutional  care;  promulgation  of 
regulations  providing  clearer  guidance  for  Medicare  coverage  deter- 
minations; management  and  monitoring  of  more  accurate  and  consistent 
cost  reporting  systems;  development  of  training  programs  for  providers 
and  intermediaries;  and,  design  and  implementmentation  of  desk  review 
and  audit  programs  for  intermediaries. 


Bureau  of  Quality  Control 

The  Bureau  of  Quality  Control  (BQC)  develops  and  deploys  a  systematic 
review  approach  to  assess  the  integrity,  effectiveness  and  efficiency  of 
HCFA  programs,  and  assures  that  payments  are  made  only  on  behalf  of 
eligible  beneficiaries  in  amounts  according  to  established  reimbursement 
principles  for  services  actually  rendered  and  medically  required. 

During  FY  1982,  BQC  will  be  continuing  to  make  improvements  in  current 
quality  control  systems  and  design  new  systems  to  improve  detection  of 
errors  and  identification  of  misspent  dollars.    The  Cost  Report  Evalua- 
tion  Program  (CREP)  will  be  expanded  to  include  long  term  care  for 
Medicare  and  Medicaid.    New  initiatives  are  being  undertaken  that  will 
increase  the  Bureaus  administrative  sanction  case  workload.  Examples 
include:    review  of  all  fraud  and  abuse  cases  for  sanction  action  in 
cases  of  misrepresentation  where  convictions  have  not  been  obtained;  in 
cases  under  investigation  by  the  Office  of  Inspector  General  (OIG)  where 
sanctions  can  be  taken  without  compromising  the  prosecution;  and  in 
cases  of  medical  abuse.    Unproved  analysis  of  available  financial  data 
and  implementation  of  computerized  audit  techniques  will  generate  high 
probability  leads  to  be  used  to  target  the  Bureauxs  review  activities. 
This  should  lead  to  increased  efficiencies  and  program  benefits  while 
minimizing  the  resources  needed  to  perform  investigations  and  audits. 


Bureau  of  Support  Services 

The  Bureau  of  Support  Services  (BSS)  provides  direction  for  the  nation- 
wide operation  of  centralized  ADP  and  telecommunications  services  for 
HCFA,  including  systems  analysis,  programming,  computer  operations,  and 
data  transmission.    Included  therein  is  the  establishment  and  maintenance 
of  computerized  records  to  support  HCFA  programs,  as  well  as  records 
which  determine  entitlement  to  and  utilization  of  Medicare  benefits. 
The  Bureau  is  also  responsible  for  designing,  programming,  and  imple- 
menting systems  for  processing  the  various  administrative  and  program 
management  data  that  facilitate  the  administration  of  HCFA  programs. 
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In  addition  to  its  ADP  responsibilities,  the  Bureau  conducts  the  overall 
administration  of  the  Office  of  Direct  Reimbursement  (ODR).    ODR  provides 
fiscal  intermediary  services  for  over  900  health  care  providers  electing 
to  deal  directly  with  the  Secretary  rather  than  through  third  party  inter- 
mediaries or  carriers. 

Health  Standards  and  Quality  Bureau 

The  Health  Standards  and  Quality  Bureau  provides  national  leadership  and 
direction  to  assure  the  quality  of  health  care  services  under  Medicare, 
Medicaid,  and  other  Federal  programs.    The  Bureau  is  responsible  for 
(1)  the  Standards  and  Certification  program  which  provides  for  on-site 
surveys  of  non-accredited  hospitals,  long  term  care  facilities  and  all 
other  types  of  providers  and  suppliers  of  health  services  participating 
under  Medicare  and  Medicaid,  and  (2)  the  Professional  Standards  Review 
Organizations  (PSRO)  program  designed  to  assure  the  quality,  medical 
necessity  and  the  appropriateness  of  health  services  to  the  beneficiaries 
of  the  Medicare,  Medicaid,  and  Maternal  and  Child  Health  programs. 

For  FY  1962,  the  Office  of  Standards  and  Certification  has  established 
the  following  major  objectives  which  are  designed  to  improve  program 
administration.    These  include: 

1.  Revise  Subpart  S,  Chapter  4,  Title  42  of  the  Code  of  Federal 
Regulations,  which  dictates  the  certification  process  and 
conditions  of  participation  for  Medicare/Medicaid  providers. 
Among  the  major  revisions  to  be  covered  are  the  provision 
for  less-than-annual  surveys  (for  other  than  Skilled  Nursing 
Facilities)  and  a  reduction  in  paperwork  requirements.  These 
changes  are  expected  to  alleviate  unnecessary  administrative 
burden  for  facilities  with  satisfactory  performance  records 
while  concentrating  on  those  institutions  with  a  less  than 
satisfactory  history  of  performance.    Target  date  for  sub- 
mission of  notice  of  proposed  rulemaking  to  appear  in  the 
Federal  Register  is  March  1981. 

2.  Pursue  consistent  Medicare/Medicaid  provider  certification 
standards  by  updating  State  and  Regional  office  manuals  and 
reviewing/revising  regulations  and  guidelines; 

3.  Strengthen  fiscal  and  program  performance  monitoring  of 
Regional  Offices  and  State  survey  agencies  by  enforcing 
revised  conditions  of  participation  in  Home  Health  Agencies; 
revise  procedures  for  State  agency  assessments  and  enforcement 
of  revised  standards  for  Intermediate  Care  Facility/Mental 
Retardation  (ICF/MRs) ; 

4.  Devise  cost  efficient  approaches  to  the  administration  of 
the  survey  proram  by  expanding  the  use  of  Medicare/Medicaid 
Automatic  Certification  System  (M4ACS)  data;  integrate,  where 
possible,  Independent  Physician  Review/Mental  Retardation 
(IPR/MR),  PSRO  and  State  survey  reviews;  identify  and  regulate 
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new  categories  of  providers  i.e.,  surgi-centers  and  ambula- 
tory centers;  increase  emphasis  on  complaint  investigations 
and  resolutions  and  pursue  a  consolidated  Medicare/Medicaid 
survey  process;  and 

5.    Revise  regulations  for  Laboratory  licensure/certif ication 
and  conduct  a  National  laboratory  voluntary  improvement 
program  (VIP). 


During  FY  1982,  the  PSRO  Federal  staff  will  continue  to  improve 
administrative  effectiveness  by:  (1)  developing  and  delineating 
reimbursement  policy  and  procedures;  (2)  assuring  effective  PSRO 
financial  management  through  timely  resolution  of  audits;  (3)  eval- 
uating effectiveness  of  Regional  Office  responsibilities  for  fiscal 
intermediary  and  State  agency  monitoring  of  PSROs;  (4)  improving 
PSRO,  State  Medicaid  Agencies  and  Medicare  intermediary  relationships; 
and  (5)  continuing  the  Administrations  plan  for  health  financing 
reforms  which  encourage  competition  in  the  health  care  sector. 
Specifically,  Federal  staff  will  continue  to  assess  performance  of 
individual  projects  to  identify  the  best  performers,  since  only  those 
with  the  potential  for  conversion  to  private  sector  contractual  support 
will  be  retained. 


Office  of  Research,  Demonstrations,  and  Statistics 

The  Office  of  Research,  Demonstrations,  and  Statistics  (ORDS)  provides 
basic  support  to  facilitate  the  attainment  of  HCFAxs  primary  goal  of 
financing  quality  health  care  programs  in  an  effective  and  economical 
manner.    ORDS%s  contribution  to  this  goal  includes:    establishing  an 
empirical  data  base  for  the  use  of  policy  makers;  developing  and  con- 
ducting research  studies,  demonstration  projects,  and  experiments  to 
assess  the  impact  of  current  coverage  and  reimbursement  methodologies 
on  Federal  health  programs  and  to  develop  alternatives;  developing 
and  maintaining  statistical  data  bases  to  measure  program  utilization 
and  benefits;  and  analyzing  and  making  projections  of  financial  trends 
and  actuarial  indicators  for  Federal  health  programs. 

Work  accomplishments  planned  during  fiscal  years  1981  and  1982  grow  out 
of  a  continuing  effort  to  improve  Federal  health  care  financing  pro- 
grams through  effective  research,  experiments  and  demonstrations; 
evaluation  of  the  effectiveness  of  those  programs;  development  of 
alternative  methods  of  reimbursement;  and  providing  data  bases  for  the 
use  of  policy  makers.    Major  accomplishments  scheduled  for  FY  81  are' 
directing,  developing,  and  conducting  research  relating  to  the  health 
care  industry,  program  beneficiaries  and  health  care  providers; 
developing  and  carrying  out  HCFA^s  program  evaluation  plan;  and  pro- 
viding technical  support  to  HCFA  and  HHS  components  in  research 
design,  sampling  design,  mathematical  and  statistical  analysis. 
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Office  of  Legislation  and  Policy 

The  Office  of  Legislation  and  Policy  has  responsibility  for  development 
and  coordination  of  legislative  initiatives  affecting  health  care  finan- 
cing programs,  including  Medicare,  Medicaid,  and  the  Professional  Stan- 
dards Review  Organization  Program.    Policy  analysis  responsibilities 
encompass  the  review  of  complex  technical  and  operating  policies 
developed  by  the  various  components  of  HCFA,  and  the  development  and 
coordination  of  new  policy  initiatives.    Congressional  relations 
activity  strives  to  be  responsive  to  a  growing  volume  of  requests  from 
Congress  for  information  on  HCFA  policies  and  programs. 

Office  of  Management  and  Budget 

Internal  financial,  personnel  and  business  management  activities  are 
carried  out  by  the  following  organizations  within  the  Office  of  Management 
and  Budget: 


The  Office  of  Financial  Management  Services  provides  control  and  moni- 
toring of  agency  spending;  development  of  policies  and  procedures  for 
financial  management;  evaluation  of  program  and  legislative  proposals 
for  budgetary,  financial,  and  related  implications;  development  of 
new  and/or  improved  management  techniques  and  methods  of  measuring 
operations  efficiency  to  ensure  that  agency  resources  are  being 
efficiently  utilized. 

The  Office  of  Human  Resources  and  Administrative  Services  provides 
direction,  leadership  and  coordination  of  the  personnel  management  pro- 
gram; coordination  and  processing  of  all  grants  and  contracts  for  HCFA; 
and  general  administrative  operations  such  as  small  procurement  pur- 
chases, mail  distribution,  space  allocation,  general  supply  activity, 
and  printing/reproduction  of  materials. 

The  Office  of  Management  Services  provides  policy  direction  and  coordina- 
tion with  respect  to  HCFA*s  management  program  to  assure  that  agency 
resources  are  being  directed  toward  agency  goals. 

Staff  Offices 

Various  staff  functions  are  required  to  support  the  day-to-day  operations 
of  the  Agency.    Listed  below  are  brief  descriptions  of  activities  performed. 

Provider  Reimbursement  Review  Board  -  The  Provider  Reimbursement  Review 
Board  was  created  by  Congressional  action  in  1972  to  provide  an  independent 
and  impartial  administrative  appeals  hearing  mechanism  for  providers  of 
services  participating  in  the  Medicare  program  who  were  dissatisfied  with 
the  cost  reimbursement  determinations  made  by  Medicare  intermediaries. 


Public  Affairs  -  The  Office  of  Public  Affairs  provides  the  HCFA  focal 
point  for  communication  and  consultation  between  components  of  HCFA  and 
the  health  care  industry,  public  interest  groups,  and  recipients  and 
beneficiaries  of  Medicare  and  Medicaid. 
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Professional  and  Scientific  Affairs  -  This  office  makes  recommendations 
in  the  development  of  policies,  regulations,  procedures,  and  legislative 
proposals  which  affect  the  health  care  field. 


Executive  Operations  -  This  office  assists  in  the  resolution  of  agency 
program  and  administrative  policy  matters;  the  operation  of  an  agency- 
wide  correspondence  tracking  and  control  system;  coordinating  and  moni- 
toring HCFA  regional  operations;  planning,  developing  and  coordinating 
the  preparation  of  manual  and  other  instructional  material;  managing 
the  HCFA  systems  for  developing  regulations,  setting  regulation  priori- 
ties, and  corresponding  work  agendas. 


Equal  Opportunity  Staff  -  This  office  prepares  and  monitors  the  agency 
Equal  Opportunity  Program,  including  Civil  Rights,  Affirmative  Action 
Planning  and  Evaluation,  Special  Emphasis  Program  Management,  and  Com- 
plaints Management. 


Attorney  Advisor  -  This  office  provides  staff  work  for  the  Administra- 
tor's final  review  of  the  decisions  of  the  Provider  Reimbursement 
Review  Board. 


Intergovernmental  Affairs  -  This  office  provides  leadership  for  HCFA  in 
assessing  the  impact  on  States  and  localities  of  HCFA  actions  involving 
penalties,  disallowances,  compliance  actions  or  new  performance  stan- 
dards. 


Office  of  Beneficiary  Services  -  This  organization  seeks  to  promote 
beneficiary  understanding  of  HCFA  programs.    In  1981  and  1982,  major 
objectives  are  to  provide  public  service  announcements  as  required 
and  carry  out  the  training  of  Beneficiary  Aides. 


Office  of  Special  Programs  -  The  Office  of  Special  Programs  consists 
of  the  Office  of  Child  Health  and  the  Office  of  End-Stage  Renal 
Disease.  The  Office  of  Child  Health  administers  the  Early  and  Periodic 
Screening,  Diagnosis,  and  Treastment  (EPSDT)  Program,  which  is  the 
Medicaid  child  health  program,  under  Title  XIX  of  the  Social  Security 
Act.    The  Office  of  End-Stage  Renal  Disease  administers  the  End-Stage 
Renal  Disease  (ESRD)  Program,  which  is  the  Medicare  Kidney  dialysis 
and  transplant  program  under  Title  XVIII. 
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Regions 

The  Health  Care  Financing  Administration  currently  has  ten  operating 
Regional  Offices  which,  in  their  own  geographic  areas,  administer  the 
Medicare,  Medicaid,  PSRO  and  State  Certification  programs. 

The  Regional  Office  provides  an  on-going  liaison  with  State  and  local 
agencies  regarding  health  care  programs.    The  Regional  Office  is  an 
extension  of  central  office  components,  thereby  ensuring  consistent 
nationwide  policy  direction. 
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Program  Management 

Estimates  for  Consultant  Services 
(dollars  in  thousands) 


Obligations 


Program  Activity 

FY  1981 

FY  1982 

1. 

Professional  Standards  Review  Organizations  ... 

$1,186 

1,186 

2. 

3,325 

3,325 

3. 

1,001 

1,001 

4. 

1,586 

1,586 

Description  of  the  Need  for  Consultant  Services 

Professional  Standards  Review  Organization   -    These  contracts  provide 
technical  assistance  for  the  development  of  criteria  and  models  which 
will  prescribe  the  methodology  for  review  of  home  health  services, 
clinical  laboratory  services,  ambulatory  and  ancillary  services  reviews. 
Special  studies  also  provide  insights  to  Federal  program  staffs  into 
such  review-related  areas  as  surgical  rate  variations,  level  of  care 
determinations,  and  factors  influencing  hospital  utilization. 

Research,  Demonstration  and  Evaluation   -    Evaluations  in  this  program  are 
designed  to  determine  the  effect  of  HCFA  programs  on  their  target  popu- 
lations and  to  analyze  program  management  to  determine  its  effect  on  the 
attainment  of  HCFAss  programmatic  goals. 

State  Certification  -  Reviews  will  be  made  of  newly  implemented,  exist- 
ing or  proposed  regulations  affecting  Medicare  facilities,  Medigap  insur- 
ance and  Medicaid  patients  or  treatments. 

Administrative  Costs   -   Studies  will  be  conducted  to  survey  existing 
and  potential  fraud  and  abuse  cases  to  identify  those  characteristics 
in  patterns  of  services  which  are  indicative  of  fraud  and  abuse.  There 
will  be  a  continuation  of  an  effort  to  determine  a  reimbursement  limit 
for  certain  multiple  source  drugs.    A  review  and  analysis  of  patterns 
of  health  care  services  will  be  undertaken. 
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Tuesday,  April  28,  1981. 
SOCIAL  SECURITY  ADMINISTRATION 

WITNESSES 

HERBERT  R.  DOGGETTE,  JR.,  ACTING  COMMISSIONER  OF  SOCIAL  SECU- 
RITY 

ROBERT  T.  MYERS,  DEPUTY  COMMISSIONER  FOR  PROGRAMS 
ANTHONY    L.    ITTEILAG,    ACTING    DEPUTY    ASSISTANT  SECRETARY, 
BUDGET 

FRED  SCHUTZMAN,  ACTING  DEPUTY  COMMISSIONER  FOR  OPERATIONS 
LOUIS  B.  HAYS,  ACTING  DIRECTOR,  OFFICE  OF  CHILD  SUPPORT  EN- 
FORCEMENT 

LINDA  S.  McMAHON,  ASSOCIATE  COMMISSIONER  FOR  FAMILY  ASSIST- 
ANCE 

SHERWIN  T.  MONTELL,  DIRECTOR,  OFFICE  OF  FINANCIAL  RESOURCES 

Mr.  Natcher.  The  committee  will  come  to  order. 

At  this  time,  we  take  up  the  Social  Security  Administration's 
request  for  fiscal  year  1982  and  we  have  before  the  committee  Mr. 
Herbert  Doggette,  the  Acting  Commissioner.  You  have  with  you 
who  today,  Mr.  Acting  Commissioner?  Who  do  you  have  with  you? 

Mr.  Doggette.  Thank  you  very  much. 

From  my  extreme  left  we  have  Mr.  Anthony  Itteilag,  Acting 
Deputy  Assistant  Secretary,  Budget.  Next  to  him  is  Mr.  Fred 
Schutzman,  Acting  Deputy  Commissioner  for  Operations  at  SSA; 
Mr.  Sherwin  Montell,  the  Director  of  our  Office  of  Financial  Re- 
sources. 

On  my  right  is  Mr.  Robert  Myers,  who  is  the  Deputy  Commis- 
sioner for  Programs  at  SSA.  Next  to  him  is  Mr.  Louis  B.  Hays, 
Acting  Director,  Office  of  Child  Support  Enforcement.  On  the  end 
is  Linda  McMahon  Associate  Commissioner  for  Family  Assistance. 

Mr.  Natcher.  Mr.  Doggette,  thank  you  very  much. 

Now,  we  have  had  an  opportunity  to  examine  your  statement. 
You  have  quite  a  lengthy  statement.  It  is  an  excellent  statement, 
Mr.  Doggette.  We  will  insert  your  statement  in  the  record  in  its 
entirety.  If  you  want  to  highlight  it,  we  would  be  pleased  to  hear 
from  you. 

Mr.  Doggette.  Thank  you  very  much,  Mr.  Chairman. 

I  would  like  to  make  a  few  short  remarks  about  the  introductory 
statement.  With  your  permission,  I  would  like  to  have  also  entered 
into  the  record  a  series  of  charts  on  the  Social  Security  programs. 

Mr.  Natcher.  It  will  be  placed  in  the  record. 

[The  statement  and  charts  follow:] 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Statement  by  the  Acting  Commissioner  of  Social  Security 

on 

1982  Appropriation  Requests 

Mr.  Chairman  and  members  of  the  Committee,   I  am  pleased  to  be  with 
you  today  to  present  and  urge  adoption  of  the  FY  1982  Budget, 
recommended  by  President  Reagan  for  the  Social  Security  Admin- 
stration  and  Office  of  Child  Support  Enforcement.     There  are  two 
themes  in  the  President's  Program  for  Economic  Recovery  that  have 
a  significant  bearing  on  the  budget  request  for  programs  administered 
by  the  Social  Security  Administration.     The  first  is  the  theme  of 
maintaining  the  social-safety -net  and  the  second  is  the  theme  of 
slowing  the  growth  in  Federal  spending  by  targeting  resources  on  our 
most  pressing  domestic  priorities,   tightening  up  on  administration, 
while  restoring  State  and  local  government  to  full  partnership  in 
the  Federal  system. 

Budget  Increases  for  Social-Safety-Net  Programs 

With  respect  to  the  first  theme,  the  President  has  stated  that  his 
Administration  "will  continue  to  fulfill  the  obligations  that  spring 
from  our  national  conscience."     The  1982  budget  request  reflects 
this  commitment.     This  request  for  the  Social  Security  Administration 
and  Office  of  Child  Support  Enforcement  totals  $166.5  billion  in 
budget  authority  and  $172.1  billion  in  outlays,  including 
$3.6  billion  in  proposed  legislative  savings.     These  amounts 
represent  net  increases  of  $16.2  billion  in  budget  authority  and 
$16.3  billion  in  outlays  over  the  revised  1981  level. 

The  principal   increases  are  for  the  full  cost-of-living  adjustments 
for  social  security  and  SSI  beneficiaries.     These  adjustments  of 
11.2  percent  for  June  1981  and  9.3  percent  for  June  1982  account 
for  $15.4  billion  of  the  total  increase. 

The  inflation  factor  also  is  expected  to  cause  black  lung  benefits 
to  rise  by  $50  million  and  AFDC  benefits  to  rise  by  $373  million, 
in  1982  as  compared  to  1981.     Continued  growth  in  program  costs  is 
also  due  to  our  expanding  beneficiary  population  which  increases  by 
.5  million  overall. 

I  would  also  highlight  one  major  piece  of  unfinished  business  which 
is  receiving  the  highest  priority  attention  from  this  Administration. 
As  you  are  aware,  outlays  from  the  Old  Age  and  Survivors'  Insurance 
(OASI)   trust  fund  are  estimated  to  exceed  income  under  current  law 
in  1982.     The  Administration  believes  a  comprehensive  reform  of 
social   security  financing  is  necessary  to  insure  adequate  payments. 
An  interdepartmental  task  force  is  currently  working  to  develop 
such  a  reform  package  for  presentation  to  Congress  in  the  near 
future . 
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Initiative  to  Slow  the  Growth  in  Federal  Spending 

With  respect  to  the  second  theme,   slowing  the  growth  in  Federal 
spending,  the  budget  includes  the  following  major  legislative  and 
current  law  initiatives  that  bear  on  the  programs  administered  by 
the  Social  Security  Administration  and  Office  of  Child  Support 
Enforcement.     In  the  legislative  category,  there  are  the  following: 

o     Adopt  legislation  to  eliminate  peripheral,  special 
and  outmoded  Social  Selcurity  provisions  without 
impairing  core  Social  Security  protection  (benefit 
savings  of  $2.3  billion  in  1982).     There  are  5 
proposals,   including  repeal  of  the  minimum  benefit 
and  elimination  of  benefits  to  adult  students. 
Adoption  of  these  proposals  not  only  will  reduce  the 
Federal  budget  deficit,  but  also  contribute  to  trust 
fund  solvency. 

o    Adopt  legislation  proposed  for  the  AFDC  program  to 
target  welfare  assistance  more  effectively  on  those 
in  need  and  to  reduce  incentives  to  remain  on  the 
welfare  rolls  (benefit  savings  of  $1.0  billion  in 
1982). 

o     Consolidate  the  energy  and  emergency  assistance 
programs  into  a  block  grant  that  gives  States  the 
opportunity  to  direct  funds  to  the  areas  of  greatest 
need  in  their  States  without  Federal  interference 
(savings  of  $.5  billion  in  1982).     A  1982  budget 
request  of  $1.4  billion  for  the  new  block  grant 
program  is  before  your  Committee. 

o     Eliminate  Social  Security  Administration  financing  of 
vocational  rehabilitation  for  social  security  (trust 
fund)  and  SSI  beneficiaries  and  place  responsibility 
for  all  rehabilitation  services  under  a  Social 
Services  block  grant  (savings  of  $107  million  in 
1982). 

o     In  the  SSI  program  convert  the  current  prospective 
system  of  recording  change  in  earnings,  living 
arrangement  and  related  eligibility  factors  to  a 
retrospective  accounting  system  (benefit  savings  of 
$60  million  in  1982) . 

o     For  the  Child  Support  Enforcement  program  adopt  a 
number  of  legislative  proposals  designed  to  increase 
collections  and  make  the  sharing  of  net  program  costs 
(collections  minus  administrative  costs)  between  the 
Federal  Government  and  the  States,  more  equitable 
(decrease  in  net  cost  of  the  Federal  Government, 
$.2  billion  for  1982). 
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Under  current  law  the  budget  includes  the  following  initiatives 
designed  to  reduce  Federal  spending: 

o     Tighten  up  the  administration  of  the  disability 
programs  by  fully  implementing  the  Social  Security 
Disability  Amendments  of  1980,  by  targeting 
administrative  efforts  in  the  area  of  most  pay-off, 
and  by  accelerating  the  schedule  in  the  law  for 
reviewing  the  continuing  disability  of  those  on  the 
rolls  (additional  net  savings  of  $200  million  beyond 
those  proposed  by  the  previous  Administration). 

o     In  the  SSI  program,  discontinue  through  appropriation 
language,  Federal  hold-harmless  payments  to  the  three 
remaining  States  which  still  receive  these  special 
payments  (savings  of  $45  million  in  FY  1982). 

Summary  of  Budget  Requests  Before  the  Committee 

I  would  like  to  summarize  for  you  now  the  requests  before  your 
Committee  that  require  appropriations  actions.     These  requests 
(current  law)  total  $22.5  billion  in  budget  authority  for  1982,  an 
increase  of  $.4  billion  over  1981. 

o     $848.7  million  for  Payments  to  the  Social  Security 
Trust  Funds.     The  trust  funds  are  reimbursed  for  the 
cost  of  certain  benefits  and  administrative  expenses 
chargeable  to  Federal  funds  such  as  military  service 
credits  and  special  payments  to  certain  uninsured 
persons . 

o     $1.1  billion  for  Special  Benefits  to  Disabled  Coal 
Miners.     These  funds  cover  benefit  payments  and 
administrative  expenses  for  that  portion  of  the  Black 
Lung  program  still  handled  by  SSA. 

o     $7.7  billion  for  the  Supplemental  Security  Income 
program.     This  request  includes  SSI  benefits  and 
reimbursement  to  the  social  security  trust  funds 
for  the  administrative  costs  of  the  SSI  program. 

o     $8.1  billion  for  the  Assistance  Payments  Program. 
This  appropriation  includes  the  Federal  share  of  the 
program  costs  of  the  AFDC  program,  and  funds  for 
Federal  and  State  administration  of  the  AFDC  and 
Child  Support  Enforcement  programs. 

o     $1.4  billion  for  a  new  appropriation,  the  Energy  and 
Emergency  Assistance  Grant  Program.     This  block  grant 
program  will  enable  States  to  assist  individuals  and 
families  to  overcome  problems  caused  by  the  high  cost 
of  home  energy  and,  also,  to  meet  emergency  income 
maintenance  and  related  needs.     It  replaces  the 
previous  emergency  assistance  and  low  income  energy 
assistance  programs. 
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o     $3.3  billion  for  the  Limitation  on  Administrative 
Expenses.     This  request  provides  the  funds  needed  to 
administer  the  old-age,   survivors  and  disability 
insurance  trust  fund  programs.     It  also  includes  funds 
to  cover  certain  administrative  costs  of  the  Medicare 
program  and  administrative  funds  for  the  supplemental 
security  income  program,  and  several  smaller  programs. 
The  trust  funds  are  reimbursed  for  the  administrative 
costs  of  non-trust  fund  program  in  other  accounts. 

o     $8  million  for  a  new  appropriation,  the  Limitation  on 
the  Survey  of  Income  and  Program  Participation.  The 
objective  of  this  survey  which  will  be  financed, 
based  on  cost  sharing  principles,   from  both  the  trust 
and  general  funds,   is  to  collect  and  analyze  data 
household  income,  net  worth,  work  history,  eligibility 
and  participation  in  the  Department's  income  security 
programs . 

Items  of  Special  Interest  to  the  Committee 

Next,  I  would  like  to  touch  briefly  on  a  few  items  that  I  know  are  of 
special  interest  to  your  Committee.     These  items  cover  a  broad  range 
of  subjects: 

Field  Space  Problems;     For  a  number  of  years  your  Committee  has  been 
very  supportive  of  SSA's  efforts  to  deal  with  field  space  problems 
and  deteriorating  GSA  service.     Last  year  in  your  report,  you 
directed  the  Administrator  of  GSA  to  delegate  to  the  Department  of 
Health  and  Human  Services  full  authority  for  the  acquisition  and 
maintenance  of  leased  space  for  SSA  field  offices  occupying 
5,000  square  feet  or  less.     To  date,  GSA  has  not  acted  to  implement 
your  instructions  and,   regrettably  the  backlog  of  SSA  requests  for 
space  has  increase  by  about  13  percent  in  the  past  year.     We  are 
continuing  to  pursue  vigorously  our  space  problems  with  GSA  and  are 
hopeful  that  we  will  be  successful  in  obtaining  the  cooperation  of 
GSA's  new  leadership  in  solving  these  problems. 

Systems :     Upon  assuming  office,  the  Administration  found  that  SSA  was 
encountering  some  severe  problems  in  ADP  systems  maintenance  and 
development.     There  are  multiple  causes  for  these  problems,  including 
the  loss  of  programmers,   inadequate  hardware,  and  the  complexity 
of  procurement  regulations  that  were  designed  to  insure  fully 
competitive  procurement.     We  are  asking  your  Committee  to  approve 
substantial  increases  in  the  1982  budget  for  additional  systems 
staff  and  for  ADP  equipment,  contracts  and  supplies:     an  increase  in 
full-time  permanent  staffing  from  a  level  of  about  2,150  on-duty  at 
the  end  of  1981  to  a  level  of  2,600  by  the  end  of  1982,  and  an 
increase  of  $53.6  million  over  the  1981   level  in  non-personnel  costs. 
We  recognize  that  budget  increases  alone  are  not  the  answer  to 
upgrading  SSA  systems,  and  we  pledge  to  you  that  getting  SSA  systems 
on  the  right  track  will  be  our  number  one  administrative  priority 
this  year  and  next  year. 
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Employment  and  Overtime;     For  FY  1982,  we  are  requesting  an  increase 
of  3,500  positions  over  the  1980  actual  level  of  74,498  positions 
in  end-of-year  full-time  permanent  employment  and  an  increase  of 

I,  081  positions  in  end-of-year  temporary  and  part-time  employment. 
These  increases  exclude  staffing  to  carry  out  the  President's 
legislative  proposals  for  which  we  are  requesting  contingency 
funds.     The  current-law  increases  are  needed  to  implement  the 
Social  Security  Disability  Amendments  of  1980  and  the  Admin- 
istration's plan  to  accelerate  continuing  disability  investigation 
in  1981.     There  also  are  increases  for  the  Office  of  Systems  and 
other  employment  increases  to  deal  with  rising  workloads, 
particularly  in  the  hearings  and  appeals  area.     In  order  to  hold 
down  employment,  we  also  are  requesting  an  increased  level  of 
current-law  overtime — 4,389  work-years  in  1982,  as  compared  to 
3,695  work-years  in  1981.     Based  on  our  analysis  of  overtime  usage 
to  date,   the  1981   level  has  been  revised  downward  from  the 
submission  by  710  work-years  which  makes  greater  pay-raise 
absorption  possible.     SSA  will  continue  to  follow  its  policy  of  not 
using  all  of  the  overtime  budgeted  when  workloads  anticipated  do 
not  materialize  or  other  means  become  available  to  accomplish  the 
work . 

Contingency  Reserve:     We  have  requested  increases  in  the  contingency 
reserve  of  $68  million  in  1981  and  $170  million  in  1982,  to  enable 
SSA  to  implement  the  President's  legislative  program  in  the  Social 
Security  area.     These  funds  will  not  be  made  available  to  us  for 
use  in  either  fiscal  year  if  the  legislation  is  not  enacted.  On 
the  other  hand,   if  the  legislation  is  approved,  as  we  recommend, 
we  will  have  the  wherewithal  to  move  quickly  to  obtain  the  program 
benefit  savings  included  in  the  budget. 

Changes  in  Appropriations  Language:     We  have  made  recommendations 
for  changes  in  existing  appropriations  language  in  the  SSI, 
Assistance  Payments  and  Limitation  on  Administrative  Expenses 
Accounts.     We  are  prepared  today  to  answer  your  questions  about 
the  changes  we  propose.     One  major  change,  proposed  for  the 
Assistance  Payments  account,   is  to  replace  the  existing  "borrowing" 
authority  for  advance  grants  for  the  first  quarter  of  the  succeeding 
fiscal  year,  with  an  advance  appropriation  for  the  first  quarter  of 
that  fiscal  year.     The  purpose  of  the  change   (which  does  not 
increase,  or  decrease  budget  authority)   is  clarity  of  presentation. 

Quality  Assurance:     We  know  that  measuring  and  reporting  on  the 
errors  we  make  in  program  administration  are  matters  of  great 
interest  to  your  Committee.     In  the  SSI  program,   our  payment  error 
rate  has  levelled  off  at  about  5  percent  after  the  high  of 

II.  5  percent  in  1975.     We  hope  to  bring  this  down  to  4  percent  by 
the  end  of  FY  1982.     In  the  AFDC  program,   the  payment  error  rate 
for  the  last  reporting  period  for  which  data  are  available 

(April  -  September  1979)  was  9.5  percent,  a  reduction  of   .9  percent 
from  the  prior  6-month  period.     The  budget  estimates  that  the  1982 
error  rate  target   for  AFDC  is  8.8  percent.     Since  this  falls  short 
of  the  target  mandated  by  the  Michel  Amendments  (5.8  percent  for 
1982),   the  budget  assumes  that  sanctions  will  be  imposed  on  States 
that  do  not  meet  the  targets. 
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For  the  Social  Security  programs,  we  now  have  the  initial  results 
from  limited  payment  quality  reviews  completed  for  a  few  sampling 
periods.     For  the  OASI  program,  the  error  rate  was  about  one-fourth 
of  1  percent. 

The  disability  insurance  payment  accuracy  sample  received  its  initial 
pilot  test  during  1980 — about  3,000  cases  selected  at  random  from 
the  DI  payment  rolls  for  April  1979.     For  this  first  accuracy 
sample  the  payment  error  rate  was  19.3  percent,  18.5  percent 
of  which  was  attributable  to  medical/vocational  factors.     A  second 
phase  is  currently  underway.     It  is  important  to  note  that  this 
first  phase  was  the  initial  step  in  SSA's  efforts  to  establish  an 
ongoing  review  of  the  DI  payment  rolls.     Although  the  validity  of 
the  data  has  some  severe  constraints,  which  we  have  fully  outlined 
in  our  budget  justification,  the  Administration  has  concluded  (as 
Congress  did  last  year  when  it  enacted  the  Disability  Amendments 
of  1980)  that  much  more  needs  to  be  done  to  insure  the 
integrity  of  the  disability  rolls.     The  Administration's  budget 
provides  fully  for  an  intensified  and  accelerated  effort  to  review 
the  cases  of  those  disability  recipients  not  permanently  disabled 
whose  case  profile  indicates  the  greatest  likelihood  of  error. 
These  profiles  are  currently  being  developed  through  a  project 
which  we  call  the  disability  "probe".     This  probe  will  review  a 
sample  of  cases  to  identify  characteristics  associated  with  these 
cases  found  to  be  in  error. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Statement  by  the  Acting  Commissioner  of  Social  Security 

on 

"Payments  to  Social  Security  Trust  Funds" 


The  first  appropriation  request  totals  $848,698,000  and  covers  four  Federal  fund 
payments  to  the  Social  Security  Trust  Funds.     The  payments  are  necessary  to  make 
the  trust  funds  whole  for  the  cost  of  certain  benefits,  or  administrative 
expenses,  borne  by  the  trust  funds  initially,  but  ultimately  chargeable  to  Federal 
funds.     The  four  payments  cover  the  following: 

1.  Reimbursement  to  the  OASI  and  DI  trust  funds  for  the  costs  of  benefits  paid 
as  a  result  of  granting  social  security  credits  for  certain  earnings  from 
military  service  on  which  servicemen  were  not  required  to  pay  social  security 
taxes . 

2.  Reimbursement  to  the  OASI  trust  fund  for  benefits  paid  to  certain  elderly 
persons  age  72  or  older  who  did  not  have  a  chance  to  work  long  enough  under 
social  security  to  become  insured,  but  were  allowed  special  benefits. 

3.  Reimbursement  to  the  OASI  trust  fund  for  the  administrative  costs  incurred  by 
the  Social  Security  Administration  in  maintaining  records  of  the  vested 
pension  rights  of  individuals  in  private  pension  plans  and  in  advising  these 
individuals  of  their  rights  upon  their  request,  or  when  they  apply  for  social 
security  benefits. 

4.  Reimbursement  to  the  OASI  trust  fund  for  the  appropriate  Federal  fund  share 
of  the  cost  of  the  Survey  of  Income  and  Program  Participation,  a  national 
household  survey  designed  to  provide  new  information  to  policy  makers  about 
the  people  served,  or  not  served,  by  the  nation's  income  security  programs. 

In  all  four  cases  the  reimbursement  is  necessary  to  insure  that  the  trust  funds, 
built  up  by  the  social  security  taxes  paid  by  workers  and  employers,  are  not 
reduced  for  benefits  to  the  uninsured  or  by  administrative  expenses  not  applicable 
to  social  security  programs. 

Military  Service  Credits 

The  first  of  the  four  payments  is  a  payment  of  $702,543,000  to  reimburse  the 
Old-Age  and  Survivors  and  the  Disability  Insurance  trust  funds  for  non- 
contributory  military  service  credits.     It  includes  a  $617,000,000  annual 
installment  related  to  military  service  during  World  War  II  and  part  of  the  post 
war  period  before  servicemen  received  regular  coverage  under  social  security. 

The  remaining  $85,543,000  is  for  estimated  benefit  payments  based  on  non- 
contributory  credits  for  wages  in-kind — such  as  food,  shelter,  and  medical 
services — which  have  been  granted  members  of  the  Armed  Forces  for  services  . 
performed  after  1956. 

Special  Payments  to  Certain  Elderly  Persons 
Who  are  Uninsured 


The  second  payment  is  $140,407,000  to  reimburse  the  Old-Age  and  Survivors 
Insurance  trust  fund  for  special  benefits  paid  during  fiscal  year  1980  to  certain 
persons  age  72  and  over.     These  persons,  a  declining  population,  were  not 
eligible  for  regular  monthly  social  security  benefits  primarily  because  they 
retired  before  the  enactment  of  social  security  legislation,  or  before  their 
occupations  were  covered  by  social  security. 

As  of  September  30,  1980,  97,000  persons  were  receiving  benefits  under  this 
program  that  were  properly  chargeable  to  general  funds,  as  compared  to  113,000  a 
year  earlier.     Benefit  payments  are  currently  $105.20  for  an  individual  and 
$52.60  for  an  eligible  wife.     These  benefits  are  expected  to  increase  to  $117.00 
and  $58.50  respectively  in  June  1981  based  on  the  projected  increase  of 
11.2  percent  in  the  automatic  cost-of-living  adjustment.     In  June  1982  the 
comparable  benefits  are  expected  to  increase  to  $127.90  and  $64.00  based  on. a 
9.3  percent  automatic  adjustment. 
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Reimbursement  for  Pension  Reform  Administrative  Costs 

The  third  payment  is  $1,748,000  to  reimburse  the  Old-Age  and  Survivors 
Insurance  trust  fund  for  the  general  fund  share  of  the  cost  of  administering 
pension  reform  responsibilities  assigned  to  the  Social  Security  Administration 
under  Public  Law  93-406,   the  Pension  Reform  Act.     The  reimbursement  is  for  the 
cost  of  furnishing  information  on  deferred  vested  pension  rights  to  pension  plan 
participants  and  their  dependents  or  survivors,  either  upon  request  or 
automatically  upon  application  for  social  security  retirement,  survivors,  or 
disability  insurance  benefits. 


Reimbursement  for  Non-Trust  Fund  Share  of  the 
Survey  of  Income  and  Program  Participation 

The  fourth  payment  is  to  reimburse  the  Old-Age  and  Survivors  Insurance  trust  fund 
for  the  general  fund  share  of  the  cost  of  performing  the  Survey  of  Income  and 
Program  Participation  (SIPP).     SIPP  is  a  newly  proposed  national  household 
survey  of  income,  net  worth  and  program  eligibility  and  participation  which  will 
assist  ongoing  social  research  and  policy  analysis.     In  the  budget  request  we 
have  assumed  that  the  costs  of  SIPP  will  be  shared  50-50  by  the  trust  and  general 
funds . 


Explanation  of  Change  for  1982  Request 

The  total  request  for  1982  is  $176,632,000  more  than  the  1981  appropriation. 
This  amount  is  the  net  result  of  increases  in  two  payments  (Military  Service 
Credits  and  SIPP)  partially  offset  by  a  decrease  in  special  benefits  for 
uninsured  persons. 

Most  of  the  increase-$182 ,027 ,000-is  the  amount  requested  for  non-contributory 
wage  credits  for  military  service.     This  increase  reflects  a  revision  in  the 
annual  installment  payable  from  general  funds  to  finance  the  cost  of  non- 
contributory  credit  for  military  service  granted  for_ periods  before  1957.  Under 
the  law,  a  determination  of  this  installment  is  made  every  5  years  and  was  last 
updated  in  fiscal  year  1977.     The  installment  is  derived  by  determining  the  amount 
of  reimbursement  in  equal  payments  necessary  to  place  the  trust  funds  in  the  same 
position  on  June  30,  2015,  that  they  would  have  been  if  non-contributory  military 
service  credits  had  not  been  provided.     At  the  time  of  the  last  determination,  the 
rates  of  the  annual  social  security  benefit  increases  werei  expected  to  decrease 

from  6.6  percent  to  4  percent  over  the  5  year  period  from  1976  to  1980.     In  fact, 
the  cost-of-living  adjustments  have  increased  from  6.4  percent  to  14.3  percent 
over  the  same  5  year  period.     This  unanticipated  inflation  in  benefit  levels  is 
the  primary  reason  the  annual  installment  for  the  1982-1986  period  is  $171,000,000 
higher  than  that  for  the  preceeding  5  year  period.     This  increase  in  pre-1957 
military  service  credits  accounts  for  most  of  the  year-to-year  change  in  the 
activity.     In  addition,  there  is  a  growing  number  of  new  benefits  awarded  each 
year  reflecting  non-contributory  credit,  for  post-1956  military  service  and 
generally  higher  benefit  amounts. 

Another  factor  of  increase  for  this  account  is  the  $4,000,000  to  reimburse  the 
social  security  trust  funds  for  the  general  fund  share  of  the  first  year  costs  of 
the  new  SIPP  project. 

The  only  factor  offsetting  these  increases  is  the  $9,402,000  decrease  in  special 
payment's  to  uninsured  persons.     The  population  receiving  special  payments  is  a 
closed  group  of  very  aged,  uninsured  persons  and,  thus,  becomes  smaller  every 
year.     It  declined  from  113,000  persons  at  the  end  of  FY  1979  to  97,000  at  the 
end  of  FY  1980. 
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DEPARTMENT  OF  HEALTH,  AND  HUMAN  SERVICES 
Statement  by  the  Acting  Commissioner  of  Social  Security 
on 

Special  Benefits  for  Disabled  Coal  Miners 


This  appropriation  request  for  Special  Benefits  for  Disabled  Coal  Miners  totals 
$1,098,765,000  and  is  financed  from  general  revenues.     It  includes  $1,094,000,000 
for  benefit  payments  and  $4,765,000  for  administrative  costs.     It  does  not  include 
reimbursable  work  done  for  the  Department  of  Labor,  which  is  budgeted  for  by  that 
agency. 

Program  Authorization 

The  Black  Lung  program  is  authorized  by  title  IV  of  the  Federal  Mine  Safety  and 
Health  Act  of  1977,  which  provides  for  payment  of  monthly  cash  benefits  to  coal 
miners  who  are  totally  disabled  because  of  pneumoconiosis,  commonly  referred  to 
as  black  lung  disease,  and  to  widows  of  miners  who  were  entitled  to  these 
benefits  or  whose  deaths  were  due  to  this  disease.     Payments  to  miners  or  widows 
are  increased  for  dependents — a  spouse  or  child.     Benefits  also  are  payable  to 
surviving  children  of  miners  and  in  certain  circumstances  to  totally  dependent 
surviving  parents,  brothers,  and  sisters. 

Responsibility  for  Administration 

The  Social  Security  Administration  is  responsible  for  processing  and  paying 
claims  for  miners'  benefits  filed  from  December  30,  1969,  through  June  30,  1973, 
and  claims  for  survivor  benefits  filed  through  December  31,  1973,  or  within 
6  months  after  the  death  of  a  miner  or  widow  already  on  the  beneficiary  roll 
maintained  by  SSA.     SSA  must  continue  to  pay  benefits  and  to  maintain  the 
beneficiary  roll  for  the  lifetime  of  all  persons  who  filed  with  SSA  during  its 
juri  sdict  ion . 

Since  June  30,  1973,  SSA  has  continued  to  take  miners'  claims,  but  as  an  agent  of 
the  Department  of  Labor,  which  is  responsible  for  adjudication  and  payment  of 
these  claims,  and  thus  budgets  to  reimburse  SSA  for  this  work. 

The  beneficiary  roll  for  which  SSA  has  responsibility — and  the  administrative 
cost  of  maintaining  it — will  continue  to  decline  gradually  in  years  to  come. 
At  the  mid-point  of  fiscal  year  1982,  370,000  miners,  widows,  and  dependents  will 
be  receiving  monthly  benefits  paid  by  the  Social  Security  Administration  from 
this  appropriation.     This  is  a  decrease  of  23,000  from  the  393,000  beneficiaries 
who  will  be  receiving  payments  at  the  mid-point  of  fiscal  year  1981. 

Revised  1981  Estimate 

A  10.1  percent  Black  Lung  benefit  increase  became  effective  in  October  1980. 
This  increase  was  triggered,  as  required  by  law,  by  the  Federal  payraise  which 
also  went  into  effect  in  October  1980.     Though  this  payraise  was  published  as  a 
9.1  percent  overall  increase,  the  payraise  was  actually  a  graduated  increase. 
Thus,  the  lower  grades,  specifically  the  GS-2 ,  step  1  level  which  determines  the 
amount  of  the  Black  Lung  benefit,  was  increased  by  10.1  percent.     The  President's 
1981  Budget  included  funds  for  a  6.2  percent  Black  Lung  benefit  increase  in  1981. 
The  difference  between  the  President's  Budget,  and  the  actual  percentage  increase 
will  require  an  increase  of  $33,000,000  in  1981  Black  Lung  benefits.  This 
increase  is  partially  offset  by  a  decline  in  administrative  costs. 
Administrative  expenses  are  expected  to  decline  by  $1,120,000  in  1981. 

The  Special  Benefits  for  Disabled  Coal  Miners  Appropriation  provides  for  charging 
benefit  payments  for  the  last  two  months  of  the  year  to  the  appropriation  of  the 
succeeding  fiscal  year,  if  necessary,  because  of  anticipated  and  uncontrollable 
benefit  costs.     Based  on  this  authority,  the  Social  Security  Administration 
funded  $34,299,000  of  the  September  1980  benefit  payment  (paid  October  3,  1980) 
from  the  1981  Appropriation. 
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1982  Request 

We  expect  benefit  payment  obligations  to  be  $1,094,000,000  in  1982— $7 ,000 ,000 
more  than  in  1981.     The  budget  projects  a  4.8  percent  benefit  increase  effective 
October  1981,  which  will  raise  benefit  payments  by  $50,000,000.     This  increase  is 
partially  offset  by  a  reduction  of  $42,000,000  for  the  decreasing  number  of  black 
lung  beneficiaries,  and  by  $1,000,000  because  the  number  of  black  lung  claims 
with  retroactive  payments  is  dropping  off,  as  cases  under  appeal  are  settled. 

Administrative  expenses  for  SSA's  Black  Lung  work  will  decline  by  $415,000  from 
$5,180,000  in  1981  to  $4,765,000  in  1982.     This  decrease  is  the  result  of  the 
decline  in  the  appellate  workload  remaining  to  be  processed,  and  the  overall 
decline  in  the  number  of  beneficiaries.     The  decline  in-  beneficiaries  reduces 
SSA's  cost  of  maintaining  the  beneficiary  rolls. 


DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Statement  by  the  Acting  Commissioner  of  Social  Security 
on 

Supplemental  Security  Income  Program 


The  Supplemental  Security  Income  (SSI)  appropriation  provides  funds  through  direct 
cash  assistance  to  eligible  aged,  blind  and  disabled  recipients  to  help  finance 
their  basic  needs.     The  appropriation  request  for  fiscal  year  1982  is 
$7,754,477,000.     This  includes  $6.9  billion  for  Federal  benefits  to  the  aged, 
blind  and  disabled  recipients;  $21.6  million  for  beneficiary  rehabilitation 
services;  $773.7  million  for  administrative  costs;  and  $15.6  million  for 
reimbursing  States  for  incorrect  State  supplementary  payments  made  as  a  result  of 
Federal  errors. 

The  request  proposes  three  language  changes.     One  limits  SSA's  authority  to  borrow 
from  the  subsequent  year  to  the  benefit  payment  activity  instead  of  all 
activities  as  permitted  in  1981.     The  second  change  eliminates  funding  of  hold- 
harmless  payments  to  States  by  requiring  computations  consistent  with  the  statute 
as  originally  enacted.     This  change  eliminates  the  impact  of  Public  Law  94-585 
and  is  consistent  with  a  similar  legislative  proposal  contained  in  the  1982 
President's  Budget.     The  third  change  indicates  that  funding  will  not  be  provided 
for  Section  1620  of  the  Social  Security  Act  which  authorizes  a  pilot  program  to 
provide  medical  and  social  services  for  certain  handicapped  persons.     The  Social 
Security  Amendments  of  1980  authorized  this  three-year  pilot  project.     In  view  of 
the  present  need  for  budget  restraint,   this  was  not  considered  an  appropriate 
time  to  begin  funding  for  a  new  program. 


The  child  health  services  activity  authorized  by  section  1615  of  the  Social 
Security  Act  is  not  included  in  SSA's  1982  request.     These  services  for  all  HHS 
programs  are  administered  by  State  agencies  through  grants  issued  by  the  Public 
Health  Service.     In  an  effort  to  simplify  administration  of  the  program,  all  child 
health  service  funds  are  included  in  the  Public  Health  Services  appropriation 
request  effective  FY  1982. 
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Federal  Benefit  Payments 

The  SSI  program  ensures  a  minimum  monthly  level  of  income  to  eligible  aged,  blind 
and  disabled  individuals.     An  individual's  income,  resources  and  living 
arrangement  are  evaluated  to  determine  the  actual  amount  of  SSI  payment.  Payments 
are  delivered  through  recurring  monthly  benefit  checks. 

The  1982  request  for  Federal  benefit  payment  is  $6,943,529,000  or  $594,529,000 
higher  than  the  1981  level.     A  variety  of  factors  have  influenced  this  growth. 
The  main  factor  is  the  yearly  automatic  cost-of-living  adjustment — COLA.  Under 
present  law,  the  maximum  monthly  SSI  payments  are  projected  to  increase 
automatically  by  11.2  percent  in  July  1981  and  9.3  percent  in  July,  1982.  This 
will  raise  the  monthly  maximum  to  $289.40  for  an  individual  and  $434.00  for  a 
couple  with  the  July,  1982  COLA.     Comparable  amounts  for  the  July  1980  through 
June  1981  period  are  $238.00  and  $357.00  respectively.     Another  factor  influencing 
costs  is  the  size  and  composition  of  our  beneficiary  population.  The  average 
number  of  SSI  recipients  is  expected  to  decline  about  0.1  percent  in  1982  to 
3,681,000  from  an  average  of  3,685,000  in  1981.     Despite  this  overall  decline, 
costs  attributable  to  this  caseload  will  increase.     Aged  recipients  are  declining 
while  blind  and  disabled  recipients  are  increasing.     The  latter  receive  a  higher 
average  monthly  benefit  because  they  generally  have  less  income  to  offset  SSI 
benefits.     As  a  result,  the  overall  average  SSI  benefit  payment  increases  thereby 
increasing  SSI  program  costs.     The  average  payment  to  all  SSI  recipients  is 
projected  to  increase  to  $163.20  in  1982  from  $146.80  in  1981. 

In  1981,  the  estimated  average  payment  is  $110.15  for  an  aged  individual  and 
$173.35  for  a  blind  or  disabled  individual.     These  are  projected  to  increase  in 
1982  to  $122.10  and  $192.05  respectively  due  primarily  to  the  COLA  and  the  mix  of 
aged,  blind  and  disabled  recipients.     The  increases  in  average  payments  would  be 
higher  except  for  the  following  factors: 

— SSA's  initiatives  to  improve  payment  accuracy  by  locating  and  terminating  in- 
eligible recipients  and  correcting  payments  to  eligible  recipients.     A  number 
of  initiatives  are  in  place  or  planned  to  improve  the  quality  of  disability 
determinations,  insure  stricter  development,  identify  error  prone  cases  and 
verify  entitlement  through  special  validations  against  records  of  financial 
institutions  and  other  Federal  and  State  programs.     SSA  plans  to  develop  a 
fully  automated  procedure  in  which  the  account  numbers  of  SSI  applicants  and 
beneficiaries  would  be  provided  to  IRS  in  order  to  obtain  IRS  data  which  will 
identify  bank  accounts  of  SSI  applicants  and  beneficiaries. 

— SSA  is  implementing  the  Social  Security  Disability  Amendments  of  1980  (P.L.  96- 
265)  to  eliminate  the  "windfall"  created  when  Title  II  benefits  were  paid 
retroactively  for  a  period  the  recipients  also  received  SSI  benefits. 

— Increases  in  social  security  benefits  due  to  COLA  reduce  average  SSI  payments. 
Roughly  half  of  the  SSI  recipient  population  also  receive  Title  II  benefit  pay- 
ments and  their  SSI  benefits  must  be  reduced  as  their  income  from  other  sources 
increases . 

Beneficiary  Rehabilitation  Services 

Pending  the  enactment  of  the  Administration's  legislative  proposal  to  eliminate 
the  SSI  Vocational  Rehabilitation  program,  we  are  proposing  a  change  in  the 
mechanism  for  funding  these  services.    We  plan  to  restructure  this  program  so 
that  funds  will  be  provided  to  the  States  on  the  basis  of  their  success  in 
rehabilitating  recipients.     Based  on  this  plan  the  funding  level  for  Vocational 
Rehabilitation  Services  has  been  reduced  from  the  $37  million  budgeted  in  1981  to 
$20  million  in  1982.  In  1982  SSA  is  requesting  a  slight  increase  in  the  funds  for 
the  referral  and  monitoring  of  drug  addicts  and  alcoholics  due  to  an  increased 
caseload  and  the  participation  of  an  additional     State  agency  in  the  program. 

Hold-Harmless  Payments  to  States 

The  hold-harmless  provision,  included  in  the  original  SSI  legislation  (P.L.  92- 
603),  provided  for  the  Federal  government  to  assume  liability  for  certain  State 
supplementation  payments  made  to  raise  the  total  assistance  up  to  the  level 
received  by  the  recipients  prior  to  the  SSI  program.     This  provision  was  intended 
as  a  transitional  means  of  limiting  a  State's  supplementary  payment  costs  in  the 
event  that  large  numbers  of  new  recipients  were  brought  on  to  the  rolls  by  the 
transition  to  SSI.     All  States  but  three  lost  their  eligibility  for  this  program 
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because  their  costs  for  supplementary  payments  subject  to  hold  harmless 
protection  diminished  as  a  result  of  the  rising  Federal  benefit  level.  However, 
in  1976  an  amendment  (P.L.  94-585)  to  the  original  legislation  provided  for 
disregarding  increases  in  Federal  SSI  payments  in  computing  payments  protected 
by  the  hold-harmless  provision.     By  this  means  a  transitional  program  was  turned 
into  an  open-ended  one  for  a  few  States. 

The  FY  1981  budget  provides  $45  million  for  hold  harmless  and  assumes  that  these 
funds  will  be  split  among  the  eligible  States  as  follows:     Wisconsin-$39 , 400 ,000 , 
Massachusetts-$5,500,000,  Hawaii-$100 ,000.     Funding  for  Federal  hold-harmless 
payments  is  not  contained  in  the  FY  1982  request.     The  Administration  does  not 
feel  that  continuation  of  this  program  can  be  justified  considering  that  we  are 
well  past  the  transitional  phase  of  the  SSI  program  for  which  this  provision  was 
originally  intended  and  the  caseloads  in  these  States  have  declined  or  remained 
relatively  stable  during  the  last  few  years. 


Federal  Fiscal  Liability 

The  Social  Security  Administration  administers  supplemental  payment  programs  for 
26  States  and  the  District  of  Columbia.     Agreements  with  the  States  governing 
Federal  administration  of  these  State  supplementary  payments  provide  for  Federal 
fiscal  liability  (FFL)  for  payment  errors  in  excess  of  a  4  percent  tolerance. 
However,  we  plan  to  waive  all  FFL  payments  to  States  which  obtain  waivers  of 
fiscal  sanctions  for  State  errors  in  the  AFDC/Medicaid  programs.     The  1982  budget 
includes  a  new  policy  for  FFL — the  use  of  a  mathematical  regression  formula.  This 
formula  weighs  the  value  of  errors  detected  by  the  States  in  their  subsample 
review  of  SSA's  quality  assurance  data  so  that  this  sample  of  errors  can  be 
projected  to  the  entire  universe  of  State  supplementation  cases.     SSA  follows  a 
similar  procedure  in  its  review  of  the  States'  quality  assurance  data  in  the  AFDC 
program. 

The  1982  budget  request  for  this  activity  is  $15,600,000  which  is  $32,011,000  less 
than  the  amount  estimated  for  1981.     In  the  budget  we  have  estimated  that  all 
outstanding  Federal  fiscal  liability  for  periods  from  January,  1974  through 
September,  1980  will  be  settled  in  1981.     The  1982  request  covers  settlements  for 
the  period  October,  1980  through  September,  1981. 


Payments  to  Trust  Funds  for  Administrative  Costs 

The  SSI  and  Social  Security  programs  are  administered  on  an  integrated  basis  for 
purposes  of  economy  and  efficiency.     The  Social  Security  Act  authorizes  advances 
from  the  Social  Security  Trust  Funds  to  pay  the  administrative  costs  of  the  SSI 
program  through  the  Limitation  on  Administrative  Expenses.     The  advances  are 
fully  repaid  from  the  SSI  appropriation.     SSA  maintains  a  detailed  cost 
allocation  system  which  has  been  audited  by  the  General  Accounting  Office  to 
ensure  that  the  trust  funds  are  made  whole  (with  interest,  if  appropriate)  for 
the  administrative  expenses  of  the  SSI  program.     The  1982  request  for  this 
activity  is  $773,732,000  which  represents  an  increase  of  $43,659,000  over  1981. 
Increased  costs  are  the  result  of  inflation,  higher  salary  and  related  costs  and 
this  program's  allocated  share  of  other  cost  increases. 

DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

Statement  by  the  Acting  Commissioner  of  Social  Security 

on 

"Assistance  Payments" 


The  assistance  payments  appropriation  provides  funds  through  grants  to  the  States 
and  local  governments  to  help  finance  support  for  the  needy.  Although  the  Social 
Security  Administration  is  responsible  for  the  programs  covered  by  this 
appropriation,  no  trust  fund  money  is  used  for  assistance  payments  purposes.  For 
fiscal  year  1982  the  assistance  payments  request  is  $8,073,443,000.  This  includes 
$7.9  billion  for  maintenance  assistance,  $3.4  million  for  research  and  evaluation, 
$46.7  million  for  Federal  administrative  expenses,  and  a  net  cost  of  $158  million 
for  the  child  support  enforcement  program. 
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At  this  time,  we  also  are  requesting  an  advance  appropriation  of  $2,019,878,000 
to  fund  first  quarter  FY  1983  grants.     This  advance  appropriation  replaces  the 
"borrowing"  authority  which  in  past  years,  was  the  means  of  providing  funds  to 
the  current  year  for  issuing  first  quarter  advance  grants  for  the  succeeding 
fiscal  year.     This  change  does  not  affect  SSA's  ability  to  borrow  funds  from  the 
subsequent  year  to  cover  any  shortfall  resulting  from  unanticipated  costs  in  the 
current  year. 

The  Adoption  Assistance  and  Child  Welfare  Act  of  1980  created  Title  IV-E  of  the 
Social  Security  Act  which  will  replace  the  AFDC  Foster  Care  activity  with  a  more 
comprehensive  program.     Title  IV-E  will  be  administered  by  the  Office  of  Human 
Development  Services  within  HHS,  so  SSA  has  transferred  funds  in  1981  and  is  not 
requesting  any  funds  in  1982  for  this  activity. 

Maintenance  Assistance 

The  fiscal  year  1982  request  for  the  Federal  share  for  maintenance  assistance 
programs  is  $7,865,303,000.     It  includes: 

— $6,988,600,000  for  Aid  to  Families  with  Dependent  Children, 

— $13,350,000  for  assistance  to  aged,  blind  and  disabled  adults  in  Guam,  Puerto 

Rico  and  the  Virgin  Islands;  the  supplemental  security  income  program  does  not 

cover  these  jurisdictions, 
— $861,700,000  for  State  and  local  administration  and  training  related  to  the 

maintenance  assistance  programs, 
— $1,653,000  for  assistance  to  repatriated  U.S.  Nationals  returning  from  foreign 

countries  who  have  been  certified  by  the  Department  of  State  as  destitute  or 

ill. 

The  1982  request  for  maintenance  assistance  does  not  include  funds  for  the 
emergency  assistance  program.     This  program  is  one  of  those  proposed  for 
consolidation  into  the  Energy  and  Emergency  Assistance  grant  authority.  Funds 
for  this  new  authority  are  being  requested  separately  contingent  upon  enactment 
of  authorizing  legislation. 

The  1982  request  for  maintenance  assistance  is  $219,538,000  higher  than  the  1981 
level.     The  major  areas  of  increase  are  in  AFDC  benefits,  and  State  and  local 
administration  and  training.     The  average  monthly  AFDC  payment  to  families  is 
expected  to  increase  by  5.4  percent,  primarily  due  to  anticipated  increases  in 
State  standards  of  assistance  in  response  to  inflation.     We  project  that  3.8  mil- 
lion families  will  be  on  the  AFDC  rolls  each  month  in  1982 — a  slight  decrease  from 
1981.     This  decline  is  the  result  of  SSA's  continued  initiatives  to  remove 
ineligible  recipients  from  the  rolls  and  a  decrease  in  the  projected  unemployment 
rate.     This  caseload  decline,  however,  is  offset  by  demographic  changes  in  the 
population  served,  particularly  the  growth  in  single  parent  families.  Quality 
control  initiatives  are  expected  to  save  $27.8  million  in  1982  over  the  1981 
level. 

Although  we  expect  that  State  payments  will  be  made  more  accurate,  the  1982 
request  also  reflects  imposition  of  $98  million  in  fiscal  sanctions  for  failure 
to  meet  Congressionally  mandated  error  rate  targets  in  the  FY  1981  reporting 
periods.     The  budget  projection  of  the  sanction  amounts  is  based  on  national 
average  error  rate  trends,  not  on  projections  of  specific  State  error  rates. 

The  request  of  $861,700,000  for  State  and  local  administration  and  training  is 
$94,500,000  higher  than  the  1981  level.     This  increase  reflects  the  impact  of 
inflation  and  greater  efforts  to  improve  administration. 

Child  Support  Enforcement 

! 

The  aim  of  the  Child  Support  Enforcement  program  is  to  assist  families  to  maintain 
their  financial  independence  and  to  stay  off  public  assistance  by  assuring  that 
absent 1  parent^  meet~~their  responsibility  to  support  their  children.  The  Office  of 
Child  Supoort  Enforcement  provides  technical  assistance  and  guidance  to  the  States 
through  the  issuance  of  regulations,  program  manuals  and  on-site  reviews  of 
procedures  for  making  child\Support  collections.     We  project  that  the  number  of 
AFDC  families  for  whom  collections  are  made  will  rise  from  548,000  in  1981  to 
603,000  in  1982,  an  increase  in  caseload  of  10  percent.     We  also  project  that  the 
average  amount  collected  for  each  family  will  increase  4.5  percent  from  $1,283  in 
1981  to  $1,341  in  1982. 

Undep  the  Child  Support  Enforcement  program,  support  payments  made  by  absent 
parents  on  behalf  of  AFDC  recipients  go  to  State  or  local  child  support  enforce- 
ment agencies  for  distribution.     The  Federal  share  of  such  collections  is 
deducted  from  Federal  payments  to  States  for  AFDC.     In  1982  the  program  is 
expected  to  cost  the  Federal  government  $158,000,000.     This  is  the  first  time 
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since  the  FY  1980  budget  that  the  Child  Support  Enforcement  program  is  projected 
to  be  a  net  cost  to  the  Federal  government.  This  change  is  primarily  due  to  the 
impact  of  legislation  passed  by  the  96th  Congress  providing  for  Federal  matching 
of  administrative  costs  for  non-AFDC  cases  and  payment,  from  the  Federal  share  of 
collections,  of  incentives  to  States  making  collections  on  their  own  behalf.  As 
a  result  of  such  incentives,  the  Federal  share  of  collections  will  drop  from  its 
previous  average  of  41  percent  to  37  percent  in  1981  and  1982. 

Research  and  Evaluation 

We  are  requesting  $3,400,000  for  research  and  evaluation  grants  and  contracts 
under  sections  1110  and  1115  of  the  Social  Security  Act  to  develop  and  finance 
experimental  projects  to  explore  new  ways  to  prevent  and  reduce  dependency  on 
public  assistance,  improve  coordination  of  planning  between  private  and  public 
welfare  agencies,  and  improve  the  administration  and  effectiveness  of  programs 
carried  out  under  the  Social  Security  Act.     These  funds  will  be  used  to  continue 
certain  research  projects  ($1,357,000)  and  to  fund  new  projects  ($2,043,000). 
Most  of  the  money  is  for  research  and  demonstration  projects  related  to  the  AFDC 
and  Child  Support  Enforcement  programs,  but  some  of  the  funds  are  used  for  social 
security  and  SSI  extramural  research  grants  and  contracts. 


Federal  Administrative  Expenses 

The  Assistance  Payments  appropriation  request  includes  $46,740,000  and  1,076 
full-time  permanent  positions  to  cover  Federal  administrative  expenses  related  to 
maintenance  assistance,  child  support  enforcement,  and  research  and  evaluation 
activities.     No  new  positions  are  requested.     The  increase  of  $1,807,000  over  the 
amount  approved  for  1981  is  necessary  to  cover  mandatory  costs  such  as  the  cost 
of  the  October  1980  pay  raise. 


Department  of  Health  and  Human  Services 
Statement  by  the  Acting  Commissioner  of  Social  Security 
on 

"Energy  and  Emergency  Assistance" 


The  Energy  and  Emergency  Assistance  Grant  Program  will  provide  block  grants  to 
States  to  enable  them  to  establish  a  fund  from  which  they  can  assist  low  income 
people  to  meet  emergency  income  maintenance  needs  particularly  the  rising  cost 
of  home  energy.     For  fiscal  year  1982  the  request  for  this  new  grant  program 
is  for  $1,400,000,000.     This  includes  $1,398,800,000  for  grants  to  the  States 
and  $1,200,000  for  Federal  administrative  costs. 

The  new  block  grant  program  will  combine  functions  previously  adressed  by  other 
appropriations.     Financial  aid  for  home  energy  assistance  was  provided  in  fiscal 
year  1981  by  the  Low  Income  Energy  Assistance  Program.     Other  financial  and 
related  emergency  needs  for  low  income  people  were  provided  in  past  years  by 
the  Emergency  Assistance  program  which  was  funded  under  the  Assistance  Payments 
Appropriation.     The  Energy  and  Emergency  Assistance  Grant  Program  request  will 
consolidate  these  activities  at  a  funding  level  of  approximately  75  percent  of 
their  combined  totals  from  fiscal  year  1981. 

The  1982  request  provides  grants  for  States  to  assist  households  in  meeting  home 
energy  needs;   to  provide  cash  or  in-kind  assistance  for  emergency  situations, 
medical  care,  or  social  services;  and  to  provide  other  forms  of  assistance  as 
the  State  deems  appropriate.     Under  the  new  authority  the  States  will  have  broad 
flexibility  in  deciding  what  kinds  of  assistance  will  best  serve  their  citizens, 
how  to  effectively  target  the  aid,  and  how  to  best  allocate  it  as  needs  change 
due  to  problems  and  circumstances  peculiar  to  their  jurisdictions.     Thus,  for 
example,  a  State  will  be  free  to  design  its  own  Home  Energy  Assistance  programs 
and  then  modify  the  program  depending  upon  local  weather  patterns.     A  State  will 
be  free  to  shift  spending  to  meet  other  problems  or  prepare  for  contingencies 
depending  on  its  unique  circumstances  without  fear  of  losing  Federal  funds  not 
spent  according  to  Federally  specified  purposes.     The  grant  funds  can  be  used 
to  pay  the  State's  administrative  costs  including  the  cost  of  planning, 
operating,  evaluating  and  conducting  fiscal  and  substantive  reviews  of  the 
program. 

This  new  approach  will  eliminate  overlapping  planning,  administrative  and 
reporting  procedures.     The  Federal  government  will  have  lower  administrative 
costs  because  there  will  be  less  Federal  involvement.     The  States  will  have  a 
new  flexibility  to  target  funds  to  the  unique  needs  of  their  jurisdictions  at 
a  lower  overall  cost  to  the  Federal  government. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Statement  by  the  Acting  Commissioner  of  Social  Security 

on 

"Limitation  on  Administrative  Expenses" 

The  Limitation  on  Administrative  Expenses  is  a  request  for  authority 
to  spend  up  to  $3,318,680,000  from  the  trust  funds  for  the 
administrative  expenses  of  the  Social  Security  Administration. 

This  account  funds  administration  of  the  retirement,  survivors,  and 
disability  insurance  programs,  Medicare  work  performed  by  SSA,  and 
the  construction  needs  of  the  Social  Security  trust  fund  programs. 
In  addition,  because  SSA  administers  both  trust  fund  and  non-trust 
fund  programs  on  an  integrated  basis  for  purposes  of  economy  and 
efficiency,  the  law  authorizes  payment  of  certain  other 
administrative  expenses  from  this  account,  with  later  full 
reimbursement  from  general  funds.     The  non-trust  fund  work  handled 
in  this  way  includes  work  relating  to  the  Supplemental  Security 
Income  program,  work  associated  with  the  Pension  Reform  Act  of  1974, 
and  the  portion  of  annual  wage  reporting  work  done  by  SSA  for  the 
benefit  of  the  Internal  Revenue  Service. 

Of  the  new  budget  authority  requested: 

$1.0  billion  is  for  administering  the  retirement  and  survivors 
insurance  program;  \ 

$1.1  billion  is  for  the  disability  insurance  program; 

$133.5  million  is  for  SSA's  Medicare  support  functions; 

$773.7  million  is  for  administering  the  SSI  program; 

$55.6  million  is  for  processing  annual  reports  of  earnings; 

$1.7  million  is  for  pension  reform  responsibilities; 

$24.6  million  is  for  the  construction  needs  of  the  Social 
Security  program;  and 

$220  million  is  for  the  contingency  reserve,  which  is  discussed 
later  in  this  statement. 

Budget  Emphases  for  FY  1981  and  FY  1982 


SSA's  administrative  budget  request  reflects  three  general  areas  of 
emphasis  in  FY  1981  -  FY  1982. 
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1 .  Disability  Program  Initiatives 

An  important  task  facing  SSA  during  FY  1981  -  FY  1982  is  orderly 
implementation  of  the  Social  Security  Disability  Amendments  of 
1980,  and  other  related  initiatives  designed  to  reduce  benefit 
outlays  through  tighter  administration  of  disability  programs, 
or  to  provide  better  due  process  for  claimants.     Large  new 
workloads  will  impact  both  SSA  and  the  State  disability 
determination  service  units.     For  example,  SSA's  budget  request 
included  resources  for: 

— The  pre-ef f ectuation  review  of  disability  insurance  and 
supplemental  security  income  blind  and  disabled  cases 
beginning  in  FY  1981. 

— The  periodic  review  of  all  disability  beneficiaries  who  are  not 
permanently  disabled  at  least  once  every  3  years.  Although 
this  review  is  required  to  begin  in  January  1982,  SSA  has 
already  initiated  an  accelerated  continuing  disability  review 
effort  in  view  of  the  benefit  savings  which  will  accrue  as 
ineligible  persons  are  identified  and  removed  from  the  benefit 
rol 1 s . 

— The  provision  to  persons  whose  disability  claim  has  been  denied 
of  a  brief,  non-technical  statement  of  the  reasons  for  the 
denial . 

The  administrative  budget  request  for  these  and  other  disability 
initiatives  totals  $100.2  million  in  1981  and  $222.2  million  in 
1982. 

2 .  Quality  Assurance/Program  Integrity 

Another  important,  and  related,  emphasis  in  the  budget  is  error- 
reduction  and  actions  to  insure  that  only  those  entitled  to 
benefits  receive  them: 

— The  budget  request  for  the  Office  of  Assessment,  which  has  the 
lead  within  SSA  for  measuring  error  rates  and  formulating 
corrective  action  recommendations  is  $87.3  million  for  1981 
and  $97.4  million  for  1982. 

— The  disability  reviews  mentioned  earlier  are  expected  to  save 
$53  million  in  benefits  in  1981  and  $304  million  in  1982. 

— Administrative  efforts  to  uncover  unreported  resources  of  SSI 
applicants  will  save  $35  million  in  benefits  in  1981  and 
$110  million  in  1982. 

— Other  provisions  of  the  Disability  Amendments  of  1980,  which 
tighten  up  on  eligibility  of  aliens  for  SSI  and  which  eliminate 
a  benefit  windfall  when  retroactive  OASDI  benefits  and  SSI 
benefits  are  involved,  will  save  $5  million  in  1981  and 
$39  million  in  1982. 

— A  program  of  recontacts  with  widows  and  widowers  to  determine 
if  remarriage  has  affected  their  entitlement  to  Social 
Security  will  save  $26  million  in  benefits  in  1981  and 
$28  million  in  1982. 
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— Implementation  of  recent  legislation  restricting  benefits  to 
prisoners  (P.L.  96-473)  will  save  $9  million  in  benefits  in 
1981  and  $10  million  in  1982. 

3  .     Critical  Systems  Improvements 

The  budget  request  recognizes  the  critical  need  to  upgrade  SSA's 
systems  capabilities  in  terms  of  both  staffing  and  equipment. 

Full-time  permanent  staffing  for  the  Office  of  Systems  is 
budgeted  to  increase  from  a  level  of  about  2,150  on-duty  at  the 
end  of  1981  to  a  level  of  2,600  by  the  end  of  1982.  This 
increase  will  provide  the , flexibility  to  recruit  critically 
needed  personnel  such  as  experienced  programmers,  systems 
analysts,  hardware  and  procurement  specialists  and  computer 
scientists. 

The  budget  request  also  included  $69.8  million  in  1981  and 
$123.4  million  in  1982  for  automatic  data  processing  and 
telecommunication  equipment  lease  and  purchase,   supplies  and 
contractual  services.     These  funds  will  be  used  for  the  following 
purposes : 

— A  move  to  a  new  computer  center  at  Woodlawn,  Maryland.     The  new 
computer  center  will  provide  better  physical  security  for 
computers  and  data,   specialized  environments  to  suit  the  needs 
of  various  types  of  equipment,  and  uninterruptable  power 
supplies  for  the  computers  to  reduce  down  time. 

— Replacement  of  SSA's  nationwide  telecommunications  systems, 
which  connects  all  of  SSA's  field  offices  with  the  central 
computer  facility,  with  new  equipment  which  will  provide 
faster,  more  reliable  service  to  field  offices  and  the  public. 

— Upgrade  or  replacement  of  a  variety  of  deteriorating  or 
obsolete  data  processing  equipment,  to  increase  operating 
efficiency  and  to  enhance  productivity  for  the  programming 
staff. 

— Contractual  service  agreements  for  computer  time  on  systems 
outside  SSA  for  program  development  and  testing  and  operational 
support.     These  services  are  necessary  until  SSA  can 
competitively  acquire  needed  computer  capacity  for  its  in-house 
computer  program  development  and  testing  facility. 

— Ongoing  ADP  rentals,  maintenance,   software  services  and  supplies. 

Contingency  Reserve 

A  contingency  reserve  has  been  approved  by  the  Congress  each  year  in 
recognition  of  the  non-controllable  nature  of  much  of  the  work  done 
by  SSA,  and  the  need  for  a  capacity  to  respond  rapidly  to  increased 
workloads  or  mandatory  State  agency  costs  not  anticipated  in  the 
budget.     The  contingency  reserve  is  not  available  unless  apportioned 
by  the  Office  of  Management  and  Budget  after  a  determination  that 
the  unanticipated  work  cannot  be  absorbed. 
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This  budget  proposes  full  use  of  the  $50  million  contingency 
reserve  approved  for  FY  1981,  in  order  to  implement  the  provisions 
of  the  Disability  Amendments  of  1980,  enacted  after  submission  of 
the  budget;   to  implement  the  Administration's  program  to  tighten  up 
on  disability  administration;  and  to  meet  workloads  and  other 
mandatory  costs  not  anticipated  in  the  original  1981  budget. 

In  a  1981   supplemental  appropriation,  SSA  has  requested  an  additional 
contingency  fund  of  $67.7  million  in  anticipation  of  the  new  Social 
Security  and  SSI  legislation  proposed  by  the  President,  and  needed 
to  implement  this  legislation  in  a  timely  manner. 

For  1982  SSA  is  requesting  a  contingency  reserve  of  $220  million: 

— $50  million  for  the  normal  contingency  level 

— $170  million  in  anticipation  of  the  President's  proposals. 

The  funds  requested  in  anticipation  of  the  President's  proposals 
will  not  be  used  unless  the  legislation  is  enacted. 

Employment  and  Overtime 

In  developing  its  administrative  budget,  SSA  first  arrives  at  the 
work-years  necessary  to  process  the  estimated  work  that  will  come 
to  the  agency.     Work-year  requirements  are  met  from  three  sources: 
(1)  full-time  permanent  employment,   (2)  part-time  and  temporary 
employment,  and  (3)  overtime. 

SSA's  current  law  budget  request  provides  for  increased  reliance  on 
"all  other"  employment  and  overtime  to  meet  total  agency  work -year 
needs  in  1981  and  1982,  and  still  hold  down  full-time  permanent 
employment  in     the  face  of  increasing  workloads.     Thus,  while  total 
1982  work-year  needs  increase  by  almost  3,900  over  the  1980  level, 
nearly  3,400  work-years  of  the  increase  will  be  met  through  higher 
use  of  "all  other"  employees  and  overtime.     Only  513  work-years 
of  the  increase  will  be  met  through  full-time  permanent  employment. 

1981  Pay  Raise  Supplemental 

The  cost  of  the  9.1  percent  Federal  pay  raise,  which  was  effective 
in  October  1980,  will  amount  to  $158.7  million.     SSA's  revised 
1981  budget  request  assumed  we  would  be  able  to  absorb  $19  million 
of  the  pay  raise,  and  thus  proposed  a  supplemental  appropriation 
of  $139.7  million  for  this  account. 

A  current  analysis  of  spending  trends  indicates  that  largely  due  to 
continuation  of  the  hiring  freeze  and  relatively  low  levels  of  actual 
overtime  use  compared  with  the  budget,  SSA  can  absorb  an  additional 
$25  million  of  the  pay  raise.     We  will  achieve  the  absorption  through 
reductions  of  710  work-years  of  overtime  and  460  work-years  of 
regular  employment.     Thus,   the  1981  pay  raise  supplemental  now 
needed  amounts  to  $114.7  million  for     this  account. 
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Workloads 

SSA  has  been  a  workload-based  administrative  budget,  whose  size  is 
determined  by  workloads  generated  by  provisions  of  the  law  and 
demographic  factors.     Some  examples  of  principal  workloads  for 
1982  are: 

— Process  over  3.9  million  claims  from  retired  workers,  dependents 
and  survivors;  over. 2.1  million  claims  from  disabled  workers  and 
dependents;  and  more  than  1.3  million  SSI  claims. 

— Keep  the  beneficiary  rolls  current  for  over  36.4  million  persons 
under  the  Social  Security  cash  benefit  programs  and  for  over 
4.1  million  SSI  recipients. 

— Complete  more  than  3.7  million  redeterminations  for  SSI  eligibility 
and  payment  amount* 

— Process  346,000  hearings  and  appeals  from  claimants  who  are 
appealing  decisions;  concerning  their  eligibility  and  benefits, 
primarily  in  the  disability  and  SSI  programs. 

— Post  222.4  million  annual  wage  report  items. 

Productivity 

The  Social  Security  Administration  keeps  careful  track  of  its 
productivity,  and  includes  estimates  of  productivity  in  its  annual 
budget  request. 

Since  1972  our  average  annual  productivity  increase  has  been  about 
3  percent.     This  budget  projects  improvements  in  productivity  during 
1981  and  1982  which  are  consistent  with  past  experience,  and  which 
amount  to  3.4  percent  per  year,  or  6.8  percent  over  the  2-year 
period. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Statement  by  the  Acting  Commissioner  of  Social  Security 

on 

"The  Limitation  on  the  Survey  of  Income  and  Program  Particiaption" 

For  1982  we  are  requesting  a  new  approrpation  in  order  to  launch  the 
operational  phase  of  an  intensive  data-gathering  mechanism  for  policy 
and  program  analysis  called  the  Survey  of  Income  and  Program 
Particiaption  (SIPP).     Under  development  by  the  Department  (Office 
of  Assistant  Secretary  for  Planning  and  Evaluation)   since  1975  as 
the  Income  Survey  Development  Program  (ISDP),  SIPP  will  be  a 
national  household  panel  survey  matched  to  wage  and  benefit  data 
from  administrative  records.     It  is  designed  to  produce  data  not 
now  available  on  income,  taxes,  net  worth,  work  experience, 
eligibility,  and  participation  in  the  cash  and  in-kind  benefit 
programs  of  the  Department  and  other  agencies.     SIPP  will  be 
administered  by  SSA's  Office  of  Research  and  Statistics  (ORS). 

Ob  jectives 

There  are  five  major  objectives  of  SIPP: 

— To  allow  more  sophisticated  analyses  of  the  impact  of  program 
changes  or  shifts  in  eligibility  rules  and  benfit  schedules; 

— To  permit  better  estimates  to  be  made  of  outlays  for  proposed 
program  and  policy  changes  relating  to  cash  and  in-kind  benefit 
programs ; 

— To  measure  the  impact  of  current  programs  on  individuals  and 
families,  and  especially  the  joint  receipt  of  benefits  from 
various  government  programs,   such  as  SSI,  Food  Stamps,  and  AFDC; 

— To  measure  the  gaps  between  eligibility  for  and  participation  in 
current  programs,  especially  as  it  regards  individual  and  family 
characteristics ; 

— To  examine  the  circumstances  and  dynamics  of  shifting  between 
benefit  status  and  employment,  and  changes  in  household 
composition,  particularly  with  regard  to  the  impact  of  changes 
in  employment  or  government  programs. 

Presently,   the  best  basic  source  of  data  on  the  distribution  of 
household  and  personal  income  in  the  United  States  is  the  March 
supplement  to  the  Current  Population  Survey  (CPS).     There  is  limited 
space  and  time  for  additional  questions  in  the  CPS,  and  it  is  not 
always  fully  responsive  to  policy  research  needs  of  other  agencies. 
There  are  similar  problems  in  collecting  income  and  program  data 
from  other  major  surveys,   such  as  the  Consumer  Expenditures  Survey. 
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SSA  Management  of  the  Project 

The  Office  of  the  Assistant  Secretary  for  Planning  and  Evaluation 
has  had  the  lead  role  in  developing  the  new  survey.     Since  ASPE 
was  not  considered  an  appropriate  location  for  a  line  operation, 
it  is  proposed  that  the  ongoing  survey  be  managed  by  the  Office 
of  Research  and  Statistics  in  the  Office  of  Policy,  SSA. 

Developmental  Costs 

Through  FY  1980,  approximately  $18  million  was  spent  in  the 
developmental  phases  of  SIPP.     These  funds  have  come  from  HHS 
(ASPE  and  SSA)  and  the  Bureau  of  the  Census. 

1982  and  Future  Funding 

This  survey  is  identified  separately  in  the  budget  so  that  Congress 
can  make  a  clear  decision  at  the  outset  on  whether  to  finance  it, 
with  a  full  understanding  of  the  budget  implications.     The  1982 
request  of  $8,000,000  in  budget  authority  covers  the  first  year  of 
the  initial  two-year  SIPP  "panel".     Most  of  these  obligations  will 
be  agreements  with  other  Federal  agencies  such  as  interviewing 
costs  of  the  Bureau  of  the  Census,  computer  support,  and  sample 
design  support.     About  $900,000  will  cover  the  cost  of  SSA  staff 
salaries  and  related  costs  of  26  full-time  positions  in  1982.  A 
panel  consists  of  repeated  surveys  of  the  same  sample  of 
households  several  times — approximately  five  interviews  at  4-month 
intervals — to  collect  complete  and  detailed  income,  program 
participation,  and  tax  data  for  the  calendar  year  1982.     In  order 
to  complete  this  first  panel  as  presently  planned  it  is  estimated 
that  an  additional  $7,000,000  will  be  required  during  FY  1983. 
A  later  decision  can  be  made  whether  to  expand  the  first  Panel 
or  start  a  new  one. 

Cost  Sharing:     Trust  Funds  and  General  Funds 

Initially,  the  0ASDI  trust  funds  will  fund  the  entire  SSA  cost  of  < 
the  survey.     The  trust  funds  will  then  be  reimbursed  for  the 
general  funds'  appropriate  share  of  the  costs,  plus  interest. 
Current  cost  allocation  projections  assume  a  50-50  sharing  of  costs 
between  the  trust  funds  and  the  general  fund.     The  account, 
Payments  to  Social  Security  Trust  Funds,   includes  $4,000,000  in 
1982,  to  reimburse  the  trust  funds  for  the  general  fund  share  of  th 
surveys' s  costs  during  1982. 
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INTRODUCTORY  REMARKS 

Mr.  Doggette.  The  fiscal  year  1982  request  comes  to  a  total  of 
$166.5  billion  in  budget  authority  and  $172.1  billion  in  outlays, 
including  some  $3.6  billion  in  proposed  legislative  savings. 

As  you  know,  Mr.  Chairman,  the  SSA  budget  totals  include 
Social  Security  Trust  Fund  revenues  and  benefit  payments  which 
are  not  subject  to  the  appropriations  process.  Therefore,  our  1982 
appropriations  request  before  this  committee  totals  $22.5  billion. 

There  are  two  themes  in  the  President's  program  for  economic 
recovery  which  have  significant  bearing  on  our  fiscal  1982  budget. 
SSA's  budget  reflects  the  first  theme,  maintaining  the  social  safety 
net,  mainly  in  the  increases  projected  for  our  major  benefit  pay- 
ment programs.  The  1982  budget  request  for  programs  we  adminis- 
ter is  $16.3  billion  higher  in  outlays  than  the  1981. 

The  second  theme,  slowing  the  growth  of  federal  spending  by 
targeting  resources  on  our  most  pressing  domestic  priorities  and 
tightening  up  on  administration,  while  restoring  State  and  local 
government  to  full  partnership  in  the  Federal  system,  is  expressed 
both  in  the  Administration's  legislative  proposals  and  in  the  appro- 
priation requests  before  you. 

For  example,  in  the  legislative  area  the  Administration  recom- 
mends adoption  of  five  proposals  to  eliminate  peripheral  Social 
Security  payments  such  as  student's  benefits  and  the  minimum 
benefit  without  impairing  the  core  of  the  Social  Security  program. 
These  proposals  will  reduce  Federal  spending  while  contributing  to 
trust  fund  solvency. 

The  Administration  is  also  proposing  to  consolidate  the  energy 
and  emergency  assistance  program  into  a  block  grant  to  provide 
maximum  flexibility  for  States  to  direct  funds  to  areas  of  greatest 
need.  Our  current  law  budget  also  reflects  this  theme  of  slowing 
the  growth  of  federal  spending  in  our  plans  to  achieve  benefit 
savings  by  tightening  up  administration  of  the  disability  program. 

The  general  statement  which  I  have  submitted  for  the  record 
discusses  several  items  that  I  know  are  of  special  interest  to  this 
committee.  I  would  like  to  mention  these  briefly.  Our  field  space 
problems  are  still  with  us.  We  are  very  grateful  for  the  committee's 
continuing  support  in  this  area. 

Our  budget  request  includes  major  staffing  and  funding  increases 
for  the  Office  of  Systems  which  is  responsible  for  ADP  systems 
maintenance  and  development.  Also  in  order  to  meet  rising  work- 
loads, tighten  up  administration  of  the  disability  program  and  staff 
up  the  Office  of  Systems,  we  are  requesting  3,500  more  full  time 
permanent  positions  than  the  actual  level  at  the  end  of  1980,  plus 
additional  temporary  and  part  time  positions  as  well. 

To  keep  employment  increases  low,  we  are  requesting  additional 
overtime. 

In  addition  to  these  staffing  and  overtime  increases,  we  have 
requested  increases  in  the  contingency  reserve  of  $68  million  in 
1981  and  $170  million  in  1982,  in  anticipation  of  enactment  of  the 
President's  proposed  Social  Security  legislation.  To  the  extent  the 
legislation  is  not  enacted,  the  funds  will  not  be  used.  However,  the 
contingency  reserve  increase  will  enable  us  to  implement  the  pro- 
posals quickly  upon  enactment. 
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We  have  recommended  several  changes  in  appropriations  lan- 
guage which  will  be  of  interest  to  you,  particularly  a  proposal  to 
replace  the  existing  borrowing  authority  in  the  Assistance  Pay- 
ments account  with  an  advance  appropriation  to  fund  advanced 
grants  for  the  first  quarter  of  the  succeeding  fiscal  year. 

The  appropriation  request  assumes  payment  error  rate  estimates 
for  1982  of  four  percent  in  SSI,  down  from  the  current  level  of 
about  five  percent  and  8.8  percent  in  AFDC,  down  from  9.5  percent 
for  the  last  reporting  period  for  which  data  are  available. 

In  the  trust  fund  programs  initial  results  from  very  limited 
quality  appraisal  reviews  indicate  an  OASI  payment  error  rate  of 
about  one-fourth  of  one  percent  and  a  disability  payment  error  rate 
of  about  19  percent. 

While  much  more  work  needs  to  be  done  to  establish  fully  valid 
measures  of  DI  payment  accuracy,  we  are  convinced  we  need  to 
devote  many  more  resources  to  improving  the  integrity  of  the 
disability  rolls.  There  are  major  increases  in  the  budget  for  this 
purpose. 

Mr.  Chairman,  that  concludes  my  introductory  remarks.  My  col- 
leagues and  I  would  be  pleased  to  respond  to  any  questions  the 
committee  may  have. 

Mr.  Natcher.  Thank  you,  Mr.  Doggette. 

CONFIRMATION  OF  NEW  COMMISSIONER 

Now,  you  are  the  Acting  Commissioner.  We  are  just  wondering 
now  as  to  when  a  new  Commissioner  will  be  confirmed?  Do  you 
have  any  information  along  that  line? 

Mr.  Doggette.  The  Administration  has  designated  a  new  Com- 
missioner. As  a  matter  of  fact,  his  confirmation  hearing  is  sched- 
uled to  take  place  this  morning  before  Senator  Dole's  committee. 

Mr.  Natcher.  This  new  Commissioner's  name  is  Mr.  

Mr.  Doggette.  Mr.  John  Svahn. 

Mr.  Natcher.  How  do  you  pronounce  that? 

Mr.  Doggette.  Svahn.  S-V-A-H-N. 

Mr.  Natcher.  If  you  would  insert  in  the  record  at  this  point  a 
biographical  sketch  of  both  yourself  and  Mr.  Svahn. 
[The  information  follows:] 

Department  of  Health  and  Human  Services 

social  security  administration 

Name 

Herbert  R.  Doggette,  Jr. 
Position 

Acting  Commissioner,  Social  Security  Adminsitration,  Department  of  Health  and 
Human  Services,  since  January  1981. 

Former  positions 

Deputy  Commissioner  for  Operations,  Social  Security  Administration,  July  1979— 
January  1981. 

Associate  Commisstioner  for  Mangement,  Budget,  and  Personnel,  Social  Security 
Administration,  January  1979-July  1979. 

Acting  Deputy  Assistant  Secretary  for  Equal  Opportunity  Programs,  Department 
of  Health,  Education  and  Welfare,  April  1978-December  1978. 

Deputy  Director,  Bureau  of  Retirement  and  Survivors  Insurance,  Social  Security 
Administration,  August  1975-April  1978. 


202 


Assistant  Bureau  Director,  Administration,  Bureau  of  Retirement  and  Survivors 
Insurance,  Social  Security  Administration,  June  1973-August  1975. 

Director,  Labor  Relations  and  Equal  Opportunity  Staff,  Bureau  of  Retirement  and 
Survivors  Insurance,  Social  Security  Administration,  September  1969-June  1973. 

Congressional  Fellowship  Program,  November  1968-August  1969. 

Other  operational  and  management  postitions  with  Social  Security  Administra- 
tion, September  1958-November  1968. 

Military  Service,  U.S.  Army,  July  1954-July  1956. 

Education 

University  of  Maryland,  BA — Business  Administration  1957;  George  Washington 
University,  MPA,  June  1978. 

Awards 

Social  Security  Administration  Commissioner's  Citation,  1966  and  1973. 
Secretary's  Special  Citation,  1979. 
National  Civil  Service  League  Award,  1980. 

Awarded  Rank  of  "Distinguished  Executive"  in  the  Senior  Executive  Service, 
1980. 

Personal  data 

Born  in  Brooklyn,  New  York,  on  December  7,  1933.  Married  with  three  children. 


Department  of  Health  and  Human  Services 
social  security  administration 

Name 

John  A.  Svahn. 

Position 

Commissioner-designate,  Social  Security  Administration — March  3,  1981. 
Former  positions 

Private  Consultant  on  management  problems  and  public  policy  since  1979. 

Manager,  Government  Services  for  Deloitte  Haskins  and  Sells,  Certified  Public 
Accountants  and  Management  Consultants,  1976-1979. 

Administrator,  U.S  Social  and  Rehabilitation  Service,  and  Director,  U.S.  Office  of 
Child  Support  Enforcement,  1975-1976. 

Deputy  Administrator.  U.S.  Social  and  Rehabilitation  Service  1974-1975. 

Commissioner,  Assistance  Payments  Administration  1973-1974. 

Acting  Commissioner,  Community  Services  Administration  1973-1974. 

Consultant  to  the  Executive  Office  of  the  President,  Office  of  Management  and 
Budget  1972-1973. 

Director,  Department  of  Social  Welfare,  State  of  California  1971-1973. 

Military  Service,  U.S.  Air  Force,  1966-1968. 

Education 

University  of  Washington,  B.A. — Political  Science  1966. 
University  of  the  Pacific,  McGeorge  School  of  Law  1969-1973. 
Georgetown  University,  School  of  Law  1973-1974. 

Awards 

H.E.W.  Secretary's  Special  Citation. 

Commendation  from  the  National  Welfare  Fraud  Association. 
H.E.W. — Administrator's  Award  of  Achievement. 

Wests  Publishing  Award— Most  Outstanding  Contribution  to  Legal  Scholarship. 
Personal  data 

Born  in  New  London,  Connecticut,  on  May  13,  1943.  Married,  three  children. 
SENIOR  EXECUTIVE  SERVICE  POSITIONS 

Mr.  Natcher.  How  many  of  the  senior  positions  at  Social  Secu- 
rity are  currently  vacant? 
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Mr.  Doggette.  We  currently  have  some  82  senior  executive  posi- 
tions at  the  Social  Security  Administration.  Sixty  of  those  positions 
are  currently  filled  giving  us  22  vacancies. 

Mr.  Natcher.  If  you  will,  in  the  record  place  a  list  of  all  the 
Senior  Executive  Service  positions,  at  Social  Security  with  the 
names  of  the  persons  in  each  job. 

Mr.  Doggette.  Yes  sir. 

[The  information  is  available  in  the  committee  files.] 

PLANS  FOR  FUTURE  REORGANIZATION 

Mr.  Natcher.  Do  you  know  whether  Mr.  Svahn  plans  any  major 
reorganization  of  the  Social  Security  Administration  if  he  is  con- 
firmed? 

Mr.  Doggette.  At  this  point,  Mr.  Chairman,  Mr.  Svahn  has  not 
given  any  indication  that  he  intends  any  major  reorganization  at 
the  Social  Security  Administration.  I  have  discussed  the  matter 
with  him  briefly  and  he  is  aware  of  the  reports  that  have  been 
submitted  about  the  Social  Security  Administration  and  may  have 
some  ideas,  but  at  this  point  he  has  not  shared  them  with  us. 

Mr.  Natcher.  If  you  will,  insert  in  the  record  at  this  point  a  copy 
of  current  organizational  chart,  with  the  names  of  the  individuals 
currently  heading  up  each  of  your  major  operating  programs  and 
staff  offices. 

Mr.  Doggette.  Yes  sir. 

[The  information  follows:] 
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FISCAL  YEAR  1982  APPROPRIATIONS  REQUEST 

Mr.  Natcher.  What  is  the  total  budget  of  Social  Security  Admin- 
istration being  proposed  for  fiscal  year  1982  and  how  much  of  this 
requires  appropriations  action? 

Mr.  Doggette.  The  total  budget  outlay  for  fiscal  1982  is  $172.1 
billion.  The  amount  requiring  appropriations  action  is  $22.5  billion. 

administration's  legislative  program 

Mr.  Natcher.  While  Social  Security  programs  are  for  the  most 
part  included  in  the  so-called  social  safety  net,  you  are  still  plan- 
ning a  number  of  legislative  changes.  What  is  your  schedule  for 
submitting  your  proposals  to  the  Congress? 

Mr.  Doggette.  I  would  like  to  ask  Mr.  Myers  to  respond  to  that 
question. 

Mr.  Natcher.  Go  right  ahead. 

Mr.  Myers.  Thank  you,  Mr.  Chairman. 

As  you  know,  in  the  President's  budget  there  were  several  legis- 
lative changes  recommended  in  the  provisions  of  the  Social  Secu- 
rity program.  In  general,  these  were  for  relatively  small  peripheral 
items  such  as  elimination  of  the  lump  sum  death  payment,  elimi- 
nation of  the  minimum  benefit,  elimination  of  the  student  benefit 
on  a  phased-out  basis. 

The  Secretary  some  weeks  ago  established  a  working  group  to 
take  a  broader  look  at  the  situation  to  see  what  other  changes 
should  be  made  to  assure  the  viability  and  the  financial  integrity 
of  the  Social  Security  system  over  at  least  the  short  range.  This 
working  group  is  now  very  hard  at  work  on  this  matter  and  will 
come  forth  with  some  rcommendations  very  shortly.  But  as  yet, 
there  have  been  no  final  decisions  made. 

Mr.  Natcher.  If  you  will,  insert  in  the  record  at  this  point  a  list 
of  all  of  your  legislative  proposals  with  the  cost  or  savings  associat- 
ed with  each. 

Mr.  Doggette.  Yes  sir,  Mr.  Chairman,  we  will  do  that. 
[The  information  follows:] 
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COST  OF  ADMINISTRATION'S 
LEGISLATIVE  PROPOSAL 

The  Administration  has  proposed  three  bills  which  will  impact  on 
the  Social  Security  Administration's  budget: 

"Social  Security  Amendments  of  1981 

^Social  Welfare  Amendments  of  1981 

^Energy  and  Emergency  Assistance  Block  Grant  Act 

The  following  is  a  summary  of  the  program  cost  impact  of  each  bill 
(in  millions  of  dollars) 

Social  Security  Amendments  of  1981 

Proposal,  1981  1982  1983 

1.  Elimination  of  child's  insurance 
benefits  in  the  case  of  children 
age  18  through  22  who  attend  post- 
secondary  school  

2.  Restrictions  on  beneficiaries  of  the 
lump-sum  death  payment  

3.  One  month  retroactivity  of  widows'  and 
widowers'  benefits  

4.  Continuation  of  benefits  of  disabled 
widow  or  widower  who  marries  a  retired 
or  disabled  worker  

5.  Technical  and  Conforming  Amendments 
to  the  Maximum  Family  Benefit 
Provision  

6.  Modification  of  Penalties  for  failure 
to  make  a  timely  report  of  excess 
earnings  

7.  Rounding  of  primary  insurance  amounts 
and  insurance  benefits  to  the  nearest 
multiple  of  ten  cents  

8.  Repeal  of  minimum  benefit  provision... 

9.  Elimination  of  use  of  trust  funds  to 
pay  for  vocational  rehabilitation 
services  for  disabled  beneficiaries... 

10.     Recency  of  work  test  for  disability 

benefits  

"Negligible  costs  or  savings. 


-35  -1,030  -1,675 

0  -150  -200 

0  +8  +9 

0  +1.  +2 

*  *  * 

0  +14  +15 

0  -8  -37 

-50  -1,000  -1,100 

0  -87  -87 

-5  -120  -350 
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1981  1982  1983 


11.     Reduction  in  disability  benefits 
on  account  of  other  related 
payments;  extension  of  offset 
to  disabled  worker  beneficiaries 
aged  62  through  64  and  their 
families;  change  in  month  in 
which  payments  are  offset  , 


-43  -85 


12.     Pension  Reform  Act:  Cost 

reimbursement   0  -1  -2 


Social  Welfare  Amendments  of  1981 
Proposal  1981  1982  1983 

AFDC 

1.  Determination  of  income  and  [ 
resources  of  AFDC   0  _116  -120 

2.  Income  of  stepparents  or  other 
persons  living  with  dependent 

child   0  -162  -166 

3.  Disregards  from  earned  income  for 

AFDC   0  -322  -331 

4.  Treatment  of  income  in  excess  of 

the  standard  of  need   0  -5  -5 

5.  Treatment  of  earned  income  advance 

amount  in  AFDC   0  -44  -42 


6.  Income   limit  for  AFDC  eligibility.  0 

7.  Community  work  experience  program.  0 


* 
-3  7 


8.  Intergovernmental  recipient 

information  system   0  +1  +6 

9.  Access  to  AFDC  information   0  *  * 

10.  Effect  of  Participation  in  a 

strike  on  eligibility  for  AFDC.   0  -5  -5 

11.  Age  limit  of  dependent  child   0  -65  -66 

12.  Limitation  on  AFDC  to  pregnant 

women   0  -23  -23 

13.  Eligibility  for  AFDC  by  reason  of 

the  unemployment  of  a  parent   0  Less  than 

$5  million/year 

"^Negligible  costs  or  savings 


78-993   O— 80- 
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14.  Applicability  of  the  work 
registration  requirement  

15.  Retrospective  budgeting  and 
monthly  reporting  

16.  Prohibition  against  payment  of  aid 
in  amounts  below  specified  minimum 
level  

17.  Removal  of  limit  on  restricted 
payments  in  a  State's  AFDC 
program  

18.  Adjustment  for  incorrect  payments. 

19.  Liens  on  homes  of  recipients  

20.  Requirement  of  citizenship  or 
legally  present  alien  status  

21.  Attribution  of  sponsor's  income 
and  resources  to  aliens  

22.  Reduced  Federal  matching  of  State 
and  local  training  costs  

23.  Federal  Share  of  State  and  local 
administrative  savings  for  these 
provisions  

Child  Support  Enforcement 

1.  Internal  revenue  service 
collection  of  past-due  child 
support  and  alimony  

2.  Collection  of  support  for  certain 
adults  

3.  Cost  of  Collections  for  Non-AFDC 
families  

4.  Source  of  incentive  payments  to 
cooperating  jurisdictions  

5.  Child  support  obligations  not 
discharged  by  bankruptcy  

^Negligible  costs  or  savings. 


1981  1982  1983 

0  0  0 

0  -68  -176 

0  *  * 

0  *  * 

0  -115  -110 

0  *  * 

0  0  0 

0  -15  -15 

0  -21  -23 

0  -105  -111 

0  -27  -30 

0  -23  -23 

0  -45  -49 

0  -61  -69 

0  -17  -21 
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1981  1982 


1983 


Supplemental  Security  Income 

1.     Limitation  of  the  SSI  mandatory 
pass  through  and  hold  harmless 
provisions  , 


2.  Funding  of  Rehabilitation 
services  for  blind  and 
disabled  SSI  recipients  , 

3.  Retrospective  budgeting  for  SSI 
benef  it  s  

4.  Attribution  of  sponser's  income 
and  resources  


This  provision,  would, 
over  time  eliminate 
the  hold  harmless 
program  entirely  saving 
approximately 
$40  million/year.  Under 
present  law,  the 
President's  Budget 
provides  no  funding 
for  hold  harmless 
payment  in  1982. 


0        -20  -20 


0        -60  -60 


Energy  and  Emergency  Block  Grant  Act 
Proposal 

To  consolidate  and  improve  Federal  grants 
to  States  for  home  energy  and  emergency 
assistance  to  low-income  households  


1982-1985 


$1 .4  billion/year 


"'Negligible  costs  or  savings. 

Note:     Estimates  exclude  Federal  administrative  costs. 
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Mr.  Doggette.  I  should  add  that  we  do  have  before  the  Congress 
proposed  Social  Security  amendments  for  1981  on  Title  II  and 
recently  the  energy  and  emergency  assistance  block  grants  propos- 
al was  transmitted  to  the  Congress. 

LEGISLATIVE  CHANGES  THROUGH  APPROPRIATIONS  LANGUAGE 

Mr.  Natcher.  How  many  of  these  legislative  changes  are  you 
asking  this  committee  to  approve  through  appropriations  lan- 
guage? 

Mr.  Myers.  All  of  the  changes  insofar  as  the  Social  Security 
system  are  concerned  would  be  legislated — legislative  routing 
would  be  through  the  Ways  and  Means  Committee,  not  through 
the  appropriations  process. 

Mr.  Doggette.  Mr.  Chairman,  I  would  like  for  Mr.  Montell  to 
add  to  that  answer,  please. 

Mr.  Montell.  The  Administration  is  proposing  appropriations 
language  for  the  Energy  and  Emergency  Assistance  Grant  program 
and  our  appropriation  request  assumes  enactment  of  new  substan- 
tive legislation.  The  budget  request  for  the  SSI  appropriation  in- 
volves a  request  not  to  appropriate  funds  for  the  hold  harmless 
program. 

In  the  Limitation  on  Administrative  Expenses  account,  we  are 
requesting  restoration  of  the  75-mile  limit  when  paying  SSI  travel 
expenses,  although  according  to  the  lawyers,  current  law  requires 
us  to  pay  all  travel  expenses  for  the  SSI  program.  In  the  SSI 
appropriation  the  budget  reflects  a  decision  not  to  request  funds  to 
carry  out  Section  1620  of  the  Social  Security  Act,  which  involves  a 
three  year  pilot  program  of  medical  and  social  services  for  certain 
handicapped  persons. 

Mr.  Natcher.  Now,  the  changes  that  we  have  before  the  commit- 
tee, that  you  have  discussed,  Mr.  Doggette,  you  and  your  associates, 
are  these  changes  also  being  requested  of  the  Ways  and  Means 
Committee?  The  changes  that  you  have  discussed  with  the  commit- 
tee, any  or  all  of  them,  will  they  go  before  the  Ways  and  Means 
Committee? 

Mr.  Montell.  I  can  give  you  the  current  status  on  that.  The 
Energy  and  Emergency  Assistance  Grant  program  proposal  has 
been  requested  by  the  Administration  through  substantive  legisla- 
tion. I  am  not  sure  whether  that  goes  through  the  Ways  and  Means 
Committee  or  another  committee  of  Congress.  Is  that  Ways  and 
Means? 

Mr.  Natcher.  Yes. 

Mr.  Montell.  The  proposal  involving  payment  for  travel  ex- 
penses, in  the  limitation  account,  has  not  yet  gone  to  Congress,  but 
legislation  is  being  considered  within  the  Social  Security  Adminis- 
tration. For  the  hold-harmless  proposal,  no  legislation  has  yet  come 
up  to  Congress  but  it  is  under  consideration  in  the  Administration. 
What  we  are  essentially  asking  here  is  that  you  simply  not  appro- 
priate funds  for  that  program. 

For  the  proposal  involving  the  1620  projects,  there  is  no  current 
plan  that  I  know  of  to  request  legislation.  What  we  are  simply 
doing  here  is  not  requesting  funds  for  that  program  which  is  a  new 
one. 
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Mr.  Natcher.  Now,  if  you  will,  in  the  record  at  this  point,  insert 
a  list  of  each  of  these  substantive  law  changes  which  you  are 
proposing  throughout  the  appropriations  process,  with  a  short  de- 
scription of  why  the  change  is  necessary  and  the  amount  of  money 
involved.  If  you  will  turn  that  over  to  Mr.  Stephens,  we  will  place 
it  in  the  record  at  this  point. 

Mr.  Doggette.  Yes  sir,  we  will  do  that. 

[The  information  follows:] 

Substantive  Law  Changes  Proposed  in  Appropriations  Language 

There  are  three  substantive  law  changes  which  are  being  proposed  in  the  appro- 
priations process  as  follows: 

Payment  for  SSI  travel  expenses  (limitation  on  administrative  expenses). — This 
language  change  would  limit  payment  of  SSI  claimant  travel  expenses  to  distances 
of  more  than  75  miles.  The  Disability  Amendments  of  1980  contained  language 
which,  according  to  the  lawyers,  requires  payment  for  all  SSI  claimant  travel  for 
medical  exams,  and  all  travel  by  SSI  claimants,  representatives  and  witnesses  to 
hearings,  regardless  of  distance.  This  Administration  is  proposing,  as  did  the  Carter 
Administration,  appropriation  language  which  would  permit  SSA  to  pay  for  this 
travel  only  if  it  involves  a  distance  of  more  than  75  miles.  This  change  would  make 
travel  payment  policy  for  SSI  consistent  with  that  for  title  II.  The  change  would 
save  $1.2  million  in  fiscal  year  1982. 

Eliminations  of  funding  for  hold  harmless  (supplemental  security  income  appropri- 
ation).— This  language  change  would  eliminate  funding  in  1982  for  hold  harmless. 
Presently  the  hold  harmless  program  benefits  only  three  States — Hawaii,  Massachu- 
setts, and  Wisconsin.  The  intent  of  the  original  hold  harmless  provision,  enacted 
when  the  SSI  program  began,  was  to  provide  States  with  transitional  assistance  so 
that  they  would  not  face  a  large  increase  in  cost  from  increased  caseloads  resulting 
from  the  new  Federal  SSI  program  eligibility  criteria  when  the  States  wanted  to 
supplement  the  Federal  SSI  payment.  That  purpose  has  been  fulfilled,  and  the 
Administration  does  not  believe  that  the  funding  program  should  be  continued  for 
this  program.  The  effect  of  this  change  would  be  a  savings  in  fiscal  year  1982  of 
$38.3  million. 

1620  pilot  project  (SSI  appropriation). — This  language  change  makes  explicit  SSA's 
intent  not  to  carry  out  in  fiscal  year  1982  the  pilot  program  of  medical  and  social 
services  authorized  by  Section  1620  of  the  Social  Security  Act.  The  Disability 
Amendments  of  1980  authorized  this  pilot  program  under  which  the  States  could 
provide  medical  and  social  services  to  persons  with  severe  impairments  whose 
earnings  exceed  the  substantial  gainful  activity  limits,  and  who  do  not  receive  SSI, 
special  benefits  or  Medicaid.  This  is  a  new  program  which  the  Administration  feels 
cannot  be  afforded  under  current  tight  fiscal  conditions.  We  are  using  the  vehicle  of 
the  SSI  appropriations  language  to  make  explicit  the  fact  that  we  are  not  requesting 
funding  for  this  project  in  1982;  but  are  not  proposing  legislation  to  repeal  this 
authorization.  This  change  will  result  in  a  savings  of  $6  million  in  fiscal  year  1982. 

In  addition  to  these  three  substantive  changes,  we  are  requesting  funds  for  the 
Energy  and  Emergency  Assistance  Block  Grant  Programs  and  administrative  ex- 
penses to  implement  the  President's  Program  for  Economic  Recovery,  contingent  on 
enactment  of  these  two  substantive  legislative  proposals  by  the  Congress. 

Mr.  Natcher.  Mr.  Early,  I  yield  to  you. 

ADMINISTRATIVE  COSTS 

Mr.  Early.  Thank  you,  Mr.  Chairman. 

Mr.  Doggette,  what  is  the  administrative  cost  of  Social  Security? 

Mr.  Doggette.  Mr.  Early,  administrative  outlays  for  fiscal  1982 
are  estimated  to  be  $3.2  billion. 

Mr.  Early.  What  were  they  in  1981? 

Mr.  Doggette.  Fiscal  1981  they  were  $2.9  billion,  sir. 

Mr.  Early.  What  proportion  is  administrative  costs  of  adminis- 
trative costs  and  program  costs? 

Mr.  Doggette.  Administrative  costs  in  terms  of  total  outlays  in 
the  program  represents  somewhat  less  than  two  percent,  sir. 
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DISABILITY  ERROR  RATE 

Mr.  Early.  In  your  statement,  your  summary,  you  mentioned 
the  disability  fund  and  a  19  percent  error  rate.  What  is  the  error 
rate  in  that  particular  fund,  and  what  has  it  been  for  the  last  three 
years? 

Mr.  Schutzman.  Mr.  Early,  this  is  the  first  time  we  have  gath- 
ered this  kind  of  data.  This  was  a  new  quality  assurance  program. 
It  was  a  pilot  only.  It  is  not  an  official  error  rate.  We  think  the 
number  is  soft.  What  we  did  was  take  a  sample  of  people  on  the 
disability  rolls  in  April  of  1979  and  redeveloped  those  cases.  Indica- 
tions are  that  the  error  rate  is  about  20  percent  of  the  people  in 
that  sample  may  not  be  disabled.  This  is  a  very  serious  problem 
and  we  are  taking  some  very  substantive  action  to  try  to  correct  it. 

At  the  present  time,  we  are  also  conducting  a  second  pilot  before 
we  have  an  official  system  because  it  is  a  very  complex  program. 
The  data  from  the  second  pilot  will  be  available  sometime  in  July 
or  August  of  this  year.  We  intend  to  have  a  fully  established 
ongoing  system  of  review  starting  in  the  fall  of  this  year  to  contin- 
ue to  measure  our  problems  and  to  try  to  develop  some  corrective 
action  for  those  problems. 

Mr.  Early.  Fine.  Social  Security  has  probably  been  the  best 
administered  system  we  have,  often  criticized  because  of  its  size, 
but  probably  the  best  I  have  seen  in  operation.  That  20  percent 
error  rate  jumped  out  at  me.  We  have  had  that  in  other  welfare 
programs  but  not  in  Social  Security.  You  suggested  that  the  error 
rate  in  your  other  programs  was  less  than  one  percent? 

Mr.  Doggette.  Yes  sir,  less  than  one  percent  for  the  OASI  pro- 
gram. 

TRUST  FUND  FINANCING 

Mr.  Early.  I  am  pleased  to  see  you  are  going  to  pursue  that.  Tell 
me,  Mr.  Doggette,  in  what  year  did  we  pass  that  increase  in  Social 
Security  withholding,  the  one  that  went  into  effect  this  January? 

Mr.  Doggette.  The  1977  amendments  established  those. 

Mr.  Early.  During  that  discussion  there  were  numerous  com- 
ments that  if  we  voted  for  that,  which  I  did,  we  would  have 
surpluses  by  1985,  by  1990.  By  2000  we  were  going  to  have  a  $20 
billion  surplus. 

Mr.  Myers.  Mr.  Early,  under  the  amendments  that  were  enacted 
in  1977,  which  were  based  on  the  actuarial  cost  estimates  made  at 
that  time — the  best  ones  available — it  was  assumed  that  cost  of 
living  conditions  would  be  reasonably  favorable  as  they  had  been  in 
1976.  In  other  words,  that  wages  would  rise  at  least  as  rapidly  as 
prices,  in  fact  slightly  more  rapidly  than  prices,  as  had  been  the 
case  over  most  of  the  past  years — not  in  1974  and  1975,  but  previ- 
ous to  that. 

As  you  know,  the  experience  in  the  last  three  years  as  to  wages 
and  prices  was  such  that  prices  have  risen  much  more  rapidly  than 
wages.  This  creates  a  great  financing  problem  for  the  Social  Secu- 
rity system  because  benefits  are  automatically  adjusted  for  changes 
in  prices  and  the  increase  in  income  to  the  system  in  essence 
depends  on  the  increase  in  wages.  The  system,  being  on  a  more  or 
less  pay-as-you-go  or  current-cost  basis,  was  intended  to  be  relative- 
ly close  balance  as  between  income  and  outgo.  Under  the  actual 
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experience  as  to  the  cost-of-living  changes,  the  result  has  been  the 
very  unfavorable  financial  situation  that  we  are  in  at  the  moment. 

The  Disability  Insurance  Trust  Fund,  as  it  happens,  is  in  quite 
good  shape  because,  despite  these  error  rates  that  have  been  talked 
about,  the  disability  experience  since  1977  has  been  very  good.  In 
other  words,  relatively  far  fewer  people  are  becoming  disabled  than 
had  been  the  experience  just  before  the  1977  amendments  were 
enacted.  So  the  Disability  Insurance  Trust  Fund,  despite  the  ad- 
verse cost-of-living  experience,  is  in  a  strong  position  because  of  the 
good  disability  experience. 

Over  the  long  range,  if  cost-of-living  experience  improves,  the 
OASI  Trust  Fund  will,  from  1990  on,  build  up  very  large  fund 
balances.  The  problem  is  how  do  you  get  to  the  1990's  without 
having  the  fund  run  too  low. 

Mr.  Early.  That  is  our  business.  You  sit  over  there,  we  sit  up 
here.  We  are  supposed  to  see  these  things.  Our  projections  for 
Social  Security,  even  with  all  the  experts  we  listened  to,  weren't 
too  accurate  back  in  1977.  They  suggested  that  if  we  voted  for  those 
very  substantial  increases,  that  the  funds  were  going  to  be  solvent. 
We  voted  for  them  and  here  we  are  back  with  reasons  why  they 
are  not  solvent  again.  That  bothers  me.  It  bothers  me  that  you 
suggest  the  disability  fund  is  running  fairly  well,  that  there  hasn't 
been  the  increased  caseload  or  benefits  or  whatever.  Yet  you  have 
got  a  20  percent  error  rate. 

Mr.  Myers.  The  20  percent  error  rate  is  measured  not  with 
regard  to  the  new  people  coming  on  the  rolls,  but  rather  by  exam- 
ining the  people  on  the  rolls.  In  other  words,  there  were  errors  in 
adjudication — too  many  people  were  admitted  to  the  rolls  years 
ago,  but  for  those  currently  coming  on  the  rolls,  I  do  not  believe 
that  a  20  percent  error  rate  applies. 

Mr.  Early.  I  see.  So  it  is  errors  that  have  been  made  in  the  past? 

Mr.  Doggette.  Yes. 

Mr.  Schutzman.  In  addition  to  people  recovering,  there  have 
been  advances  in  medical  science.  We  have  treatments  for  coronary 
bypass,  chemotherapy  for  cancer  patients,  hip  replacements  and  so 
forth.  So  there  have  been  advances  in  the  medical  science  field  and 
recoveries  which  have  not  been  reported  to  us. 

Mr.  Early.  Which  haven't  come  off  the  rolls? 

Mr.  Schutzman.  Yes. 

Mr.  Early.  Is  it  inevitable  we  are  going  to  take  the  disability 
funds  and  the  other  fund  out  of  Social  Security,  Mr.  Doggette,  in 
your  professional  opinion? 

Mr.  Doggette.  I  would  like  to  refer  that  to  Mr.  Myers,  who  is 
our  real  expert. 

Mr.  Myers.  Mr.  Early,  I  do  not  believe  that  is  at  all  necessary. 
As  some  people  say,  disability  is  merely  a  matter  of  early  retire- 
ment. So  it  is  an  insurable  risk  under  the  social  insurance  program 
just  as  much  as  old  age  benefits  or  survivor  benefits. 

Mr.  Early.  The  three  options  we  have  are  to  either  remove  those 
two  funds  from  Social  Security,  to  go  into  general  funds,  or  to  do 
what  we  did  in  1977.  We  are  not  going  to,  I  hope,  increase  with- 
holding again.  So  that  means  we  are  down  from  three  options  to 
two.  If  the  increase  is  potential,  then  the  general  funds  are  off; 
then  we  withdraw  those  two  funds  from  your  administration. 
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Mr.  Myers.  No,  I  believe  there  are  other  options. 

Mr.  Early.  Those  are  the  three  most  talked  about. 

Mr.  Myers.  Some  of  the  other  options  include  reducing  benefit 
out-go  in  various  ways.  For  example,  one  way  would  be  to  tighten 
up  the  requirements  of  the  disability  program,  or  to  put  on  the  so- 
called  disability  megacap  so  as  to  ensure  that  people  are  not  draw- 
ing more  in  governmental  diability  benefits  than  they  were  previ- 
ously receiving  in  earnings. 

ELIMINATION  OF  STUDENT  BENEFITS 

Mr.  Early.  Yes.  They  are  suggesting  that.  I  am  a  little  alarmed 
about  a  couple  of  statements  where  it  is  suggested  that  we  are 
tightening — not  really  major  things.  When  you  get  into  student 
benefits,  an  awful  lot  of  people  aren't  going  to  be  able  to  come  up 
with  a  substitute  if  we  eliminate  them.  That  is  being  referred  to 
throughout  the  media  as  small  change,  but  I  don't  see  it  as  small 
change? 

Mr.  Myers.  As  you  indicate,  there  are  many  other  educational 
grant  programs  that  have  been  put  into  operation  since  the  student 
benefits  were  first  legislated. 

Mr.  Early.  But  they  are  going  to  be  reduced,  too.  The  Adminis- 
tration is  taking  savings  on  those  things  in  other  areas,  and  then 
they  are  eliminating  them  in  Social  Security,  saying  they  would  be 
picked  up  by  other  programs  that  have  been  in  effect  in  the  past. 

They  talk  about  alleviating  this  problem  by  having  the  students 
go  to  BEOGS  and  SEOGS,  and  to  student  loans.  But  at  the  same 
time,  this  committee  is  hearing  testimony  that  we  are  going  to  cut 
them  back  also.  We  can't  be  saying  we  are  going  to  relieve  you  of 
that  expense  because  it  is  going  to  be  associated  somewhere  else, 
since  it  is  not  going  to  be  absorbed. 

SSI  HOLD  HARMLESS 

Mr.  Doggette,  in  those  SSI  programs,  what  are  the  three  States 
that  still  receive  benefits  under  the  hold-harmless? 

Mr.  Montell.  Hawaii,  Wisconsin  and  Massachusetts. 

Mr.  Early.  What  does  Massachusetts  receive  money  for  under 
the  hold-harmless? 

Mr.  Montell.  How  much  money? 

Mr.  Early.  No.  What  program  put  them  into  that? 

Mr.  Montell.  Well,  the  hold-harmless  program  had  its  origin  in 
the  original  SSI  legislation.  The  original  idea  of  hold-harmless  was 
to  address  the  situation  where,  under  the  new  SSI  program  the 
Federal  Government  was  paying  a  basic  benefit  that  was  higher 
than  the  states  had  paid,  and  more  people  were  eligible  for  SSI 
than  had  been  eligible  for  adult  assistance,  when  the  States  admin- 
istered it  prior  to  January,  1974. 

The  SSI  legislation  also  provided  that  states  could  supplement 
the  basic  federal  benefit.  The  States  at  the  time  the  legislation  was 
under  consideration  were  concerned — those  that  wanted  to  supple- 
ment like  Massachusetts — that  they  not  be  socked  with  a  bill  for 
supplementation  that  was  much  higher  than  what  they  had  been 
paying  under  their  existing  programs  because  the  Federal  Govern- 
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ment  had  liberalized  the  standards  and  let  more  people  into  SSL  So 
this  hold-harmless  provision  was  enacted. 

Mr.  Early.  Wasn't  the  Federal  Government  telling  the  States,  if 
you  do  this,  we  will  hold  you  harmless  and  won't  give  you  less  than 
we  have  given  you  before? 

Mr.  Montell.  That  is  correct. 

Mr.  Early.  Now  you  are  changing  this? 

Mr.  Montell.  Well,  the  original  SSI  law  was  changed  down  the 
road  in  1976.  If  it  hadn't  been  changed  in  1976,  no  States  would 
currently  be  receiving  hold-harmless.  Most  of  the  States  that  were 
protected  by  the  original  transitional  provision  dropped  off  because 
the  protection  was  sufficient.  But  there  was  special  legislation  en- 
acted in  1976  mandating  the  pass-along  by  the  States  of  the  annual 
federal  cost-of-living  increase.  It  reinstituted  the  hold-harmless  pro- 
vision to  negate  the  pass-along  caused  by  the  automatic  federal 
benefit  increase. 

What  we  have  today  is  hold-harmless  protection  in  perpetuity  for 
only  three  States. 

Mr.  Early.  What  is  the  cost  for  those  three  States? 

Mr.  Montell.  The  total  is  $45  million. 

Mr.  Early.  I  know  the  total.  What  is  the  breakdown? 

Mr.  Montell.  Hawaii  is  $100,000,  Massachusetts  is  $5,500,000 
and  Wisconsin  is  $39,400,000. 

Mr.  Early.  Are  you  going  to  Ways  and  Means  with  legislation  on 
that  or  are  you  going  to  try  to  do  that  through  budgetary  lan- 
guage? 

Mr.  Montell.  Legislation  is  being  considered  in  the  department 
but  I  really  don't  know  the  exact  nature  of  that  legislation.  It  is 
very  much  up  in  the  air. 

ROLE  OF  THE  APPROPRIATIONS  COMMITTEE 

Mr.  Early.  How  good  is  a  policy  where  you  request  legislation  of 
an  appropriations  committee  where  you  can't  do  anything  but  ap- 
propriate? How  do  you  make  such  suggestions?  So  much  of  your 
testimony  is  on  pending  legislative  changes.  I  don't  feel  it  is  our 
role  to  do  that.  In  effect  we  should  just  fund. 

Mr.  Doggette,  I  have  much  respect  for  Social  Security  being  so 
well  managed,  but  this  is  fiscally  irresponsible. 

Mr.  Doggette.  Mr.  Early,  in  response  to  your  comment,  I  think 
in  many  instances  we  are  asking  for  the  Appropriations  Committee 
to  act  so  that  we  can  act  quickly  when  legislation  is  enacted  in  the 
Congress. 

Mr.  Early.  What  happens  if  the  legislation  is  not  enacted  and  we 
act  on  it? 

Mr.  Doggette.  Of  course,  the  proposed  legislation  we  are  asking 
for  increases  in  the  contingency  allowances  which  would  only  be 
used  if  those  legislative  proposals  that  Mr.  Myers  referred  to,  mini- 
mum, students,  megacap,  et  cetera,  are  enacted.  If  they  are  not 
enacted,  that  money  would  not  be  available  to  us  and  would  not  be 
used. 

Mr.  Early.  Our  role  is  to  put  up  the  money  to  pay  for  the 
programs.  You  are  asking  for  "X"  number  of  dollars  because  of 
pending  reductions  which  you  suggest  are  going  to  happen.  If  we 
agree,  if  Mr.  Natcher  and  the  committee  deem  to  fund  at  that 
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level,  and  the  legislation  doesn't  pass,  we  are  just  going  down  the 
road  of  more  supplemental  budgets.  I  thought  we  were  trying  to 
get  away  from  supplemental  or  deficiencies. 

Mr.  Doggette.  Our  major  request  for  you  to  fund  something  for 
something  that  has  not  yet  occurred  is  really  in  the  legislative 
areas  of  the  five  major  proposals  the  President  has  submitted.  That 
is  in  the  contingency  request,  sir. 

Mr.  Early.  I  just  don't  think  it  is  a  good  way  to  do  business. 

Thank  you,  Mr.  Chairman. 

PEOPLE  SERVED  BY  SOCIAL  SECURITY  PROGRAMS 

Mr.  Natcher.  Mr.  Doggette,  how  many  individuals  are  expected 
to  receive  benefits  throughout  various  Social  Security  programs  in 
1982? 

Mr.  Doggette.  Mr.  Chairman,  in  1982  in  the  Old  Age  Survivors 
Insurance  program,  we  expect  to  pay  31.7  million  beneficiaries. 

In  the  Disability  program,  4.6  million  beneficiaries. 

In  the  Supplemental  Security  Income  program,  3.7  million  bene- 
ficiaries. 

In  the  Aid  to  Families  with  Dependent  Children,  10.7  million 
beneficiaries. 

And  in  the  Disabled  Coal  Miners  area,  400,000. 

Mr.  Natcher.  What  is  the  total  value? 

Mr.  Early.  Would  you  yield? 

Do  you  have  an  aggregate  on  that  total? 

Mr.  Doggette.  The  numbers  I  just  read  add  up  to  51.1  million. 
Mr.  Early.  Fiscal  1982? 
Mr.  Doggette.  Yes  sir. 

Mr.  Early.  How  many  did  you  serve  in  1981  in  those  same 
categories? 
Mr.  Doggette.  50.7  million. 

Mr.  Early.  So  you  are  talking  about  a  reduction  of  400,000? 
Mr.  Doggette.  It  is  an  increase  of  approximately  900,000,  some- 
where in  that  range. 

Mr.  Early.  Thank  you,  Mr.  Chairman. 

TOTAL  BENEFIT  PAYMENTS  FOR  FISCAL  YEAR  1982 

Mr.  Natcher.  What  is  the  total  value  of  benefit  payments  ex- 
pected to  be  paid  in  1982?  What  total  do  you  have  there,  Mr. 
Doggette? 

Mr.  Doggette.  Mr.  Chairman,  if  I  include  all  of  the  categories 
that  I  just  went  through,  including  emergency  and  energy  assist- 
ance grants,  it  would  be  $171.5  billion. 

COST  OF  LIVING  INCREASE 

Mr.  Natcher.  All  right.  I  believe  the  increase  in  retirement 
benefits  for  this  July  has  just  been  announced  by  the  Secretary. 
What  cost  of  living  increase  will  be  payable  and  will  this  change 
any  of  the  requests  that  we  are  reviewing  today  and  that  we  have 
before  the  committee? 

Mr.  Doggette.  Mr.  Chairman,  the  increase  being  enacted,  be- 
cause of  the  cost  of  living  is  11.2  percent.  It  will  not  change  any  of 
the  requests  that  we  have  before  the  committee  today. 
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Mr.  Natcher.  Does  the  new  Administration  have  any  plans  to 
change  the  way  that  Social  Security  benefits  are  indexed? 
Mr.  Doggette.  Let  me  refer  that  to  Mr.  Myers  again. 
Mr.  Natcher.  Go  ahead,  Mr.  Myers. 

Mr.  Myers.  Mr.  Chairman,  at  the  moment,  there  are  no  plans  to 
change  the  method  of  indexing  the  benefits.  In  other  words,  the 
present  procedure  of  using  the  Consumer  Price  Index  would  be 
continued. 

STATUS  OF  THE  TRUST  FUNDS 

Mr.  Natcher.  Last  June's  trustee  report  indicated  that  the 
Social  Security  retirement  account  was  facing  a  severe  cash  flow 
problem  and  that  it  might  exhaust  its  reserves  in  late  1981  or  early 
in  1982. 

What  is  the  current  status  of  each  of  your  various  trust  funds? 
Mr.  Myers.  Mr.  Chairman. 
Mr.  Natcher.  Mr.  Myers. 

Mr.  Myers.  As  you  know,  there  are  four  trust  funds,  two  for 
Medicare  and,  in  addition,  the  Old-Age  and  Survivors  Insurance 
Trust  Fund,  which  is  by  far  the  largest  and  serves  the  most  people, 
and  the  Disability  Insurance  Trust  Fund. 

Unfortunately,  the  current  projections  are  somewhat  even  more 
pessimistic  than  in  the  1980  Trustee's  Report.  I  would  say  that  it  is 
a  certainty  that  at  some  time  in  calendar  year  1982,  the  Old-Age 
and  Survivors  Insurance  Trust  Fund  will  fall  to  a  level  such  that  it 
will  not  be  able  to  meet  the  current  monthly  benefit  payments. 

As  you  know,  most  of  the  benefit  payments  go  out  around  the 
third  day  of  the  month.  In  order  for  these  payments  to  be  made, 
the  trust  fund  must  have  a  balance  at  least  sufficient  to  equal  the 
checks  sent  out.  At  some  time  in  late  1982,  or  even  just  after  the 
middle  of  the  year,  depending  upon  developing  economic  condi- 
tions, the  trust  fund  will  not  have  sufficient  funds  to  meet  the 
benefit  checks. 

As  far  as  the  other  three  trust  funds  are  concerned,  the  Disabil- 
ity Insurance  Trust  Fund  will  be  steadily  growing  next  year  and 
the  same  is  true  for  the  Hospital  Insurance  Trust  Fund.  The  Sup- 
plementary Medical  Insurance  Trust  Fund — that  is  for  so-called 
Part  B  of  Medicare,  which  primarily  pays  physicians'  fees — is  a 
relatively  small  fund,  but  it  is  in  quite  adequate  shape  as  compared 
with  its  benefit  obligations.  Its  premium  rate  changes  every  year. 
The  changes  are  made  such  as  to  assure  that  it  will  have  enough 
money  on  a  year-by-year  basis. 

Mr.  Natcher.  Mr.  Myers,  what  is  the  earliest  date  on  which  any 
of  the  trust  funds  may  run  out  of  money? 

Mr.  Myers.  The  only  one  that  has  any  immediate  problem  is  the 
Old-Age  and  Survivors  Insurance  Trust  Fund.  The  earliest  date  for 
possible  exhaustion  of  the  fund  would  probably  be  sometime  short- 
ly after  the  middle  of  next  year.  In  other  words,  after  the  next 
benefit  increase  goes  through.  If  it  is  a  relatively  small  increase,  as 
compared  with  the  11.2  percent  for  June  1981,  that  trust  fund 
could  be  solvent  until  the  end  of  1982. 

If  economic  conditions  are  bad,  in  that  there  is  a  large  increase 
in  the  Consumer  Price  Index,  which  we  do  not  believe  there  will  be 
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in  the  coming  year,  but  if  that  were  to  happen,  that  trust  fund 
could  have  problems  as  early  as  August  of  1982. 

Mr.  Natcher.  Will  you  be  proposing  inter-fund  borrowing  as  the 
short  term  solution  to  the  problem? 

Mr.  Myers.  Our  working  group,  Mr.  Chairman,  is  considering 
many  different  options.  That  certainly  is  one  that  we  are  consider- 
ing. There  are  many  others,  too,  as  well  as  further  cutbacks  in 
benefits  or  reallocation  of  tax  rates — as  for  example,  you  will  recall 
the  Congress  did  last  December — namely  that  for  1980  and  1981, 
part  of  the  disability  tax  rate  was  moved  over  into  the  Old- Age  and 
Survivors  Insurance  system  and  that  certainly  strengthened  the 
fund,  but  it  was  only  a  temporary  measure. 

There  is  still  a  problem  coming  up  in  1982  unless  some  action  is 
taken.  We  have  not  as  yet  recommeneded  inter-fund  borrowing, 
although  that  is  a  possibility  that  has  been  mentioned  by  many 
groups. 

Mr.  Natcher.  Mr.  Early. 

ADVANCE  FUNDING  FOR  ASSISTANCE  PAYMENTS 

Mr.  Early.  Mr.  Doggette,  is  that  what  you  were  talking  about  as 
far  as  changing  from  borrowing  to  advance  funding?  Has  that 
anything  to  do  with  the  Old  Age  Trust  Fund? 

Mr.  Doggette.  No  sir,  that  is  in  the  Assistance  Payments  ac- 
count appropriations  language,  which  we  will  be  happy  to  talk 
about. 

Mr.  Early.  I  certainly  have  reservations  about  changing  from 
borrowing  to  advance  funding.  It  seems  that  every  time  we  have 
gone  to  advance  funding  we  have  gotten  into  problems  over  the 
years. 

INCREASES  IN  GENERAL  FUND  PROGRAMS 

Mr.  Natcher.  The  budget  justifications  describe  a  number  of 
changes  in  the  1981  accounts  for  the  general  fund  programs  which 
would  have  required  supplemental  if  it  were  not  for  the  open- 
ended  nature  of  the  continuing  resolution.  What  is  the  total  in- 
crease in  these  accounts  over  the  amounts  included  in  the  continu- 
ing resolution? 

Mr.  Montell.  The  total  increase  over  the  1981  House  passed  bill 
which  is,  of  course,  reflected  in  the  continuing  resolution  except  for 
the  benefit  payments,  is  $837  million. 

Mr.  Natcher.  All  right. 

Mr.  Montell.  Would  you  like  me  to  break  that  down,  sir? 

Mr.  Natcher.  Suppose  you  do,  go  right  ahead. 

Mr.  Montell.  Okay.  Let's  start  with  the  Black  Lung  program. 
The  increase  for  the  Black  Lung  program  is  $28,728,000.  That  is  an 
increase  due  primarily  to  a  higher  than  anticipated  benefit  in- 
crease— 10.1  percent  in  the  revised  estimate  versus  6.2  percent  in 
the  House  bill. 

For  the  SSI  appropriation  the  increase  is  $342,383,000.  The  pri- 
mary reason  for  this  is  a  higher  than  anticipated  level  of  inflation 
which  drives  up  SSI  benefit  levels.  The  increase  also  reflects  bor- 
rowing from  1981  funds  to  meet  excess  1980  requirements,  which 
we  didn't  expect  when  we  were  last  before  the  committee. 
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In  the  Assistance  Payments  appropriation,  the  increase  is 
$465,846,000.  Two  reasons  for  this  are  higher  net  child  support 
enforcement  costs  due  to  lower  and  more  realistic  collection  esti- 
mates, and  a  change  in  the  law  that  Congress  enacted  which 
matches  child  support  enforcement  administrative  costs  for  non- 
AFDC  cases. 

There  are  also  higher  projected  AFDC  benefit  costs  due  primarily 
to  higher  caseload  estimates  and  the  recently  enacted  legislation 
involving  increased  matching  for  assistance  in  Guam,  Puerto  Rico 
and  the  Virgin  Islands. 

So  the  total  increase  for  those  three  appropriations  is  $837  mil- 
lion, none  of  which  is  for  administrative  costs. 

Mr.  Natcher.  Thank  you. 

FUNDING  SECTION  1620  DISABILITY  PILOT  PROJECTS 

You  are  also  requesting  bill  language  in  this  Act  to  eliminate 
funding  for  a  new  pilot  project  under  Section  1620.  What  type  of 
demonstration  is  authorized  here? 

Mr.  Doggette.  Mr.  Chairman,  those  are  medical  and  social  serv- 
ices for  disability  beneficiaries  authorized  under  the  1980  Disability 
amendments.  Let  me  ask  Mr.  Montell  to  expand  on  that  further. 

Mr.  Natcher.  Go  right  ahead. 

Mr.  Montell.  We  are  not  certain  that  we  need  appropriations 
language  to  accomplish  our  objective  here  but  we  wanted  to  make 
explicit  the  fact  that  the  Administration  is  not  requesting  funds  to 
finance  this  new  pilot  program  authorized  by  the  Disability  amend- 
ments of  1980.  Those  Disability  amendments  of  1980,  section  1620, 
provided  that  the  states  could  provide  medical  and  social  services 
to  persons  with  severe  impairments,  whose  earnings  exceed  the 
substantial  gainful  activity  limits  and  who  do  not  receive  SSI  spe- 
cial benefits  or  Medicaid. 

This  was  a  new  program  included  in  the  1980  Disability  Amend- 
ments which  we  feel  can't  be  afforded  under  existing  tight  fiscal 
conditions. 

I  should  add  that  the  change  doesn't  really  affect  the  present  SSI 
program  at  all,  although  the  language  was  put  in  the  SSI  appropri- 
ation request.  This  does  not  cut  back  on  any  existing  SSI  benefit  at 
all  but  merely  indicates  that  no  funds  are  requested  for  a  new 
program. 

Mr.  Natcher.  It  is  mainly  based  on  money  and  time? 
Mr.  Montell.  Yes  sir. 

Mr.  Natcher.  That  is  the  reason.  You  are  not  opposed  to  the 
project  but  you  just  don't  feel  at  this  particular  time  that  this 
would  be  the  proper  time  for  this  money,  is  that  right? 

Mr.  Montell.  Yes  sir.  The  amount  involved  would  be  $6  million. 
That  is  the  authorization. 

Mr.  Natcher.  What  would  be  the  total  cost  of  the  demonstration 
in  1982  and  over  the  life  of  the  project  if  it  were  approved?  What 
would  it  amount  to? 

Mr.  Montell.  It  would  amount  to  $6  million  for  1982  and  a  total 
of  $18  million  is  authorized  for  three  years,  six  million  for  each 
year. 
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ssi  children's  rehabilitation  program 

Mr.  Natcher.  Your  budget  no  longer  includes  the  $30  million  for 
SSI  Children's  Rehabilitation  program.  Is  this  program  to  be  in- 
cluded in  the  new  Health  Services  Block  Grant  program? 

Mr.  Doggette.  Yes  sir,  Mr.  Chairman. 

Mr.  Itteilag  can  respond  to  that. 

Mr.  Itteilag.  That  is  correct,  Mr.  Chairman.  The  funding  was 
shifted  for  this  program  from  the  Social  Security  Administration  to 
the  Public  Health  Service.  And  when  the  block  grant  proposal  was 
under  consideration,  the  Secretary  concluded  it  was  an  appropriate 
activity  to  include  as  part  of  the  proposed  Health  Service  Block 
Grant. 

Mr.  Natcher.  Has  the  effectiveness  of  this  program  been  chal- 
lenged by  studies  within  the  department? 
Mr.  Itteilag.  Not  to  the  best  of  my  knowledge,  Mr.  Chairman. 
Mr.  Natcher.  Mr.  Early. 

BLOCK  GRANTS 

Mr.  Early.  The  block  grant  approach,  is  that  totally  new  in 
Social  Security? 

Mr.  Doggette.  It  is  not  totally  new  but  it  is  fairly  new  to  Social 
Security. 

Mr.  Early.  Do  you  have  any  reservations  on  the  program? 
Mr.  Doggette.  No  sir,  I  don't  think  I  can  express  any  reserva- 
tions on  it. 

Mr.  Early.  What  formula  would  you  use  for  the  block  grant  for 
1982  under  the  Emergency  and  Energy  Assistance  Fund? 

Mr.  Doggette.  I  would  like  Ms.  McMahon,  to  answer  that. 

Ms.  McMahon.  First  of  all,  let  me  point  out  that  the  current 
Low  Income  Energy  Assistance  program  is  basically  a  block  grant, 
so  we  do  have  experience  under  the  1981  program. 

Mr.  Early.  Did  you  administer  that  in  1981? 

Ms.  McMahon.  Yes  sir. 

Mr.  Early.  The  $1.8  billion? 

Ms.  McMahon.  Yes  sir. 

Mr.  Natcher.  Go  ahead. 

Ms.  McMahon.  The  block  grant  that  we  are  proposing  for  fiscal 
year  1982,  for  four  years,  builds  on  that  program.  We  take  out 
some  of  the  requirements  in  the  existing  block  grant  and  will  use 
the  same  allocation  formula  as  in  the  current  program. 

We  also  add  to  that  block  grant  the  Title  IV-A  Emergency 
Assistance  program.  Ninety-seven  percent  of  the  funds  allocated  in 
the  block  grant  come  from  the  existing  Low  Income  Energy  Asis- 
tance  Program,  about  three  percent  come  from  Emergency  Assist- 
ance. Each  state  will  get  about  75  percent  of  what  it  got  in  those 
two  programs  in  fiscal  year  1981. 

Mr.  Early.  There  will  be  no  change  in  the  formula? 

Ms.  McMahon.  That  is  correct. 

INCOME  AND  OUTGO  OF  OASI  TRUST  FUND 

Mr.  Early.  In  the  Old  Age  Trust  Fund,  what  is  the  reimburse- 
ment to  that  fund,  what  are  they  averaging,  versus  expenditures? 
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In  the  past,  has  that  been  reimbursement  without  any  expendi- 
tures? 

Mr.  Myers.  In  the  early  years  of  the  programs,  Mr.  Early,  the 
income  to  the  fund  higher  than  the  outgo,  so  that  a  balance  has 
built  up.  However,  in  the  last  few  years,  that  balance  has  been 
decreasing. 

Mr.  Early.  In  what  month  did  expenditures  exceed  the  income 
in  that  particular  fund? 

Mr.  Myers.  I  do  not  have  that  information  by  month.  I  have  it  by 
calendar  year.  Actually,  ever  since  1975,  the  balance  in  this  trust 
fund  has  been  decreasing.  At  the  end  of  1974  the  fund  had  a 
balance  of  $37.8  billion.  Then  it  decreased  slightly  in  1975,  and  has 
been  decreasing  since  then  by  roughly  $2  to  $3  billion  a  year. 

Mr.  Early.  Why  don't  you  supply  that  for  the  record. 

I  would  think  you  should  have  a  monthly  rate  on  that. 

Mr.  Myers.  There  are  monthly  figures  available.  They  tend  to 
fluctuate  rather  considerably  because  some  months  the  receipts  are 
relatively  low,  while  other  months  they  are  relatively  high.  For 
instance,  in  April,  when  the  income  taxes  come  in  for  the  self- 
employed,  there  is  some  increase. 

Mr.  Early.  The  expenditures  should  be  consistent? 

Mr.  Myers.  The  expenditures  move  along  fairly  smoothly  until 
July  when  the  automatic  benefit  increases  occur  and  then,  they 
jump  up  sharply. 

Mr.  Early.  Would  you  supply  them  on  a  monthly  basis  for  the 
last  couple  of  years? 

Mr.  Myers.  Yes,  we  can  do  that. 

[The  information  follows:] 
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INCOME  AND  OUTGO  OF  THE  OLD-AGE  AND  SURVIVORS  INSURANCE  TRUST  FUND 
FOR  CALENDAR  YEARS  1976-1980,  BY  MONTH 


Calendar  Year 

1976 

Excess  of 

Total 

Total 

income  over 

Assets  at  end 

Month 

Income 

outgo 

outgo 

of  month 

1976: 

January 

$4,356,441 

$5,329,753 

-§973,312 

$36,013,932 

February 

6,772,142 

5,315,343 

1,456,799 

37,470,731 

March 

4,158,706 

5,351,817 

-1,193,111 

36,277,620 

April 

6,071,997 

5,336,768 

735,229 

37,012,849 

May 

7,539,782 

5,288,234 

2,251,548 

39,264,398 

June 

5,300,821 

6,585,342 

-1,284,521 

37,979,876 

July 

4,418,669 

5,675,704 

-1,257,035 

36,722,841 

August 

7,364,370 

5,701,984 

1,662,386 

38,385,227 

September 

4,403,247 

5,733,272 

-1,330,025 

37,055,202 

October 

4,068,138 

5,805,410 

-1,737,272 

35,317,930 

November 

6,215,776 

5,913,597 

302,179 

35,620,110 

December 

5,606,252 

5,838,742 

-232,490 

35,387,620 

Total   

66,276,344 

67,875,967 

-1,599,623 

Calendar  Year  1977 
(In  thousands) 


Excess  of 

Total 

Total 

income  over 

Assets  at  end 

Month 

Income 

outgo 

outgo 

of  month 

1977: 

January 

$4,801,436 

$5,878,053 

-$1,076,617 

$34,311,003 

February 

7,462,825 

5,961,611 

1,501,214 

35,812,217 

March 

4,616,308 

5,948,398 

-1,332,090 

34,480,127 

April 

6,869,195 

5,997,232 

871,963 

35,352,090 

May 

7,927,200 

5,951,448 

1,975,752 

37,327,842 

June 

5,794,061 

7,141,728 

-1,347,667 

35,980,175 

July 

5,040,744 

6,320,659 

-1,279,915 

34,700,260 

August 

8,185,601 

6,311,655 

1,873,946 

36,574,206 

September 

5,208,073 

6,410,065 

-1,201,992 

35,372,213 

October 

4,202,882 

6,386,172 

-2,183,290 

33,188,923 

November 

6,831,045 

6,554,517 

276,528 

33,465,452 

December 

5,472,784 

6,447,472 

-974,688 

32,490,764 

Total  .. 

72,412,154 

75,309,010 

-2,896,856 
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Calendar  Year  1978 
(In  thousands) 


Excess  of 

Total 

Total 

income  over 

Assets  at  end 

Month 

income 

outgo 

outgo 

of  month 

1978; 

January 

$5,173,613 

$6,559,685 

-$1,386,072 

$31,104,692 

February 

8,145,537 

6,524,418 

1,621,119 

32,725,811 

March 

5,079,669 

6,610,081 

-1,530,412 

31,195,399 

April 

7,277,248 

6,562,580 

714,668 

31,910,067 

May 

8,585,795 

6,562,738 

2,023,057 

33,933,124 

June 

6,200,302 

8,111,593 

-1,911,291 

32,021,833 

July 

5,532,565 

6,917,012 

-1,384,447 

30,637,385 

August 

9,445,066 

6,969,512 

2,475,554 

33,112,940 

September 

4,864,947 

6,999,623 

-2,134,676 

30,978,264 

October 

4,734,412 

7,052,271 

-2,317,859 

28,660,406 

November 

7,459,445 

7,061,054 

398,391 

29,058,796 

December 

5,594,961 

7,133,692 

-1,538,731 

27,520,064 

Total  . . 

..  78,093,560 

83,064,259 

-4,970,699 

Calendar  Year  1979 
(In  thousands) 


Excess 

of 

Total 

Total 

income  over 

Assets  at  enc 

Month 

income 

outgo 

outgo 

of  month 

1979: 

January 

$5,926, 

,013 

$7,174,116 

-$1,248, 

103 

$26,271,961 

February 

9,074, 

,851 

7,206,168 

1,868, 

683 

28,140,644 

March 

6,149, 

,238 

7,249,533 

-1,100, 

295 

27,040,349 

April 

8,674, 

,227 

7,422,237 

1,251, 

990 

28,292,340 

May 

10,219, 

,586 

7,246,072 

2,973, 

514 

31,265,854 

.June 

5,923, 

,318 

8,690,752 

-2,767, 

434 

28,498,420 

July 

6,307, 

,491 

7,964,157 

-1,656, 

666 

26,841,754 

August 

10,448, 

656 

15,782,850 

-5,334, 

194 

21,507,560 

September 

6,380, 

870 

145,584 

6,235, 

286 

27,742,846 

October 

5,704, 

152 

8,085,269 

-2,381, 

117 

25,361,729 

November 

9,421, 

019 

8,081,534 

1,339, 

485 

26,701,214 

December 

6,044, 

445 

8,085,179 

-2,040, 

734 

24,660,481 

Total  . . 

..  90,273, 

867 

93,133,450* 

-2,859, 

583 

78-993   O— 80  15 
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Calendar  Year  1980 
(In  thousands) 


Excess  of 

Total 

Total 

income  over 

Assets  at  end 

Month 

Income 

outgo 

outgo 

of  month 

1980; 

January 

$6,793,667 

$8,099,607 

-$1,305,940 

$23,354,541 

February 

11,311,578 

8,215,109 

3,096,469 

26,451,010 

March 

6,809,690 

8,225,196 

-1,415,506 

25,035,503 

April 

9,906,382 

8,246,895 

1,659,487 

26,694,991 

May 

12,050,219 

8,206,766 

3,843,453 

30,538,443 

June 

6,654,893 

9,678,404 

-3,023,511 

27,514,932 

July 

5,894,800 

9,398,980 

-3,504,180 

24,010,752 

August 

12,123,825 

9,417,267 

2,706,558 

26,717,310 

September 

7,336,284 

9,487,836 

-2,151,552 

24,565,757 

October 

10,304,933 

9,538,945 

765,988 

25,331,745 

November 

8,031,776 

9,540,130 

-1,508,354 

23,823,391 

December 

8,623,257 

9,623,148 

-999,891 

22,823,500 

Total  . , 

,  105,841,302 

107,678,283 

-1,836,981 
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PUBLIC  CONFIDENCE  IN  SOCIAL  SECURITY 

Mr.  Early.  One  of  the  biggest  threat  in  Social  Security,  to  me, 
has  been  to  let  the  senior  citizens  have  the  fear  that  something  is 
going  to  happen.  Are  you  convinced  we  are  doing  the  right  thing, 
are  we  doing  enough  with  regard  to  the  OASI  right  now?  I  am 
concerned  with  your  response  to  the  Chairman  that  we  could  be 
running  into  real  fiscal  problems  in  calendar  1982,  the  middle  of 
the  year.  Are  we  doing  enough  to  assure  people  that  that  fund  is 
not  going  to  go  broke? 

Mr.  Myers.  I  believe  that  we  can,  and  it  is  our  intention  to  bring 
to  the  people  of  the  country  a  much  clearer  picture  of  the  situation 
about  the  program,  with  the  realization  that  the  Congress  will 
undoubtedly  take  action  on  this  so  that  the  roughly  30  million 
people  drawing  OASI  benefits  will  continue  to  receive  them. 

Mr.  Early.  Actually,  the  threat  of  something  is  often  as  bad  as 
the  actual  fact.  I  find  that  to  threaten  to  take  this  away  is  as  bad 
as  actually  taking  it,  when  you  are  dealing  with  senior  citizens.  I 
hope  we  address  that  right  now  and  not  wait  for  a  critical  time. 

Mr.  Doggette.  May  I  respond  to  that  just  a  bit  more,  please?  We 
have  a  very  intensive  public  information  program  underway  in 
SSA  where  we  are  trying  to  assure  the  American  people  that  the 
Congress  will  take  action  in  time  to  deal  with  the  financing  situa- 
tion that  we  are  facing.  This  involves  putting  information  out  in 
our  press  releases. 

Mr.  Early.  Even  if  it  is  unpopular  information? 

Mr.  Doggette.  Yes  sir,  we  try  to  be  very  honest  about  the  overall 
financing  situation,  pointing  out  that  the  real  benefit  of  our  system 
is  that  because  of  our  projections,  we  have  time  to  address  any 
financing  issue  that  appears  on  the  horizon.  We  have  had  some 
500,  I  guess,  town  meetings  around  the  country  where  we  have 
invited  senior  citizens  in,  advocacy  groups,  and  so  forth,  to  explain 
our  overall  situation,  financing  as  well  other  program  issues. 

Mr.  Early.  I  certainly  hope  we  continue  that  and  get  accurate 
information  out  to  them. 

ENERGY  AND  EMERGENCY  BLOCK  GRANT 

Ms.  McMahon,  under  the  Emergency  Assistance  Grant  program 
the  number  of  permanent  positions  remains  the  same  in  the  justifi- 
cations. I  think  it  is  40.  Yet  from  fiscal  1981  to  1982,  the  number  of 
work  years  decreases  from  100  to  40.  Why  is  that? 

Ms.  McMahon.  Well,  we  have  made  plans  in  the  budget  to 
maintain  the  staff  level  we  have  now  because  we  want  to  make 
sure  that  we  can  close  out  the  current  program.  You  can't  just  end 
the  fiscal  year  1981  program  as  of  October  1;  it  doesn't  just  go 
away.  We  have  to  go  through  the  final  audits  and  complete  the 
reports.  We  are  still  tying  up  loose  ends  on  the  1980  program  and 
can  probably  expect  a  similar  experience  with  the  1981  program. 
That  is  part  of  the  reason  for  maintaining  the  staff,  so  we  can 
phase  out  of  the  present  program  into  the  new  one. 

Mr.  Early.  You  don't  have  any  problems  when  you  get  into  a 
new  one,  because  I  am  convinced  there  will  be  a  new  one. 

Ms.  McMahon.  If  the  block  grant  that  the  Administration  has 
proposed  is  accepted  by  the  Congress,  we  will  have  a  basis  similar 
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to  what  we  have  now,  but  the  States  will  have  even  more  flexibil- 
ity. There  won't  be  nearly  the  kind  of  startup  problems  we  had  in 
the  last  program  or  the  several  programs  before  that  when  there 
were  really  major  changes  and  the  States  had  strict  requirements  to 
follow. 

Mr.  Early.  Would  you  say  startup  problems  this  year  were  fewer 
than  they  were  in  the  previous  year? 

Ms.  McMahon.  I  do  believe  there  were  major  startup  costs  in  the 
fiscal  year  81  program  simply  because  there  was  more  money 
involved  and  the  States  had  more  requirements.  I  think  there  were 
probably  more  startup  problems  with  the  1981  program. 

Mr.  Early.  You  would  suspect  we  could  eliminate  some  of  those 
problems? 

Ms.  McMahon.  Yes.  Because  the  States  now  have  more  experi- 
ence. We  want  to  give  them  further  flexibility  and  fewer  require- 
ments. 

Mr.  Early.  It  is  nice  to  give  them  some  flexibility,  but  we  have 
to  give  them  money  to  go  along  with  the  flexibility. 
Thank  you,  Mr.  Chairman. 

VOCATIONAL  REHABILITATION 

Mr.  Natcher.  Yes. 

Now,  if  you  would,  explain  to  the  committee  your  proposal  for 
the  Adult  Beneficiary  Services  program,  both  the  legislative  pro- 
posal and  your  1982  budget?  What  about  this,  that  is  under  the 
SSI. 

Mr.  Doggette.  The  Vocational  Rehabilitation  program,  is  that 
what  we  are  referring  to? 
Mr.  Natcher.  Yes. 

Mr.  Doggette.  We  have  asked  for  funding  for  the  SSI  Vocational 
Rehabilitation  Funding  program  of  some  $20  million.  We  are  pro- 
posing to  redirect — excuse  me  just  a  moment,  let  me  be  sure  I  am 
on  the  right  issue. 

Mr.  Natcher.  That  is  all  right. 

Mr.  Doggette.  We  are  proposing  to  redirect  the  way  we  do  SSI/ 
VR  funding  for  the  States.  As  you  know,  we  have  SSI/VR  funding 
where  we  refer  beneficiaries  to  the  States  and  they  provide  voca- 
tional rehabilitation  services.  We  are  proposing  to  only  pay  for 
those  vocational  rehabilitation  services  where  there  is  a  successful 
experience. 

The  whole  purpose  of  the  program  is  to  rehabilitate  people  and 
return  them  to  the  benefit  rolls.  We  have  been  criticized  by  the 
General  Accounting  Office  as  well  as  by  OMB,  because  of  our 
administration  of  this  program,  so  we  are  asking  in  advance  of 
having  that  money  funded  into  a  block  grant,  to  have  appropri- 
ations of  some  $20  million,  and  we  will  redirect  our  efforts  towards 
paying  only  for  successful  rehabilitations. 

Mr.  Natcher.  Why  do  you  think  the  Federal  Government  should 
pay  for  successful  rehabilitation  activities  only?  Won't  this  discour- 
age the  States  from  getting  involved  in  the  more  difficult  cases, 
cases  that  are  causing  problems? 

Mr.  Doggette.  If  you  look  at  that  from  a  cost  effective  basis,  Mr. 
Chairman,  it  would  make,  it  seems  to  us,  more  sense  to  devote  the 
limited  resources  to  those  situations  where  there  is  a  greater  prob- 
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ability  of  improvement  and  returning  the  individual  to  the  work 
force  so  they  can  be  removed  from  the  disability  work  rolls. 

On  the  other  hand,  we  believe  there  are  probably  other  state 
programs  which  could  provide  assistance  in  cases  where  people  are 
permanently  and  totally  disabled. 


Mr.  Natcher.  What  are  the  latest  results  of  your  SSI  quality 
control  surveys? 

Mr.  Doggette.  Mr.  Schutzman. 

Mr.  Schutzman.  The  last  published  data  we  have  is  for  the  six 
month  period  which  ended  in  March  of  1980.  The  error  rate  at  that 
time  was  five  percent.  We  have  just  finished  examining  the  period 
which  ends  September  1980  and  are  about  to  publish  that  data. 
Early  indications  are  that  the  error  rate  is  slightly  lower,  some- 
thing in  the  range  of  4.9  percent. 

Mr.  Natcher.  How  many  individuals  are  currently  receiving  SSI 
benefits  and  how  many  of  these  does  your  system  indicate  are 
ineligible?  Can  you  give  us  some  idea? 

Mr.  Schutzman.  There  are  approximately  four  million  benefici- 
aries. Our  case  error  rate — the  number  of  cases  in  error — is  ap- 
proximately 13  percent. 

Mr.  Natcher.  Do  you  consider  that  high  or  low? 

Mr.  Schutzman.  We  are  not  satisfied  with  it  and  we  have  taken 
a  number  of  steps  to  try  to  reduce  it.  For  example,  one  of  our 
major  sources  of  error  relates  to  people  having  undisclosed  bank 
accounts.  We  have  instituted  new  procedures  in  our  district  offices 
where  they  are  required  in  certain  cases  to  do  verifications  of  bank 
accounts. 

In  addition,  last  year  Mr.  Doggette  put  together  an  inter-compo- 
nent corrective  action  group  which  has  come  up  with  a  number  of 
recommendations.  We  are  also  looking  at  working  with  IRS  to  see 
if  we  can  match  with  their  records  in  order  to  find  undisclosed 
bank  accounts.  This  was  a  recommendation  made  to  us  by  the 
General  Accounting  Office. 

Mr.  Natcher.  What  is  the  total  dollar  value  of  erroneous  SSI 
payments  anticipated  for  1981,  1982?  Can  you  give  us  some  idea 
about  that? 

Mr.  Schutzman.  I  would  estimate  the  total  erroneous  payments 
will  be  about  $300  million  for  each  year. 

Mr.  Natcher.  Now,  if  you  will,  insert  in  the  record  at  this  point 
a  summary  of  your  quality  control  reports  over  the  history  of  the 
SSI  program. 

Mr.  Doggette.  Certainly. 

[The  information  follows:] 


SSI  ERROR  RATE 


Summary  of  SSI  Quality  Control  Reports 


Period: 


Dollar  error  rate  (percent) 


July  to  December  1974  1  

January  to  June  1975  1  

July  to  December  1975  1  

January  to  June  1976  

July  to  December  1976  

July  to  September  1976  2   

October  1976  to  March  1977 


10.9 
11.5 
10.9 
8.2 
6.9 
7.1 
6.3 
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Period:  Dollar  error  rate  (percent) 

April  to  September  1977    5.2 

October  1977  to  March  1978  .'   4.6 

April  to  September  1978    4.6 

October  1978  to  March  1979   5.0 

April  to  September  1979   4.9 

October  1979  to  March  1980   5.0 

April  to  September  1980   4.9 

1  Error  rate  reports  for  these  periods  included  payment  adjustment  lag  errors,  which  are 
excluded  from  the  reported  error  rate  for  later  periods.  Payment  adjustment  lag  errors  repre- 
sent those  errors  where  a  change  in  the  beneficiary's  circumstances  occurs  in  a  given  month  too 
late  to  be  reported  and/or  picked  up  in  time  for  the  next  check. 

2  Transition  quarter. 


FEDERAL  FISCAL  LIABILITY 

The  justification  indicates  that  $34  million  of  Federal  Fiscal  Lia- 
bility claims  for  previous  years  are  expected  to  be  paid  in  1981. 
These  were  originally  to  have  been  paid  in  1979,  I  believe,  Mr. 
Doggette,  then  again  in  1980.  What  is  the  status  of  these  claims  at 
the  present  time? 

Mr.  Doggette.  Mr.  Chairman,  we  have  a  very  active  program 
underway  to  try  to  settle  those  Federal  Fiscal  Liability  claims. 
Many  of  those  date  back  to  the  very  early  years  of  the  SSI  pro- 
gram, 1974-75.  We  hope  we  will  be  able  to  settle  many  if  not  all  of 
them  in  1981.  In  fact,  in  a  few  of  them,  we  have  already  issued 
final  letters  of  billing  and  we  have  a  plan  in  effect  to  issue  the  rest 
of  them  as  quickly  as  we  can  in  1981,  so  that  we  can  move  through 
the  process. 

The  States  do  have  an  opportunity  to  appeal  that  final  notice  of 
billing  and  it  will  go  on  appeal  to  the  Commissioner  of  Social 
Security  and  then  to  the  Secretary  of  HHS,  who  utilizes  the  Grant 
Appeals  Board  to  settle  the  final  billing.  We  are  asking  for  the 
money  in  fiscal  year  1981  so  that  the  money  will  be  available  in 
the  event  we  do  get  them  all  settled. 

Mr.  Natcher.  How  much  of  the  $47.6  million  now  budgeted  for 
Federal  liabilities  in  1981  has  been  spent  as  of  today? 

Mr.  Montell.  I  don't  have  that  figure. 

Mr.  Natcher.  You  can  insert  that  in  the  record. 

Mr.  Doggette.  We  will  insert  that  in  the  record. 

Mr.  Montell.  We  have  spent  $85  million  on  Federal  Fiscal  Lia- 
bility since  the  inception  of  the  program  but  how  much  of  that 
relates  to  fiscal  year  1981  I  am  not  sure. 

Mr.  Natcher.  All  right.  You  can  place  that  in  the  record. 

[The  information  follows:] 

Federal  Fiscal  Liability  Expenditures 

A  total  of  $433  thousand  has  been  expended  in  fiscal  year  1981  to  date  (through 
March  1981)  for  Federal  fiscal  liability  (FFL). 

The  1981  column  of  the  1982  budget  included  $47.6  million  in  projected  FFL 
settlement  costs  covering  SSI  contract  periods  (with  the  States)  from  fiscal  years 
1974  through  1980.  A  large  portion  of  these  projections — about  $34  million — cover 
settlements  for  early  periods.  Settlement  for  these  periods  has  been  drawn  out  due 
to  a  variety  of  complex  technical  issues  involving  differences  between  the  States  and 
the  Federal  Government.  Predicting  the  time  of  settlement  of  these  issues  is  highly 
uncertain  due  to  the  complexity  of  the  issues  and  a  multi-tiered  appellate  process 
that  States  can  exercise.  Because  of  the  foregoing,  SSA  is  unable  to  predict  with  any 
degree  of  certainty  the  timing  and  amounts  of  final  settlement.  As  a  result,  slippage 
into  the  next  year  has  occurred  in  the  past  and  may  occur  again  in  1981. 
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Our  major  concern  is  that  when  these  settlements  are  made  the  money  be 
available.  There  are  a  variety  of  ways  to  accomplish  this.  One  way,  as  we  have  done 
in  the  past  is  to  budget  on  the  assumption  that  all  pending  claims  will  be  settled 
timely.  A  second  is  to  provide  authority  to  carry  over  unobligated  balances  for  FFL 
(as  authorized  by  Congress  in  the  1980  Appropriation).  A  third  is  to  provide  authori- 
ty to  draw  down  from  subsequent  years'  appropriations  for  unanticipated  FFL  costs 
in  the  current  fiscal  year. 

ASSISTANCE  PAYMENTS 

Mr.  Natcher.  Your  budget  proposes  several  changes  in  the  bill 
language  for  the  Assistance  Payments  account.  Explain  to  us  why 
each  of  these  changes  is  being  proposed,  just  briefly  explain  that  to 
us,  if  you  will,  please. 

Mr.  Doggette.  Yes  sir.  Mr.  Montell,  will  do  that,  sir? 

Mr.  Natcher.  Go  right  ahead,  Mr.  Montell. 

Mr.  Montell.  Mr.  Natcher.  you  could  categorize  the  changes  in 
two  ways — substantive  and  technical.  The  first  change  which  is 
substantive  is  to  eliminate  from  this  account  the  language  for  the 
Emergency  Assistance  program.  As  previously  mentioned,  the  Ad- 
ministration is  proposing  that  emergency  assistance  be  included 
with  energy  assistance  in  a  new  block  grant  program. 

All  of  the  other  changes  that  are  proposed  for  the  assistance 
payments  account  are  really  technical  changes  which  originally 
appeared  in  President  Carter's  budget  and  are  carried  over  into 
President  Reagan's  budget.  None  of  these  changes  cut  back  on  any 
benefits  or  programs  and  they  are  designed  purely  for  purposes  of 
clarifying  and  simplifying. 

The  language  and  money  for  this  account  over  the  years  has 
involved  funding  for  both  the  budget  year  and  the  year  beyond  the 
budget  year.  Because  the  money  has  involved  multiyear  funds  this 
has  led  to  confusion  on  the  part  of  Congress  about  what  year  it  was 
really  appropriating  money  for,  as  well  as  confusion  within  the 
Executive  Branch. 

Our  first  technical  proposal  involves  breaking  these  funds  into 
two  parts,  those  for  the  budget  year  and  those  for  the  first  quarter 
of  the  succeeding  fiscal  year — 1983.  We  are  asking  you  to  appropri- 
ate separately  for  the  budget  year  and  for  the  first  quarter  of  the 
next  fiscal  year.  The  States  require  notification  of  funding  before 
the  fiscal  year  begins.  That  is  why  we  have  always  had  this  confus- 
ing situation  in  this  account.  One  advantage  of  our  proposal  is  that 
by  fiscal  1983  both  the  budget  authority  and  appropriation  amount 
would  be  the  same. 

Another  technical  change,  which  again  does  not  cut  back  on  any 
benefit,  relates  to  the  authority  that  now  exists  to  draw  down 
funds  from  next  year's  appropriations,  if  there  is  an  unanticipated 
shortfall  in  the  current  year,  so  that  the  States  will  have  the 
wherewithal  to  pay  the  benefits.  The  change  we  are  proposing  here 
is  that  you  put  a  cap  of  $1  billion  on  this  drawdown  authority 
instead  of  authorizing  an  unlimited  amount. 

There  really  isn't  any  chance  that  we  would  even  approach  the 
cap  in  1982,  but  we  thought  that  for  the  record  there  ought  to  be  a 
cap  on  the  borrowing  authority. 

Mr.  Natcher.  Mr.  Early. 

Mr.  Early.  Changing  to  four  quarters  of  this  year  and  one  quar- 
ter for  the  next,  would  that  money  be  divided  into  fifths,  as  far  as 
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the  quarter  of  the  next  year  would  be  a  fifth  of  what  the  whole 
appropriation  would  be? 

Mr.  Montell.  No.  We  have  not  estimated  the  fifth  quarter  by 
dividing  the  total  by  five.  Instead  we  have  based  the  estimate  on 
trends  such  as  rising  inflation.  That  fifth  quarter  might  be  higher. 

Mr.  Early.  It  is  not  going  to  be  less? 

Mr.  Montell.  No. 

IMPACT  OF  PRESIDENT'S  BUDGET  PROPOSALS 

Mr.  Early.  In  all  budgetary  matters  where  the  media  has  report- 
ed abuses;  there  are  only  two  variables  that  you  go  after  that 
really  get  to  the  bottom  line — the  amount  of  the  stipend  and  the 
number  of  eligibles. 

Which  of  the  Administration's  suggestions  would  address  the 
issue  of  stipends? 

Mr.  Doggette.  I  guess  the  only  thing  would  be  the  proposal  on 
the  disability  megacap  which  provides  that  we  would  offset  the 
disability  benefit  based  on  a  person's  receipt  of  certain  other  dis- 
ability benefits. 

Mr.  Early.  But  the  main  thrust  is  the  eligibles. 

Mr.  Doggette.  I  would  say  yes. 

Mr.  Early.  Do  we  have  any  numbers  suggesting  how  many 
people  would  become  ineligible  that  are  now  eligible  under  the 
present  rules? 

Mr.  Doggette.  Mr.  Schutzman,  can  you  help  us  on  that  one? 
Mr.  Schutzman.  Which  program  are  we  talking  about?  The 
AFDC  program? 

Mr.  Early.  We  are  speaking  about  all  of  them,  but  if  you  want  to 
be  specific,  any  one  of  them. 

Mr.  Schutzman.  I  am  not  the  expert  in  the  legislative  area, 
however,  in  the  disability  

Mr.  Early.  Let's  go  to  AFDC. 

Mr.  Schutzman.  I  yield  to  Ms.  McMahon. 

Ms.  McMahon.  Could  you  repeat  the  question? 

Mr.  Early.  The  approach  seems  to  be  to  reduce  the  number  of 
eligibles.  How  many  of  the  present  AFDC  recipients  would  be 
ineligible  under  the  new  rules  if  all  the  new  rules  were  adopted? 

Ms.  McMahon.  On  the  basis  of  the  1979  AFDC  survey,  which  is 
the  best  information  we  have — maybe  not  the  greatest  information 
but  the  best  we  have — 658,000  families  would  be  affected  by  our 
proposals.  Some  of  those  would  lose  benefits  entirely  and  some 
would  have  their  benefits  reduced. 

Mr.  Early.  That  is  out  of  how  many? 

Ms.  McMahon.  Three  million  eight  hundred  thousand  families. 

Mr.  Early.  How  about  the  disability  programs?  Do  we  have  any 
numbers  indicating  how  many  would  become  ineligible  with  the 
suggested  changes? 

Mr.  Myers.  I  have  some  data  as  to  new  awards.  There  will  be 
roughly  400,000  new  disability  awards  per  year  and,  of  those,  about 
6,000  would  receive  a  lower  payment  than  under  current  law  if  this 
megacap  were  enacted. 

Mr.  Early.  But  that  is  the  only  area,  the  amount  of  the  stipend, 
is  that  right? 
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Mr.  Myers.  Also  in  the  student  benefits.  In  the  proposal  for 
student  benefits,  for  those  on  the  rolls,  there  would  be,  first  of  all, 
no  cost-of-living  increases  passed  along  to  them. 

Second,  the  amount  of  the  benefit  would  be  25  percent  lower 
each  year  as  you  move  into  the  future  until  the  program  is  elimi- 
nated in  four  years. 

EFFECT  OF  PROPOSED  CHANGES  ON  DISABILITY  BENEFICIARIES 

Mr.  Early.  Let's  get  to  the  disability  eligibles.  Do  we  have  any 
specifics  on  the  decrease  in  eligibles,  other  than  those? 

Mr.  Myers.  This  would  apply — the  disability  megacap  would 
apply — to  new  awards,  not  to  people  on  the  rolls. 

Mr.  Early.  My  question  is  directed  more  to  people  on  the  rolls 
and  the  impact  of  the  suggested  changes.  Do  we  have  any  projec- 
tion on  what  numbers  would  be  reduced? 

Mr.  Myers.  For  those  on  the  rolls  receiving  disability  benefits, 
none  would  be  affected. 

Mr.  Doggette.  Mr.  Early,  in  the  disability  program  we  are 
asking  mostly  for  money  for  current  law  tightening  up  of  adminis- 
tration so  we  can  try  to  remove  ineligibles  through  looking  at  most 
of  the  four  million  beneficiaries  on  the  roll  on  a  more  frequent 
basis. 

If  in  fact  we  are  able  to  find  in  the  entire  universe  where  close  to 
the  19  or  20  percent  ineligibility  rate  we  would  at  that  time  be  able 
to  remove  that  number  or  some  lesser  number  from  the  rolls 
because  those  people  have  appeal  rights. 

They  can  apply  for  reconsideration  and  a  hearing,  and  with  high 
reversal  rates  running  about  55  percent,  many  of  them  will  wind 
up  remaining  on  the  rolls  after  going  through  the  appeals  process. 

COOPERATION  BETWEEN  SSA  AND  IRS 

Mr.  Early.  Do  we  sense  some  type  of  a  change  that  we  were 
going  to  implement  and  use  IRS  and  other  similar  types  of  agencies 
more  often? 

When  we  tried  to  do  that  in  the  past  we  were  shut  off  cold.  Is 
something  happening  that  is  going  to  let  you  get  a  more  detailed 
look? 

Mr.  Schutzman.  The  Congress  has  been  concerned  for  a  long 
period  of  time,  as  we  have,  about  the  number  of  ineligible  people 
on  the  rolls. 

For  example,  the  item  you  cite,  trying  to  get  matching  data  with 
the  IRS.  The  IRS  has  resisted  giving  us  access  to  their  records 
because  of  Privacy  Act  considerations.  The  GAO  has  attempted  to 
work  with  them. 

Mr.  Early.  Is  there  a  change  going  on  then? 

Mr.  Doggette.  Mr.  Early,  at  this  point  we  are  not  sure.  We  are 
initiating  new  contacts  with  the  Internal  Revenue  Service,  between 
our,  hopefully,  newly  confirmed  commissioner  and  the  newly  ap- 
pointed commissioner  at  the  Internal  Revenue  Service  to  see  if  we 
can  break  through  that. 

We  intend  to  pursue  that  very  vigorously  because  that  is  a  very 
fertile  area  
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REMOVING  INELIGIBLES  FROM  THE  BENEFIT  ROLLS 

Mr.  Early.  I  see  people  all  over  the  country  are  complaining 
about  the  abuses  in  all  our  social  programs  that  they  read  about. 

I  don't  see  any  of  them  complaining  about  the  people  that  re- 
ceive these  benefits  that  are  really  entitled  to  them.  If  we  can 
really  get  at  the  ineligibles,  we  are  really  making  progress. 

Mr.  Doggette.  That  is  where  we  intend  to  focus  much  of  our 
activity  during  this  coming  year.  As  I  indicated,  there  are  major 
increases  in  the  budgets  for  tightening  up  disability  eligibility;  also, 
as  Mr.  Schutzman  mentioned,  we  are  really  trying  to  improve  our 
efforts  at  determining  the  ineligibles  in  the  SSI  program. 

We  have  done  bank  account  verifications  in  certain  cases  already 
in  district  offices.  We  are  doing  a  number  of  other  things  to  try  to 
improve  those  processes. 

VOCATIONAL  REHABILITATION 

Mr.  Early.  Those  are  things  I  think  we  should  do.  But  going 
back  to  Mr.  Natcher's  earlier  question  about  cost-effectiveness, 
with  regards  to  the  handicapped,  that  is  a  thin  line  who  is  going  to 
determine  who  is  rehabilitate,  and  who  isn't. 

I  don't  know  how  anyone  can  easily  predict  who  can  be  rehabili- 
tated. To  Mr.  Natcher's  questions,  your  responses  were  we  are 
going  to  redefine  that. 

I  am  talking  about  the  abusers.  I  think  you  have  done  a  fine  job. 
You  have  suggested  you  can  improve  that  20  percent  figure  in  that 
one  category.  As  far  as  the  eligibles  Mr.  Natcher  mentioned,  I  don't 
know  if  we  are  going  down  the  right  road  by  predetermining  that 
they  should  be  ineligible  because  some  bureaucrat  says  that  they 
are  not  rehahilitable. 

Mr.  Doggette.  I  guess  what  we  are  really  saying  is  that  in  the 
past  our  administration  of  the  vocational  rehabilitation  program 
has  come  under  heavy  criticism  from  the  General  Accounting 
Office  as  well  as  from  OMB  because  lots  of  money  

Mr.  Early.  They  want  to  cost-account  everything.  In  a  lot  of 
your  programs,  you  are  supplying  a  service  that  you  can't  associate 
a  cost  with;  it  is  not  just  not  too  expensive. 

I  don't  think  we  are  neceaasrily  doing  the  right  thing  if  we 
redefine  because  of  OMB.  We  will  look  better  in  our  statistics  and 
error  rate  probably,  but  we  will  be  less  responsible. 

Mr.  Doggette.  We  appreciate  the  comments  and  also  appreciate 
your  recognition  of  the  fine  job  the  Social  Security  Administration 
does  in  the  other  major  programs  that  we  administer  which  we 
believe  is  often  overlooked  by  many. 

Mr.  Early.  It  isn't  overlooked.  We  kept  giving  you  additional 
responsibilities  because  you  did  it  so  well. 

Mr.  Doggette.  Thank  you. 

Mr.  Early.  Thank  you,  Mr.  Chairman. 

BUDGET  ESTIMATE  FOR  ASSISTANCE  PAYMENTS 

Mr.  Natcher.  The  current  estimate  for  assistance  payments  was 
put  together  several  months  ago,  as  you  know,  Mr.  Doggette. 
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Will  the  third  quarter  report  on  public  assistance  expenditures, 
which  I  believe  is  due  this  week,  indicate  that  your  1982  estimate  is 
either  too  high  or  too  low?  What  about  this? 

Mr.  Montell.  We  believe  that  the  third  quarter  report  will  be 
consistent  with  our  budget  estimates — that  our  budget  estimates 
are  on  the  mark  based  on  experience  to  date. 

AFDC  ERROR  RATES 

Mr.  Natcher.  What  is  the  most  recent  information  available  on 
error  rates  in  the  aid  to  families  with  dependent  children  program? 

Mr.  Doggette.  Mr.  Schutzman  will  start  out  on  that  one. 

Mr.  Schutzman.  The  most  recent  published  data  available  is  for 
the  period  April  through  September  of  1979.  That  error  rate  was 
9.5  percent  which  was  a  reduction  from  the  previous  rate  of  10.4 
percent  for  October  through  March  of  1979. 

We  are  just  about  putting  together  the  final  data  on  the  six 
month  period  ending  in  March  of  1980.  We  expect  there  will  be  a 
sizable  reduction.  We  are  in  fact  just  about  prepared  to  issue  a 
press  release  and  some  letters  to  the  committee  chairmen  in  the 
Congress. 

Mr.  Natcher.  If  you  will,  include  in  the  record  at  this  point  a 
table  summarizing  the  error  rate  for  the  aid  to  familes  with  de- 
pendent children  program  over  the  last  four  years,  including  the 
results  of  your  most  recent  survey,  if  you  will  put  that  in  the 
record  for  us. 

Mr.  Doggette.  Yes,  sir. 

[The  information  follows:] 

AFDC  ERROR  RATES 

Dollar  error  rates  (in  percent) 

Review  period 


Old  definition 1      New  definition 1 


January  to  June  1976   9.1   

July  to  December  1976   8.5   

January  to  June  1977   8.6   

July  to  December  1977   8.7   

January  to  June  1978   8.1   

April  to  September  1978    8.1  9.4 

October  1978  to  March  1979   10.4 

April  to  September  1978    9.5 

October  1979  to  March  1980   8.3 

1  The  old  definition  for  error  rates  excludes  errors  associated  with  new  AFDC  eligibility  requirements  associated  with  State  failure  to  properly  apply 
child  support  requirements  and  failure  to  obtain  Social  Security  numbers  for  AFDC  recipients.  The  new  requirements  were  included  in  the  error  rates 
starting  the  April  to  September  1978  period. 

Mr.  Natcher.  What  is  the  total  dollar  value  of  erroneous  pay- 
ments expected  to  be  paid  in  1981,  1982  and  how  much  of  these  are 
federally  financed? 

Mr.  Schutzman.  Erroneous  Federal  payments  for  the  period 
April,  1979  through  September,  1979,  were  $266  million.  That  is  for 
a  six  months  period.  One  would  have  to  say  that  the  total  would  be 
in  excess  of  $500  million  for  that  period. 

As  I  said,  subsequent  to  that  period  we  believe  that  the  error 
rate  is  lower  and  would  be  somewhat  lower  in  the  future.  The 
erroneous  payments  would  be  somewhat  lower  than  that  $500  mil- 
lion. 
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Mr.  Natcher.  Are  you  operating  under  the  Michel  amendment 
or  your  original  quality  control  regulations? 

Mr.  Schutzman.  In  the  current  period  we  are  operating  under 
the  Michel  amendment.  However,  because  it  takes  so  long  to 
gather  this  data  and  report  on  it,  the  data  we  are  talking  about  is 
still  under  our  March  1979  regulations.  These  regulations  apply 
through  the  period  which  ended  in  September  of  1980. 

The  Michel  amendment  is  in  effect  right  now  but  those  results 
will  not  be  reported  until  sometime  late  next  year. 


AFDC  FISCAL  SANCTION  POLICY 


Mr.  Natcher.  Have  you  imposed  any  financial  penalties  in 
either  1980  or  to  date  in  1981  under  your  quality  control  system? 

Mr.  Schutzman.  No,  we  have  not.  In  September  of  last  year, 
when  we  got  the  results  for  the  period  which  ended  September  of 
1979,  there  were  some  11  States  who  would  have  been  subject  to 
this  penalty. 

However,  Secretary  Harris  stipulated  that  we  would  give  the 
States  a  conditional  waiver  based  on  the  fact  they  would  submit 
corrective  action  plans  to  us  and  they  would  implement  those 
corrective  action  plans. 

Mr.  Natcher.  What  is  the  total  dollar  value  of  any  penalties 
which  might  have  been  imposed  in  1980  and  1981? 

Mr.  Schutzman.  The  penalties  for  1980  would  have  been  $17 
million. 

Mr.  Natcher.  What  would  you  say  about  1981  up  to  this  time? 

Mr.  Schutzman.  Preliminary  indications  were  that  there  were 
only  six  States  that  would  have  been  liable  to  that  penalty.  I  don't 
have  a  figure  on  that.  It  would  be  substantially  lower  than  that  $17 
million. 

Mr.  Natcher.  All  right.  You  can  submit  a  figure  in  the  record  if 
you  will,  please. 

[The  information  follows:] 

State  liability  for  erroneous  AFDC  payments 

[Potential  penalty  for  October  1979  to  March  1980] 

State: 

Massachusetts   $2,422,000 

New  Jersey   2,579,000 

Wisconsin  

Vermont   208,000 

New  Hampshire   54,000 

Maryland  

Michigan  

Montana  ?!  

Arkansas  

Maine  

Wyoming   32,000 

Colorado   74,000 

Total   5,369,000 

REALISTIC  AFDC  ERROR  RATE  TARGETS 

Mr.  Natcher.  I  believe  your  budget  material  assumes  $98  million 
in  penalties  in  1982  under  the  Michel  amendment.  You  indicate, 
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however,  that  you  consider  the  four  percent  target  to  be  unrealis- 
tic. 

If  you  consider  this  rate  to  be  unfair,  why  not  change  it?  Why 
don't  you  propose  a  change? 

Mr.  Schutzman.  The  Assistant  Secretary  for  Planning  and  Eval- 
uation has  a  group  that  has  been  trying  to  determine  what  would 
be  a  reasonable  error  rate.  Their  report  is  due  sometime  this  year. 
They  have  had  some  preliminary  discussions  on  it.  The  attempt 
was  to  study  the  problem,  in  some  scientific  way,  if  at  all  possible, 
and  see  what  a  reasonable  error  rate  would  be.  Four  percent  may 
be  correct. 

Ms.  McMahon.  I  would  like  to  add,  if  I  may,  that  in  the  budget 
justification  the  term  unrealistic  doesn't  necessarily  mean  unfair.  I 
think  the  States  have  known  for  quite  a  while  now  that  this 
department  is  serious  about  getting  error  rates  down. 

Although  they  haven't  made  the  target,  it  appears  under  the 
latest  information  they  are  closer  than  what  we  show  in  our  budget 
document. 

Consequently,  as  Mr.  Schutzman  said,  four  percent  may  in  fact 
be  reasonable  and  realistic.  I  don't  think  it  is  fair  just  to  say  that 
because  they  may  not  get  there  that  it  isn't  fair  to  require  them  to 
make  the  effort. 

Mr.  Natcher.  All  right. 

CHILD  SUPPORT  ENFORCEMENT  PROGRAM  COSTS 

Mr.  Doggette,  if  you  will,  describe  to  the  committee  why  the  costs 
of  the  child  support  enforcement  program  are  so  much  higher  in 
1981  than  you  originally  planned. 

Mr.  Doggette.  Mr.  Hays,  the  Acting  Director  of  that  program, 
should  respond  to  those  questions. 

Mr.  Natcher.  Go  right  ahead,  Mr.  Hays. 

Mr.  Hays.  Yes.  Mr.  Chairman,  the  estimated  administrative  costs 
are  approximately  $100  million  more  than  what  we  had  indicated 
in  the  previous  budget  submission.  Approximately  80  percent  of 
that  increase  is  due  to  the  fact  that  in  the  intervening  year  be- 
tween the  1981  budget  submission  and  the  1982  budget  submission, 
Congress  passed  legislation  providing  for  permanent  Federal  fund- 
ing for  the  non-AFDC  portion  of  the  program,  those  child  support 
services  provided  to  families  who  are  not  receiving  public  assist- 
ance. 

Our  previous  budgets  had  not  assumed  that  the  Congress  would 
in  fact  make  that  change  in  the  law.  So  that  is  the  major  reason 
for  the  increase  in  our  estimate  of  the  1981  expenditures. 

STATUS  OF  EVALUATION  OF  THE  CHILD  SUPPORT  ENFORCEMENT 

PROGRAM 

Mr.  Natcher.  In  1978  this  committee  approved  funds  for  an 
evaluation  of  this  program,  as  you  know,  which  has  still  not  been 
completed.  Have  events  overcome  the  usefulness  of  this  study? 

If  you  will,  why  hasn't  it  been  completed? 

Mr.  Hays.  Mr.  Chairman,  we  have  in  fact  completed,  what  you 
might  call,  one-third  of  that  study.  The  evaluation  study  is  being 
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performed  under  contract  and  it  is  being  performed  over  a  three- 
year  period. 

The  terms  of  that  contract  call  for  a  report  after  each  year  of  the 
evaluation.  We  have  received  the  first  year's  report.  We  are  well 
into  the  second  year.  We  have  provided  to  this  committee  the  first 
year  report  and  a  summary  thereof. 

I  feel  that  not  only  will  the  report  be  useful  to  us  when  it  is 
totally  completed  in  about  a  year  and  a  half  from  now,  but  I  think 
each  year's  report  is  also  very  helpful.  And  the  first  year's  report 
that  we  did  receive  I  think  indicates  fairly  clearly  that  overall  the 
program  is  cost-effective  and  over  the  first  several  years  of  the 
program  has  returned  approximately  $3.50  of  collections  for  every 
dollar  of  administrative  costs  to  run  the  program. 

STATE  GOVERNMENT'S  ROLE  IN  CHILD  SUPPORT  ENFORCEMENT 

PROGRAM 

Mr.  Natcher.  Is  it  necessary  for  the  Federal  Government  to 
continue  to  support  the  child  support  program?  If  you  will,  tell  us 
why  it  shouldn't  be  turned  over  to  the  State  and  local  govern- 
ments. 

Mr.  Hays.  As  you  know,  Mr.  Chairman,  the  basic  responsibility 
for  collecting  child  support,  for  locating  absent  parents,  establish- 
ing paternity  and  enforcing  support  obligations  does  in  fact  fall 
upon  the  shoulders  of  State  and  local  governments. 

Prior  to  1975  when  the  Congress  enacted  Title  IV-D  of  the  Social 
Security  Act  there  had  been  a  very  poor  record  on  the  part  of  most 
State  and  local  governments  in  pursuing  child  support  obligations. 

One  of  the  consequences  of  that,  of  course,  was  a  rapidly  escalat- 
ing AFDC  caseload  based  on  the  absence  of  the  parent  from  the 
home.  So  Congress  saw  fit  in  1975  to  substantially  beef  up  the 
Federal  role  in  providing  additional  incentives  to  State  and  local 
government  to  take  a  more  aggressive  role  in  collecting  child  sup- 
port and  also  to  provide  greater  technical  assistance  to  the  States. 

It  would  seem  to  me  that  given  the  current  status  of  the  AFDC 
program,  the  fact  that  it  is  still  heavily  federally-financed  and 
there  is  still  heavy  Federal  responsibility,  it  would  also  make  sense 
to  maintain  the  current  degree  of  Federal  responsibility  for  en- 
forcement of  child  support  as  well. 

ENERGY  AND  EMERGENCY  ASSISTANCE  BLOCK  GRANT  PROGRAM 

Mr.  Natcher.  When  do  you  expect  to  transmit  to  the  Congress 
your  new  hardship  assistance  block  grant  proposal? 

Ms.  McMahon.  That  bill  was  sent  up  last  Friday,  the  24th  of 
April. 

Mr.  Natcher.  If  you  will,  describe  to  the  committee  briefly  how 
this  block  grant  would  operate? 

Ms.  McMahon.  It  is  a  four-year  authorization.  The  States  would 
receive  their  allocation  based  on  75  percent  of  what  they  got  in  the 
1981  program  plus  75  percent  of  what  any  State  had  in  the  AFDC 
Emergency  Assistance  program. 

The  States  would  then  design  any  program  they  want  that  meets 
the  simple  restriction  that  it  be  within  the  area  of  emergency  and 
energy  assistance. 
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We  believe  the  States  will  probably  build  on  what  they  have  done 
in  this  year's  block  grant.  Many  States  have  used  vendor  payments 
as  well  as  cash  payments.  They  have  tried  to  target  their  funds  to 
the  elderly  and  most  needy. 

We  feel  the  States  will  continue  to  do  that  kind  of  thing  but  we 
don't  have  those  restrictions  in  the  block  grant. 

Mr.  Natcher.  Place  a  summary  of  the  legislation  in  the  record 
at  this  point. 

[The  information  follows:] 


238 


SECTION-BY-SECTION  SUMMARY  OF  THE 
ENERGY  AND  EMERGENCY  ASSISTANCE  BLOCK  GRANT  ACT 


Findings 

Section  2  sets  out  the  Congressional  findings  that  support  the 
need  for  enactment  of  the  draft  bill.     Congress  finds  and  declares 
that  notwithstanding  significant  Federal  funding  for  home  energy 
assistance  and  emergency  assistance,  the  most  effective  use  of  that 
funding  should  be  determined  at  the  State  and  local  level.     To  that 
end,   the  provision  of  a  consolidated  Federal  grant,  with  minimal 
Federal  requirements,  will  facilitate  the  effective  use  of  public 
resources  to  meet  the  needs  of  the  residents  of  each  State. 

Purpose  of  Grants 

Section  3  states  that  the  grants  are  made  to  States  so  they  may 
assist  individuals  and  families,  particularly  those  most  in  need, 
to  deal  with  the  high  cost  of  home  energy  and  with  their  emergency 
financial  needs.     To  accomplish  these  objectives,   the  State  may 
use  the  Federal  grants  to  provide  (directly  or  indirectly)  home 
energy  assistance,  and  to  address  financial  emergencies  through  the 
provision  of  cash  assistance  (or  in-kind  aid),  emergency  medical 
care  or  social  services,  or  any  other  form  of  related  assistance 
that  is  consistent  with  the  broad  purposes  of  the  Act. 

Authorization  of  Appropriations 

Section  4  specifies  the  dollar  amount,  $1,398,800,000,  that 
is  authorized  to  be  appropriated  for  each  of  the  four  fiscal  years 
beginning  with  1982  for  grants  to  States. 

Allotments 

Section  5  directs  the  Secretary  to  allot  the  appropriations 
for  each  year  as  follows:     approximately  97  percent  will  be  allotted 
among  the  States  in  proportion  to  the  portion  each  jurisdiction 
received  of  the  appropriation  for  the  low-income  energy  assistance 
program  in  fiscal  year  1981  (including,   for  this  purpose,  amounts 
that  would  have  been  paid  to  the  State  but  were  instead  paid  by  the 
Secretary  to  Indian  tribal  organizations)  and  the  remainder  in  pro- 
portion to  the  State's  share  of  the  total  emergency  assistance 
expenditures  (under  the  AFDC  program  in  Part  A  of  title  IV  of  the 
Social  Security  Act)  by  all  the  States  for  fiscal  year  1980.  How- 
ever,  there  is  no  fixed  allotment  in  the  latter  program,  and  the 
complete  amount  of  a  State's  reimbursable  emergency  assistance 
expenditures  may  not  be  settled  prior  to  making  the  first  year's 
allotments.     Therefore,   the  Secretary  is  authorized  to  determine, 
before  September  1,   1981,   the  amount  of  1980  emergency  assistance 
expenditures  claimed  before  July  1,   1981,   that  are  reimbursable  (or 
likely  to  be  reimbursable)  under  the  AFDC  program.     This  determina- 
tion is  not  reviewable,  and  has  relevance  only  for  purposes  of 
developing  the  allotment  formula  under  this  Act. 
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Payments  to  States 

Section  6(a)  directs  the  Secretary  to  make  payments  to  each 
State  from  its  allotment,  in  accordance  with  Section  203  of  the 
Intergovernmental  Cooperation  Act.     Section  203  directs  that  States 
be  paid  at  times  that  will  both  be  consistent  with  program  purposes 
and  minimize  the  time  between  payment  to  the  State  and  its  disburse- 
ment of  the  funds. 

Subsection  (b)  specifies  that  amounts  paid  to  the  States  under 
this  Act  from  its  allotment  for  a  fiscal  year  must  be  obligated  by 
the  State  in  the  same  or  the  following  fiscal  year,  and  must  be 
expended  in  the  year  of  obligation  or  the  following  year. 

Subsection  (c)  authorizes  States  to  reserve  up  to  10  percent  of 
the  allotment  under  this  Act  for  use  in  any  of  the  other  three  block 
grants  for  health  services,  prevention  of  health-related  problems, 
and  social  services,  being  concurrently  proposed  by  the  Administra- 
tion.    The  rules  of  the  Act  under  which  the  funds  are  being  expanded 
will  govern  the  use  of  the  funds.     Amounts  transferred  from  any  of 
those  programs  to  this  one  will  be  subject  to  the  provisions  of  this 
Act,  but  will  not  affect  the  calculation  of  a  State's  allotment. 
The  State  is  to  notify  the  Secretary  of  any  such  transfer  between 
block  grants. 

Subsection  (d)(1)  permits  a  State  to  use  a  portion  of  its  allot- 
ment to  purchase  necessary  technical  assistance,  from  either  public 
or  private  sources,  to  develop  and  carry  out  activities  under  this 
Act. 

Paragraph  (2)  of  this  subsection  authorizes  States,  in  addition 
to  reallocating  funds  to  units  of  local  government,  to  give  clear 
consideration  to  community-based  self-help  organizations  of  demon- 
strated effectiveness. 

Subsection  (e)  provides  a  mechanism  by  which  the  Secretary  can 
make  direct  payments  to  an  Indian  tribal  organization  if  he  finds 
that  the  State  has  not  provided  (or  is  likely  not  to  provide)  funds, 
in  the  requisite  amount,  to  that  tribal  organization.     The  subsection 
is  applicable  only  to  tribal  organizations  that  received  low-income 
energy  assistance  funds  from  the  Secretary  for  fiscal  year  1981. 
The  amount  the  State  pays  must  be  in  proportion  to  the  share  of  the 
State's  fiscal  year  1981  allotment  that  the  tribal  organization 
received  from  the  Secretary  for  1981.     The  Secretary  is  authorized 
to  reduce  a  State's  allotment  by  the  amount  necessary  for  him  to 
make  payments  directly  to  the  Indian  tribal  organization  to  maintain 
the  1981  ratio.     The  Act's  provisions  will,   in  general,  be  applicable 
to  tribal  organizations  and  the  payments  they  receive  under 
subsection  (d),  except  to  the  extent  that  the  Secretary  adopts 
different  or  additional  rules  governing  application  for  or  expendi- 
ture of  payments.     Amounts  remaining  available  that  were  reserved 
from  a  State's  allotment,  but  not  paid  to  a  tribal  organization, 
will  be  restored  to  that  same  allotment. 
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State  Administration 

Section  7(a)  of  the  draft  bill  requires  that  the  chief  execu- 
tive officer  of  each  State  receiving  grants  under  the  Act  report  on 
the  intended  use  of  its  grant  before  making  any  expenditures  from 
the  grant.     The  report  is  to  be  made  available  to  the  public  for 
review  and  comment  by  any  person,  including  any  Federal  or  other 
public  agency.     The  report  must  be  revised  as  necessary  to  show 
significant  changes  in  the  use  of  the  funds  and  the  revisions  made 
similarly  available. 

Subsection  (b)  makes  clear  that  the  State  may  use  grant  funds 
for  the  normal  range  of  administrative  costs,   including  planning, 
operating,  and  evaluating  the  activities  assisted  under  the  Act. 

Limitation  on  Use  of  Grants 

Section  8(a)  of  the  bill  contains  a  prohibition  on  the  use  of 
the  grants  for  purchase  of  land,  or  for  construction  of  or  permanent 
improvements  to  buildings  or  facilities.     Exception  is  made,  however, 
for  low-cost  weatherization  jobs  on  homes,  or  minor  home  repairs 
(for  energy  related  or  emergency  reasons). 

Subsection  (b)  gives  the  Secretary  authority  to  waive  the 
prohibition  if  the  State's  waiver  request  demonstrates  extraordinary 
circumstances,  and  the  Secretary  finds  that  the  waiver  will  assist 
the  State  in  carrying  out  the  Act's  purposes. 

Reports  and  Audits 

Section  9(a)  requires  each  State  to  prepare  reports  on  its 
expenditure  of  block  grant  payments.     The  reports  will  be  in  the 
form  and  contain  information  and  be  prepared  as  frequently  (but  at 
least  every  2  years)  as  the  State  considers  necessary  to  provide  ••>. 
a  description  of  the  State's  activities.     The  reports  will  cover 
matters  such  as  the  amounts  and  types  of  assistance  furnished  and  the 
numbers  and  characteristics  of  individuals  and  families  assisted. 
Copies  of  the  report  will  be  available  for  public  inspection  and 
will  be  provided  to  any  interested  public  agency  which  may,   in  turn, 
submit  its  views  to  the  Congress. 

Subsection  (b)  provides  that  the  State  will  conduct  an  audit 
of  its  expenditures  under  the  Act  at  least  once  every  2  years,  and, 
within  30  days  after  completion  of  the  audit,  provide  a  copy  to  its 
legislature  and  to  the  Secretary.     The  audit  must  be  conducted  by 
an  entity  independent  of  any  agency  funded  under  the  Act.     The  State 
must  repay  amounts  found  not  to  have  been  properly  spent  (or  the 
Secretary  may  offset  those  amounts  against  other  amounts  due  the 
State  under  the  Act). 

Subsection  (c)  calls  attention  to  Section  202  of  the  Inter- 
governmental Cooperation  Act,  requiring  proper  accounting  by  a 
State  for  any  Federal  grant  funds  made  available  to  it,  and  requiring 
that  the  Secretary  and  the  Comptroller  General  have  necessary  access 
to  books  and  records  for  audit  purposes.     Audit  provisions  in  the 
Intergovernmental  Cooperation  Act  of  1968  would  be  carried  out  under 
government-wide  directives  designed  to  ensure  that  duplicative 
Federal  audit  activities  are  not  conducted  in  addition  to  State 
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sponsored  audits  using  generally  accepted  accounting  principles.  The 
Act  would  apply  to  grants  under  the  draft  bill  in  the  same  manner 
it  applies  to  all  other  Federal  agencies. 

Nondiscrimination 

Section  10  of  the  draft  bill,  modeled  on  a  section  of  the 
Housing  and  Community  Development  Act  of  1974,  prohibits  discrimina- 
tion on  the  ground  of  race,  color,  national  origin,  or  sex  in  any 
program  or  activity  funded  under  the  Act,  and  also  expressly  recog- 
nizes the  application  of  Section  504  of  the  Rehabilitation  Act  of 
1973,  which  prohibits  discrimination  against  qualified  handicapped 
persons,  and  the  anti-discrimination  provisions  of  the  Age  Discrimi- 
nation Act  of  1975.     Whenever  the  Secretary  determines  that  there 
has  been  a  failure  to  comply  with  these  non-discrimination  provi- 
sions,  the  Secretary  must  notify  the  Governor  of  the  State.  The 
Governor  is  given  up  to  60  days  to  secure  compliance.     If  the 
Governor  does  not  secure  timely  compliance,   the  Secretary  may  refer 
the  matter  to  the  Attorney  General  and  recommend  the  commencement 
of  a  civil  action  to  secure  compliance.     Alternatively,  the 
Attorney  General  may  institute  proceedings  under  current  statutes, 
such  as  title  VI  of  the  Civil  Rights  Act  of  1964,  that  now  apply  to 
discrimination . 

Definitions 

Section  11  defines  "Secretary"  to  mean  the  Secretary  of  Health 
and  Human  Services  and  "State"  to  include  the  District  of  Columbia, 
Puerto  Rico,  Guam,  the  Virgin  Islands,  American  Samoa,  the  Northern 
Mariana  Islands,  and  the  Trust  Territory  of  the  Pacific  Islands. 

Repeals 

Section  12  repeals  the  emergency  assistance  provisions  of  the 
AFDC  program  contained  in  Part  A  of  title  IV  of  the  Social  Security 
Act,  the  Home  Energy  Assistance  Act,  and  the  authority  for  the 
Emergency  Energy  Conservation  Services  program,  Section  222(a)(5) 
of  the  Economic  Opportunity  Act  of  1964. 

Effective  Date 


Section  13  provides  that  the  Act,  and  repeals  made  by  it,  will 
be  effective  October  1,  1981. 
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Mr.  Natcher.  How  much  of  the  money  appropriated  for  low 
income  energy  assistance  in  1981  do  you  expect  to  be  used  by  the 
30th  day  of  May? 

Ms.  McMahon.  Mr.  Chairman,  I  have  a  bit  of  a  problem  answer- 
ing that  question  simply  because  there  is  so  much  outstanding 
information.  We  don't  have  reports  yet  from  all  States;  most  of  the 
reporting  we  have  is  only  through  the  end  of  February.  There  has 
been  a  lot  of  activity  in  the  program  during  the  month  of  March 
and  a  number  of  States  have  cooling  programs  that  have  yet  to  go 
into  effect. 

It  is  very  difficult  to  make  a  projection  of  what  they  will  spend 
through  the  end  of  May.  We  would  be  happy  to  supply  something 
at  a  later  date. 

Mr.  Natcher.  Turn  that  over  to  Mr.  Stephens  if  you  will  as  soon 
as  it  is  available. 

Mr.  EARLY. 

CHILD  SUPPORT  COLLECTIONS 

Mr.  Early.  You  say  child  support  collection  has  been  improving 
since  the  1975  Act? 
Mr.  Hays.  Yes. 
Mr.  Early.  At  what  rates? 

Mr.  Hays.  Child  support  collections  have  essentially  tripled  since 
the  program  had  its  first  full  year  of  operation  in  Federal  fiscal 
year  1976. 

Mr.  Early.  The  amount  collected  has  tripled;  it  isn't  because 
there  are  more  parents  out  there  eligible  to  pay  the  monies,  is  it? 

Mr.  Hays.  There  are  in  fact  more  parents  out  there  to  pay 
support,  but  the  basic  and  primary  reason  for  the  increase  in 
collections  up  to  this  point  has  just  been  more  vigorous  efforts  to 
locate  absent  parents  and  to  enforce  their  support  obligations. 

All  of  the  States,  for  example,  have  implemented  programs  since 
the  beginning  of  the  program  in  1975.  Many  more  local  district 
attorneys  and  county  prosecutors  have  become  involved  in  the 
program.  So  our  collections  have  gone  from  approximately  $500 
million  in  1976  to  almost  $1V2  billion  in  fiscal  year  1980  and 
continue  to  increase. 

Mr.  Early.  That  is  fine  as  long  as  it  isn't  just  there  are  more 
people  owing.  We  are  diminishing  the  amount  owed  compared  to 
the  past? 

Mr.  Hays.  We  are  certainly  trying  to  keep  absent  parents  who 
owe  support  on  a  current  basis  and  to  reduce  any  arrearages  that 
might  be  due. 

Mr.  Early.  Are  some  States  doing  better  than  other  States? 

Mr.  Hays.  Yes,  that  is  a  fair  statement.  I  would  be  pleased  to 
report  that  the  State  of  Massachusetts  is  in  fact  one  of  our  most 
effective  programs  in  terms  of  the  amount  of  money  that  they  are 
able  to  collect,  the  cost  effectiveness.  In  other  words,  how  much 
they  get  in  return  for  their  expenditures. 

Mr.  Early.  Supply  for  the  record  a  brief  summary  of  the  several 
States  your  agency  feels  is  doing  the  best  job. 

Mr.  Hays.  In  fact,  Secretary  Schweiker  earlier  this  year  wrote  to 
the  governors  of  eight  States  congratulating  them  for  their  superi- 
or performance  in  the  child  support  program  during  fiscal  1980  and 
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Governor  King  was  one  of  those  eight  governors  who  received  the 
congratulations  from  the  Secretary. 
Mr.  Early.  Fine. 

Would  you  supply  those  eight  States  for  the  record? 

Mr.  Hays.  Surely. 

[The  information  follows:] 

States  With  Best  Child  Support  Enforcement  Performance 

The  eight  States  which  received  letters  from  the  Secretary  for  superior  perform- 
ance were  Connecticut,  Idaho,  Iowa,  Massachusetts,  Michigan,  South  Carolina,  Ver- 
mont and  Wisconsin.  All  eight  States  produced  a  net  savings  for  the  Federal 
Government.  Six  States  had  large  increases  in  collections  over  the  previous  year. 
Michigan  produced  the  largest  net  State  savings  in  the  country  and  Massachusetts 
had  the  highest  return  on  the  dollar  of  any  State. 

Mr.  Early.  Thank  you,  Mr.  Chairman. 
Mr.  Natcher.  Yes. 

LOW  INCOME  ENERGY  ASSISTANCE 

How  many  households  participated  in  the  Low  Income  Energy 
program  in  1980? 

Ms.  McMahon.  With  the  fiscal  year  1980  program  we  estimate 
that  the  States  served  approximately  4.7  million  households  from 
HHS  block  grant  funds. 

Mr.  Natcher.  How  many  do  you  anticipate  for  1981? 

Ms.  McMahon.  It  is  difficult  to  judge  what  the  rest  of  the  pro- 
gram will  do.  According  to  the  reporting  information  we  have 
through  the  end  of  February  shows  that  almost  3.8  million  families 
have  been  served.  Again,  we  expect  a  lot  of  activity  during  March 
and  April  that  hasn't  been  reported  on  yet. 

Mr.  Natcher.  Can  you  give  us  some  idea  as  to  the  average 
amount  of  assistance  per  household  in  1980  and  1981? 

Ms.  McMahon.  Although  we  do  not  have  a  precise  count  of  the 
number  of  households  served,  our  best  estimate  is  that  the  average 
payment  in  the  1980  program  was  $150.  According  to  on  the  data 
we  have  available  as  of  the  end  of  February,  with  only  34  States 
reporting,  the  average  payment  is  $231.34  in  the  fiscal  year  1981 
program. 

crisis  assistance 

Mr.  Natcher.  How  much  of  the  $87.5  million  in  crisis  assistance 
funds  at  CSA  has  been  spent  so  far  this  year?  Can  you  give  us 
some  idea  about  that? 

Ms.  McMahon.  According  to  CSA's  latest  financial  reports,  they 
have  obligated  $84  million  to  their  grantees.  They  propose  to  report 
to  us  within  a  month  what  they  have  done  with  the  money.  We 
don't  have  that  information. 

Mr.  Natcher.  Obligated  the  full  amount. 

Ms.  McMahon.  They  have  obligated  the  full  $84  million  to  their 
grantees. 

COOLING  ASSISTANCE  PROGRAM 

Mr.  Natcher.  How  much  money  was  spent  on  cooling  assistance 
in  1980  and  what  do  you  expect  now  the  allowances  are  for  1981? 
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Ms.  McMahon.  There  was  no  actual  cooling  program  in  the 
fiscal  year  1980  program,  although  I  think  about  $13  million  was 
spent  at  the  time  that  Congress  moved  some  money  around  when 
there  was  a  major  heat  wave  last  year.  The  cooling  program  in  the 
fiscal  year  1981  program  hasn't  really  gone  into  effect  yet.  So  far, 
11  States  have  projected  they  will  spend  about  $17.3  million. 

We  are  also  expecting  to  get  plan  amendments  from  other  States 
during  this  month  to  establish  additional  cooling  programs.  There- 
fore there  may  be  more  than  that  amount  spent  for  cooling. 

Mr.  Natcher.  If  you  will,  insert  in  the  record  at  this  point  a  list 
of  those  States  which  have  chosen  to  establish  cooling  assistance 
programs  and  the  amount  received  for  each  of  these  States.  If  you 
will  place  that  in  the  record  for  us,  we  would  appreciate  it. 

[The  information  follows:] 

States  with  cooling  assistance  and  amount  projected 


State'  Amount 

Arizona   $187,500 

Arkansas   500,000 

District  of  Columbia   102,000 

Florida   2,186,678 

Illinois   3,054,808 

Kansas   69,616 

New  Jersey   5,000 

New  Mexico   7,887,104 

Tennessee   243,009 

Texas   2,060,000 

Virginia   1,029,399 


Total   17,315,116 


EFFECT  ON  POOR  FAMILIES  OF  BLOCK  GRANT  PROGRAM 

Mr.  Natcher.  Your  budget  proposes  to  broaden  the  energy  assist- 
ance program  to  other  types  of  emergencies,  but  to  reduce  Federal 
assistance  by  $500  million.  What  effect  do  you  expect  this  to  have 
on  poor  families  who  have  come  to  depend  upon  this  assistance? 

Ms.  McMahon.  Mr.  Chairman,  we  believe  that  by  providing  the 
States  greater  flexibility  under  the  emergency  and  energy  assist- 
ance block  grant  and  by  relieving  them  of  a  number  of  reporting 
requirements  and  administrative  burdens,  they  will  be  able  to 
target  the  money  more  effectively  to  the  truly  needy,  those  who 
have  the  greatest  need  for  the  program. 

We  recognize  that  there  is  difficulty  in  reducing  money  in  any 
program,  but  I  think  Secretary  Schweiker  said  it  very  well:  You 
cannot  cut  the  budget  without  cutting  the  budget. 

Mr.  Natcher.  Would  it  be  more  or  less  assistance  for  these 
particular  families? 

Ms.  McMahon.  It  depends — some  families  could  get  more,  some 
will  obviously  get  less.  The  States  will  have  the  right  to  make  the 
decision  on  who  gets  how  much.  The  States  will  be  able  to  use  up 
to  10  percent  of  the  3  other  block  grants  (social  services  and  two 
health  block  grants)  for  energy  and  emergency  assistance  if  they 
wish. 

Mr.  Natcher.  Mr.  Porter. 

Mr.  Porter.  Thank  you,  Mr.  Chairman. 
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CHILD  SUPPORT  ENFORCEMENT  PROGRAM 

I  would  like  to  ask  about  the  child  support  enforcement  program. 
I  wonder  if  you  could  describe  the  success  that  has  been  experi- 
enced in  the  program  and  what  sort  of  efforts  are  being  made  to 
enhance  that  record. 

Mr.  Hays.  Mr.  Porter,  I  would  be  pleased  to  address  that  ques- 
tion. 

We  feel  that  the  results  of  the  program  to  date  have  shown  a 
good  degree  of  success.  We  are  now  collecting,  at  an  annual  rate,  in 
excess  of  $1.5  billion  a  year  in  child  support  collections  and  are 
currently  receiving,  approximately  $3.25  in  collections  for  every 
dollar  of  administrative  cost. 

We  have  plans,  in  effect  two  sets  of  plans,  one  legislative  and  one 
administrative,  in  an  attempt  to  further  improve  the  effectiveness 
and  the  success  of  the  program.  There  are  legislative  proposals 
contained  in  the  President's  fiscal  year  1982  budget  which,  if  en- 
acted, would  increase  child  support  collections  overall,  would 
reduce  administrative  costs  and  would  actually  increase  the  profit- 
ability, if  you  will,  of  the  program  to  both  State  Governments  and 
the  Federal  Government. 

In  addition,  administratively  we  intend  to  step  up  our  efforts  to 
provide  assistance  to  State  and  local  child  support  agencies  in 
improving  the  productivity  of  the  program,  the  efficiency  and  effec- 
tiveness of  the  program,  concentrating  in  two  areas,  one,  to  im- 
prove the  management  of  the  program  at  the  State  and  local  level 
and  the  other  to  stimulate  the  use  of  the  most  effective  possible 
program  techniques,  both  of  which  we  hope  will  have  the  effect  of 
increasing  child  support  collections  and  stabilizing  administrative 
costs. 

CHILD  SUPPORT  PROGRAM  LEGISLATIVE  PROPOSALS 

Mr.  Porter.  What  are  the  five  legislative  proposals,  or  at  least 
what  are  the  most  important  of  those? 

Mr.  Hays.  We  consider  them  all  to  be  important.  The  one  which 
has  perhaps  received  the  most  publicity  is  one  in  which  we  will  be 
able  to  offset  the  Federal  income  tax  refunds  which  would  other- 
wise be  paid  to  an  absent  parent  who  has  a  child  support  delin- 
quency. That  proposal  is  modeled  on  some  successful  State  prac- 
tices, involving  State  income  tax  refunds;  for  example,  the  State  of 
Illinois  employs  that  practice. 

That  will  have  a  substantial  increasing  effect  on  child  support 
collections  with  a  very  miniscule  increase  in  administrative  costs. 

A  second  proposal  will  be  to  clarify  the  existing  law  to  permit 
child  support  agencies  to  enforce  an  alimony  or  spousal  support 
obligation  in  a  case  that  also  involves  a  child  support  obligation. 

A  third  proposal  will  be  to  prohibit  discharging  child  support 
obligations  in  bankruptcy.  In  the  first  three  years  of  the  program, 
child  support  obligations  were  not  subject  to  discharge  in  bankrupt- 
cy. The  law  was  changed.  We  now  seek  to  reverse  that  situation  to 
protect  families  and  taxpayers. 

A  fourth  change  is  to  charge  a  fee,  if  you  will,  to  families  who 
are  not  receiving  public  assistance  but  who  are  receiving  a  very 
valuable  service  and  benefit  through  the  child  support  program. 
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Those  families  who  are  not  on  public  assistance  would,  in  effect, 
share  in  the  costs  of  that  part  of  the  program  by  having  a  10 
percent  fee  deducted  from  their  child  support  collection. 

Fifth  and  final  is  the  proposal  to  change  the  way  in  which  the  so- 
called  incentive  payment  to  State  and  local  government  is  fi- 
nanced. Currently  in  an  AFDC  case,  there  is  an  incentive  payment 
of  15  percent  which  is  financed  entirely  from  the  Federal  share  of 
the  collection.  Our  proposal  would  share  the  cost  of  that  incentive 
payment  equally  between  the  State  and  the  Federal  Government. 
We  will  not  decrease  the  amount  of  the  incentive  payment  paid  to 
the  typical  county  child  support  program,  but  would  share  more 
equitably  in  the  costs  between  the  State  and  Federal  Governments. 

INTERGOVERNMENTAL  RECIPIENT  INFORMATION 

Mr.  Porter.  Most  Americans  would  think  that  the  right  of  priva- 
cy does  not  extend  to  ripping  off  or  defrauding  the  Federal  Govern- 
ment. I  am  convinced  that  many  Americans  probably  were  sur- 
prised to  read  recently  that  we  have  no  program  to  tie  up  informa- 
tion between,  say,  the  Social  Security  Administration  and  the  Fed- 
eral Government  as  a  whole,  so  that  we  can't  even  determine  that 
somebody  might  be  working  for  the  Federal  Government  full  time 
and  yet  getting  disability  payments  for  an  injury,  and  perpetrating 
that  kind  of  fraud  on  the  Government. 

What  efforts  are  we  making  to  make  available  information  that 
would  cut  down  on  fraud  and  abuse  of  that  type? 

Mr.  Doggette.  I  would  like  to  ask  Mr.  Schutzman  to  respond  to 
that  question  for  you. 

Mr.  Schutzman.  We  do  have  matching  programs.  In  the  past  we 
have  had  matches  between  Federal  employees  and  the  AFDC  pro- 
gram, called  Project  Match.  Earlier  in  my  testimony  this  morning, 
we  talked  about  our  SSI  program  in  which  one  of  the  major  sources 
of  error  is  undisclosed  bank  accounts.  We  are  starting  to  work  with 
IRS  in  order  to  see  if  we  can  match  our  records  with  theirs  in  order 
to  discover  these  bank  accounts. 

We  expect  when  our  new  commissioner  is  confirmed  that  he  will 
be  dealing  directly  with  the  IRS  in  this  area. 

Ms.  McMahon.  I  would  like  to  add  that  we  have  a  proposal 
which  should  come  up  to  the  Congress  very  shortly  within  our 
AFDC  and  social  welfare  amendments  package  that  provides  for  an 
intergovernmental  recipient  information  system.  The  approach  we 
plan  to  use  is  to  expand  on  the  current  benefit  data  exchange 
system  at  SSA;  the  access  to  wage  information,  in  current  law;  the 
90-10  matching  for  family  assistance  management  information  sys- 
tems which  Congress  passed  last  year  effective  this  July.  We  will 
build  on  these  existing  pieces  so  that  where  we  do  have  informa- 
tion available  we  can  cross-match  among  programs.  States  will 
then  know  where  there  are  people  drawing  benefits  from  the  same 
program  in  two  different  States  or  from  more  than  one  program 
without  reporting  it. 


247 


PROTECTION  OF  INDIVIDUAL  PRIVACY 

Mr.  Porter.  Is  there  any  legislation  today  in  existence  that 
protects  the  right  of  privacy  and  prevents  you  from  doing  these 
things? 

Second,  if  you  are  going  to  proceed  along  those  lines — we  all 
worry  a  good  deal  about  Big  Brother  and  big  government  and  the 
right  of  privacy  for  those  who  are  not  ripping  off  the  Govern- 
ment— what  kind  of  protections  ought  to  be  built  into  such  legisla- 
tion? 

Ms.  McMahon.  There  are  specific  safeguards  in  the  law  now 
under  the  Privacy  Act.  We  would  want  to  follow  any  reasonable 
safeguards.  We  would  make  information  available  only  to  people 
who  have  the  need  to  know  because  they  run  public  assistance 
programs. 

We  are  also  going  to  move  in  a  reasonable  manner  to  pull  in  the 
information  as  we  see  a  need  for  it  and  an  ability  to  use  it  with 
proper  safeguards. 

Mr.  Porter.  Mr.  Chairman,  I  have  other  questions  for  the  record 
that  I  would  like  to  submit.  Thank  you. 

Mr.  Natcher.  All  right. 

SURVEY  OF  INCOME  AND  PROGRAM  PARTICIPATION 

Mr.  Natcher.  Your  budget,  Mr.  Doggette,  again,  proposes  to  fund 
a  new  survey  of  income  and  program  participation.  Is  this  a  final 
decision  on  the  part  of  the  new  Administration?  What  do  you  have 
in  mind? 

Mr.  Doggette.  Mr.  Myers  will  answer  that  for  you. 
Mr.  Natcher.  Go  ahead,  Mr.  Myers. 

Mr.  Myers.  Mr.  Chairman,  the  budget  does  contain,  as  you  know, 
a  request  for  an  appropriation  for  $8  million  for  the  first  year  of 
this  phase  of  it,  with  another  $7  million  probably  being  required 
next  year.  We  have  been  looking  at  this  particular  project  and  we 
believe  that  it  would  be  valuable.  Of  course,  as  with  any  project,  it 
is  always  subject  to  reexamination  and  further  study  as  to  its 
usefulness  and  its  necessity. 

Mr.  Natcher.  Mr.  Myers,  as  you  know,  we  didn't  approve  the 
cost  for  this  study  last  year.  Why  is  this  study  actually  necessary? 

Mr.  Myers.  We  believe  that  this  study  would  be  desirable  be- 
cause it  would  provide  some  useful  data,  both  for  making  cost 
estimates  for  various  proposals  and  for  various  types  of  research 
studies.  But  it  is  something,  of  course,  that  must  be  looked  at  to  see 
what  order  of  priority  it  should  have. 

Mr.  Natcher.  The  1982  budget  requests  funds  for  the  first  of 
several  panels.  What  is  the  total  cost  proposed  for  this  study  for  all 
panels  in  all  years?  Do  you  have  any  figures  along  that  line? 

Mr.  Myers.  The  request  would  be  just  for  one  panel  with  no 
implication  that  the  other  panels  would  be  called  for.  If  all  five 
panels  were  being  instituted,  it  would  be  a  cost  of  about  $90  mil- 
lion. Again,  I  presume  that  is  on  a  constant  dollar  basis,  assuming 
no  significant  price  increases.  But  at  the  moment,  the  budget  re- 
quest is  only  for  the  first  half  of  one  of  the  panels. 
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REQUEST  FOR  NEW  POSITIONS  AND  ADDITIONAL  WORK  YEARS 

Mr.  Natcher.  What  is  the  total  number  of  new  positions  and 
additional  work  years  being  requested  in  your  budgets  for  1981  and 

1982? 

Mr.  Doggette.  Mr.  Montell  will  give  those  to  you,  sir. 

Mr.  Natcher.  All  right.  Go  right  ahead,  Mr.  Montell. 

Mr.  Montell.  The  total  request  for  positions  under  current  law, 
for  all  programs  for  which  we  are  requesting  funds  for  fiscal  year 
1981  is  80,000.  We  are  requesting  the  same  amount  for  1982.  In 
other  words,  the  1981  request  is  80,000  and  the  1982  request  is  also 
80,000  full-time,  permanent,  authorized  positions. 

Mr.  Natcher.  Can  you  tell  us  how  many  positions  are  being 
requested  to  implement  new  legislation  which  has  not  yet  been 
enacted  by  the  Congress? 

Mr.  Montell.  The  80,000  that  I  mentioned  does  not  include  new 
legislation  at  all. 

For  new  legislation,  if  it  is  enacted,  we  are  not  requesting  perma- 
nent positions.  We  are  requesting  what  we  call  term  positions,  and 
overtime.  The  total  number  of  term  positions  we  are  requesting  is 
2,195  for  1981  and  7,518  for  1982. 

However,  none  of  those  positions  will  be  used  they  are  in  the 

contingency —  unless  the  legislation  is  enacted. 

CONSTRUCTION 

Mr.  Natcher.  On  page  145  of  the  justifications  you  indicate  that 
an  additional  $24.6  million  is  budgeted  for  construction  of  the 
Metro  West  and  the  Computer  Center  buildings.  What  is  the  total 
cost  of  each  of  these  facilities  and  how  does  that  compare  to  the 
original  estimates  for  these  buildings? 

Mr.  Doggette.  Mr.  Chairman,  with  your  permission,  we  would 
like  to  submit  that  for  the  record. 

Mr.  Natcher.  All  right. 

[The  information  follows:] 

Total  Project  Costs  for  Metro  West  and  Computer  Center  Buildings 

As  shown  in  the  table  below,  the  construction  costs  for  the  Metro  West  and 
Computer  Center  buildings  are  coming  in  slightly  over  the  original  estimate  of  $161 
million  submitted  by  GSA  on  September  4,  1979.  The  original  request  for  $161 
million  in  budget  authority  was  submitted  with  a  provision  for  10  percent  escalation 
in  costs  without  the  need  for  GSA  to  request  additional  budget  authority  from  the 
Public  Work  Committee. 


[Dollars  in  millions] 


Estimate 

Original      Current 1 

Metro  West  

Computer  Center  

  $92.3  $97.0 

  68.7  72.0 

Total  

  161.0  169.0 

1  Includes  all  pending  claims. 

The  construction  of  these  facilities  was  financed  under  the  purchase  contract 
authority  provided  by  Congress.  Under  this  procedure,  a  private  contractor  builds  a 
facility  for  government  use.  Annual  payments,  including  State  and  local  taxes,  are 
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made  for  a  period  of  up  to  30  years,  after  which  the  government  assumes  ownership 
of  the  building.  Although  new  purchase  contract  authority  expired  on  June  30,  1975, 
projects  begun  prior  to  that  date  may  be  continued. 

Rather  than  being  responsible  for  the  actual  construction  costs  for  the  project, 
SSA  is  responsible  for  making  annual  payments  to  GSA  which  include  principal, 
interest,  State  and  local  taxes  and  GSA's  costs  for  administering  the  contracts.  At 
present  only  GSA  administrative  costs  and  tax  payments  are  being  made  on  these 
bindings.  Under  these  terms  of  the  purchase  contract,  the  first  annual  payment  of 
principal  and  interest  will  not  be  due  until  fiscal  year  1982.  The  budget  request 
includes  $11.6  million  for  these  payments  in  fiscal  year  1982.  Actual  purchase 
contract  costs  for  fiscal  year  1982  may  be  increased  significantly  because  of  higher 
interest  rates  than  were  previously  budgeted  for. 

SPACE  PROBLEMS 

Mr.  Natcher.  What  is  the  total  budget  for  space  and  how  much 
of  this  is  administered  by  General  Services? 

Mr.  Montell.  Mr.  Chairman,  the  total  budget  for  SSA  to  pay 
standard  level  user  charges  in  fiscal  year  1981  is  $139,397,000.  The 
total  budget  requested  for  1982  to  pay  standard  level  user  charges, 
which  is  affectionately  referred  to  as  SLUC,  is  $158,165,000. 

Based  on  the  direction  of  this  committee,  for  trust  fund  programs 
we  pay  only  the  actual  cost  of  space  actually  occupied.  For  Federal 
fund  programs  such  as  the  SSI  program,  we  pay  the  actual  cost 
plus  a  surcharge  to  GSA  to  cover  their  administrative  overhead. 

Mr.  Natcher.  As  your  statement  indicates,  this  subcommittee 
has  been  very  concerned  about  the  space  problem  at  Social  Secu- 
rity. A  December  1980  GAO  study  shows  that  the  situation  is  much 
worse  and  it  is  not  getting  any  better.  Has  there  been  any  improve- 
ment in  the  last  four  months? 

Mr.  Doggette.  Mr.  Chairman,  there  has  not  been  any  improve- 
ment in  the  last  four  months.  In  October  of  1980  we  had  approxi- 
mately 505  requests  pending.  As  of  a  month  ago  that  number  has 
gone  up  slightly  to  about  523. 

Mr.  Natcher.  How  many  requests  were  more  than  two  years  old 
last  year  and  how  many  are  that  old  at  the  present  time?  Can  you 
give  us  some  figure  on  this? 

Mr.  Doggette.  We  have  that  information,  but  it  is  not  available 
immediately.  May  I  supply  that  for  the  record? 

Mr.  Natcher.  You  can  supply  that  for  the  record. 

Mr.  Doggette.  Thank  you. 

[The  information  follows:] 

Space  Requests  Over  2  Years  Old 

Last  year,  there  were  147  space  requests  more  than  2  years  old.  Today,  there  are 
181. 

Mr.  Natcher.  What  was  the  average  processing  time  for  a  spaces 
request  a  year  ago  and  what  about  this  time? 

Mr.  Doggette.  Again,  we  have  that  information,  which  I  prefer 
to  supply  for  the  record  since  we  don't  have  it  immediately  availa- 
ble. 

[The  information  follows:] 

Average  Processing  Time  for  Space  Requests 

A  year  ago,  the  average  processing  time  for  a  space  request  was  507  days.  Today, 
it  is  549  days. 
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GSA  DELEGATION  OF  LEASING  AUTHORITY  TO  SSA 

Mr.  Natcher.  Last  year  the  commissioner  testified  that  leasing 
authority  should  be  delegated  to  Social  Security  if  GSA  failed  to 
deliver.  This  committee,  as  you  know,  directed  that  this  delegation 
be  accomplished  by  January  1981.  Why  hasn't  this  been  done?  Can 
you  give  us  some  idea? 

Mr.  Doggette.  Since  the  committee  directed  this  in  its  report 
last  year,  we  have  had  a  number  of  meetings  with  the  General 
Services  Administration  and  we  have  exchanged  correspondence 
with  them.  They  have  been  reluctant  to  grant  us  leasing  authority. 
Instead,  they  preferred  and  proposed  that  we  work  together  to  try 
to  resolve  the  backlogs  that  had  been  built  up. 

We  did  work  cooperatively  with  them  to  try  to  assist  them  in 
reducing  the  backlogs  that  had  been  built  up  on  SSA  space  re- 
quests. But  as  the  record  indicates,  we  still  have  a  substantial 
backlog  because  of  the  additional  space  requests  that  accrued 
during  that  period.  I  would  suspect  that  at  this  point  the  new 
commissioner  designate,  Mr.  Svahn,  would  want  to  get  very  active- 
ly involved  in  this  with  the  new  Administrator  of  the  General 
Services  Administration  to  see  if  we  can't  move  that  issue  forward. 

Mr.  Natcher.  If  Congress  included  bill  language  prohibiting  the 
transfer  of  funds  from  Social  Security  to  GSA  in  1982,  would  that 
have  the  practical  effect,  Mr.  Doggette,  of  accomplishing  the  dele- 
gation as  far  as  funding  is  concerned?  What  effect  would  it  have? 

Mr.  Doggette.  I  would  suspect  that  that  would  have  a  very 
motivating  effect  on  both  the  General  Services  Administration  and 
SSA,  but  I  fear  that  it  might  impact  on  our  delivery  of  services  to 
the  public  on  the  SSA  side  because  it  could  bring  to  sort  of  a 
screeching  halt  some  of  the  activities  we  have  to  continue  provid- 
ing to  the  public. 

Mr.  Natcher.  We  will  insert  in  the  record  at  this  point  the  most 
recent  GAO  report  on  the  space  problem. 

[The  information  follows:] 
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United  States  General  accounting  Office 

WASHINGTON,  D.C.  20548 


B-202466  MARCH  24, 1981 

The  Honorable  J.  J.  Pickle 

Chairman,  Subcommittee  on  Social  Security 

Committee  on  Ways  and  Means 

House  of  Representatives 

The  Honorable  Charles  B.  Rangel 
Chairman,  Subcommittee  on  Oversight 
Committee  on  Ways  and  Means 
House  of  Representatives 


Subject:     Status  of  Social  Security  Field  Office  Space 
Needs  (HRD-81-64) 

On  May  20,  1980,  we  testified  before  the  Social  Security  and 
Oversight  Subcommittees  of  the  House  Committee  on  Ways  and  Means 
on  problems  the  Social  Security  Administration  (SSA)  was  having 
with  the  General  Services  Administration  (GSA)  in  obtaining  ade- 
quate field  office  space  in  a  timely  manner.     During  the  hearings 
Chairman  Pickle  requested  us  to  continue  looking  into  this  matter. 
In  later  discussions  we  agreed  to  furnish  information  on  the  number 
of  SSA  field  office  space  requests  satisfied  by  GSA  during  fiscal 
year  1980  and  the  change  in  the  number  of  requests  outstanding 
between  the  beginning  and  end  of  the  fiscal  year.     In  addition, 
since  questions  arose  about  the  feasibility  of  delegating  leasing 
authority  to  the  Department  of  Health  and  Human  Services  (HHS)  to 
handle  SSA  space  needs,  we  agreed  to  obtain  information  from  two 
agencies  that  had  been  delegated  leasing  authority  and  provide 
some  further  perspectives  based  on  actual  experience. 

We  obtained  the  data  in  this  letter  from  the  headquarters 
of  SSA,  HHS,  and  GSA.     The  data  have  been  discussed  with  headquar- 
ters officials  and  are  being  reported  without  verification  even 
though  the  agencies  do  not  agree  on  the  accuracy  and  reliability 
of  each  other's  data.     We  are  doing  so  because  the  variances  do 
not,  in  our  opinion,  preclude  using  the  data  as  an  indicator  of 
GSA's  overall  performance  regarding  SSA's  office  space  needs  and 
because  of  the  Subcommittees '  interest  in  a  timely  followup 
report . 


(105127) 
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STATUS  OF  SSA  SPACE  REQUESTS  TO  GSA 

According  to  SSA  data,  at  the  beginning  of  fiscal  year  1980, 
392  of  a  total  of  446  backlogged  SSA  space  requests  were  identified 
on  a  priority  list  for  GSA  action.     GSA  made  a  commitment  to  reduce 
the  backlog  by  30  to  50  percent  in  fiscal  year  1980  and  deal  with 
the  remaining  requests  in  1981.    According  to  GSA  officials,  the 
commitment  was  fulfilled  because  (based  on  GSA  data)  leases  were 
awarded  for  41  percent  (160)  of  the  offices  identified  on  the 
priority  list. 

Although  GSA  significantly  reduced  SSA's  priority  list  of 
field  office  requests,  it  did  not  keep  pace  in  handling  new  re- 
quests for  field  office  space  received  from  SSA  during  fiscal 
year  1980 .     On  the  basis  of  experience  with  SSA  and  testimony 
at  the  hearings,  GSA  should  have  expected  about  200  of  the  total 
244  new  requests  it  received  for  field  office  space  from  SSA  dur- 
ing the  year.     However,  GSA  did  not  set  up  a  plan  to  reduce  the 
backlog  and  deal  with  additional  space  requests  from  SSA.     In  dis- 
cussing this  matter,  GSA  headquarters  officials  disclaimed  any 
intent  to  deal  with  new  SSA  requests  on  any  priority  basis.  In 
our  opinion,  GSA  should  have  anticipated  this  workload  and  de- 
veloped a  plan  to  handle  new  requests  while  working  to  reduce  the 
backlog . 

As  indicated  by  the  beginning  and  ending  backlogs  of  field 
office  space  requests  for  fiscal  year  1980  (446  versus  457),  GSA 
did  not  make  progress  in  reducing  the  overall  backlog.  Coupled 
with  the  requests  GSA  received  from  SSA  to  repair,  alter,  or  refur- 
bish existing  field  office  space — identified  as  Reimbursable  Work 
Authorizations  (RWAs) — GSA  fell  further  behind  in  servicing  the 
needs  of  SSA  field  offices  since  the  RWA  backlog  increased  from 
554  to  907  during  the  year. 

According  to  SSA,  GSA's  performance  in  fiscal  year  1980  was 
not  satisfactory.     In  addition  to  the  392  priority  list  requests, 
54  other  space  requests  were  pending  at  GSA  in  early  fiscal  year 
1980.     These  54  offices  were  not  on  the  priority  list  for  several 
reasons,  including  expansion  not  required,  less  space  required, 
scheduled  to  move  into  a  Federal  building,  anticipated  lease  re- 
newal, or  left  off  the  list  by  mistake.     SSA  canceled  22  of  its 
priority  list  requests  for  such  reasons  as  expansion  space  was 
not  available  so  the  office  would  not  move  and  the  office's  serv- 
ice area  and  space  requirements  changed.    According  to  SSA  data, 
GSA  awarded  211  leases,  which  included  70  offices  not  on  the 
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priority  list.     SSA  submitted  244  new  space  requests  for  expan- 
sion or  lease  renewals,  and  ended  fiscal  year  1980  with  457  space 
requests  pending  at  GSA.     This  does  not  include  48  offices  that 
had  not  yet  occupied  space  leased  for  them  during  the  year.  SSA 
reported  that  299  offices  are  in  space  that  regional  officials 
have  identified  as  substandard;  about  135  offices  are  experienc- 
ing problems  regarding  landlord  compliance  with  lease  terms.  The 
following  table  shows  SSA  data  on  the  results  of  GSA's  efforts 
to  reduce  the  backlog  of  SSA  space  requests . 

Table  I 

SSA  Office  Space  Requests  in  FY  1980 


Priority    Others      Beginning    Requests      Lease  New  Ending 

list        pending      backlog      canceled      awards    requests  backlog 

392  54  446  22  a/211        b/244  457 

a/Includes  offices  on  and  off  the  December  1979  priority  list. 

b/Al though  he  lacked  specific  information,  a  GSA  official  said 
he  doubts  the  validity  of  SSA's  figures  on  new  space  requests 
and  the  ending  backlog. 

SSA,  HHS,  and  GSA  officials  did  not  agree  on  when  a  space 
request  should  be  considered  completed.     SSA  and  HHS  officials  view 
a  space  request  as  unsatisfied  and  pending  until  the  office  is  oc- 
cupied.    However,  a  GSA  official  said  a  space  request  is  considered 
completed  when  the  lease  is  awarded  even  though  occupancy  is  de- 
layed.   What  this  disagreement  highlights  is  the  fact  that  space 
may  be  leased  but  cannot  be  occupied  becatarse  the  landlord  may  need 
to  make  certain  alterations  (e.g.,  build  partitions  or  walls,  in- 
stall electrical  outlets,  and  rearrange  light  fixtures)  to  meet 
SSA's  needs.     For  offices  leased  but  unoccupied  by  the  close  of 
fiscal  year  1980,  SSA  reports  an  average  delay  of  6  months  in  oc- 
cupying space  after  it  has  been  leased.     In  addition,  GSA  maintains 
that,  under  an  October  1979  plan  worked  out  with  HHS  and  SSA,  it 
was  responsible  for  completing  only  the  392  space  requests  on  the 
priority  list  or  offices  SSA  substituted.     The  plan  also  provided 
for  GSA  handling  of  normal  lease  expirations.    According  to  SSA, 
GSA  is  responsible  for  satisfying  all  space  requests  in  a  timely 
manner  and  reducing  the  overall  backlog  of  requests.     SSA's  Com- 
missioner stated  at  the  hearing  that  normally  about  200  leases 
require  GSA  action  each  year. 
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The  following  table  shows  the  variances  in  the  data  furnished 
to  us  regarding  GSA's  performance  on  SSA's  space  requests. 

Table  II 

Lease  Awards  and  Occupancies 


Pri- 

Priority 

Other 

ority 

Total 

Data 

Total 

list 

offices 

back- 

back- 

source 

awards 

Awards  Occupied 

Awards  Occupied 

log 

log 

SSA 

211 

141  a/96 

b/70  67 

229 

c/457 

HHS 

(d) 

159  98 

(d)  (d) 

241 

580 

GSA 

179 

160  84 

19  (d) 

221 

(d) 

a/According  to  SSA,  only  67  provided  needed  expansion  space  and 
fully  met  SSA's  needs. 

b/lncludes  all  54  nonpriority  list  offices  pending  at  GSA  in  early 
fiscal  year  1980. 

c/Does  not  include  48  offices  that  had  leases  awarded  but  had  not 
occupied  the  space  by  the  end  of  fiscal  year  1980. 

d/Data  not  furnished  by  HHS  or  GSA. 

A  recent  SSA  study  of  pending  space  requests  found  that,  among 
the  10  regions,  the  average  time  a  space  action  was  pending  at  GSA 
ranged  from  367  to  801  days.     In  SSA's  view,  the  time  frames  are  un- 
acceptable, and  the  service  being  provided  by  GSA  seems  to  be  deter- 
iorating rather  than  improving. 

The  backlog  of  RWAs,  requests  for  alterations  that  are  paid 
for  by  SSA,  increased  about  64  percent  in  fiscal  year  1980.  Based 
on  available  SSA  data — HHS  and  GSA  did  not  provide  summary  data 
for  RWAs — fiscal  year  1980  ended  with  907  RWAs  pending  at  GSA  ver- 
sus 554  in  1979.     In  1980  SSA  submitted  986  RWAs,  and  GSA  completed 
action  on  633.     The  following  table  shows  the  results  of  GSA's 
action  on  RWAs: 
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Table  III 
Reimbursable  Work  Authorizations 

RWAs  completed 

1979  backlog    New  RWAs     Total  RWAs  (note  a)  1980  backlog 

554  986  1,540  633  907 

a/ The  average  time  for  processing  RWAs  from  request  until  comple- 
tion was  124  days. 

SSA's  office  space  situation  has  also  been  addressed  by  the 
House  Appropriations  Committee.     Its  Report  No.  96-1244,,  dated 
August  21,  1980,  contains  the  following  statement  concerning 
delegation  of  leasing  authority: 

"The  Committee  has,  therefore,  concluded  that  this 
function  should  be  handled  directly  by  the  Social 
Security  Administration  and  directs  the  Administra- 
tor of  GSA  to  delegate  to  the  Department  of  Health 
and  Human  Services  full  authority  for  the  acquisi- 
tion and  maintenance  of  leased  space  for  branch 
and  district  offices  occupying  5,000  square  feet 
or  less.     In  addition  to  delegating  this  authority, 
the  Administrator  is  directed  to  arrange  the  transfer 
to  the  Department  of  HHS  of  those  assets ,  including 
positions,  which  have  previously  been  allocated 
to  its  SSA  activities.     The  Committee  expects  this 
delegation  and  transfer  to  begin  as  early  in  fiscal 
year  1981  as  possible,  but  in  no  case  later  than 
January  1,  1981." 

As  of  March  1,  1981,  an  HHS  appropriation  bill  for  1981  had 
not  been  passed  by  the  Congress,  and  the  GSA  Administrator  had  not 
acted  to  delegate  leasing  authority  as  directed  by  the  Committee. 

REACTION  OF  AGENCIES  THAT  HAVE 
BEEN  DELEGATED  LEASING  AUTHORITY 

In  March  1980  and  September  1979,  GSA  delegated  expanded  leas- 
ing authority  to  the  Departments  of  Agriculture  and  Defense,  respec- 
tively.    Previously,  the  Departments  had  been  delegated  authority 
to  lease  for  1-year  periods  and  for  limited  space  requirements .  We 
spoke  to  officials  at  both  organizations  about  their  experiences 
with  leasing  space. 
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At  Agriculture,   an  official  said  that  the  Department  had  prob- 
lems with  GSA  meeting  its  office  space  needs .     According  to  the  of- 
ficial,  the  additional  leasing  authority,   including  authority  to 
lease  space  for  up  to  5  years,   should  allow  the  Department  to  over- 
come its  office  space  problems.     Although  it  is  too  early  to  deter- 
mine the  effect  of  the  authority,  Agriculture  agencies  that  could 
lease  space  before  the  recent  delegation  did  so  in  a  much  more 
timely  and  satisfactory  manner  than  GSA.     For  example,  the  official 
said  the  Forest  Service  averaged  about  120  days  to  lease  space,  and 
the  largest  space  requirements  generally  took  no  more  than  180  days 
In  at  least  one  case  where  suitable  space  was  not  available,  the 
Forest  Service  was  able  to  have  an  investor  "build  to  suit"  an  of- 
fice even  though  the  Service  could  lease  for  only  1  year  at  a  time. 
The  Farmers  Home  Administration,  with  about  1,200  leases,  averaged 
120  days  from  the  request  to  lease  awards. 

According  to  the  Agriculture  official,   landlords  in  the  com- 
munity tend  to  be  more  responsive  and  relate  better  to  the  local 
agency  manager  than  to  a  remote  GSA  official.     A  major  benefit  is 
faster  landlord  action  on  alterations  and  maintenance  problems. 
Thus  far,   field  office  managers  are  pleased  with  the  results  and 
do  not  view  the  leasing  work  as  an  unreasonable  burden  because  of 
the  improved  office  space.    Also,  agencies  indicated  that  in  some 
cases  they  have  found,  space  that  costs  less  than  space  found  by 
GSA;  however,  specific  examples  were  not  readily  available. 

An  Army  Corps  of  Engineers  official  told  us  that  in  the  late 
1970s  GSA  service  changed  from  good  to  poor,   space  requests  were 
backlogged,   and  the  military  was  having  problems  obtaining  recruit- 
ing office  space  through  GSA.     In  September  1979,  GSA  delegated 
additional  leasing  authority,  and  in  January  1980,  it  transferred 
about  1,200  leases   (about  40  percent  of  the  existing  recruiting 
sites)  to  the  Corps.     Before  then,  the  Corps  had  leased  space  on 
a  1-year  basis  for  the  nonurban  recruiting  offices  and  was  suc- 
cessful in  leasing  most  of  the  requested  space  in  areas  under  its 
authority.     Since  GSA  delegated  the  additional  leasing  authority, 
there  has  been  a  dramatic  improvement  in  satisfying  all  recruiting 
office  space  requests.     The  following  table,  using  Corps  data, 
shows  the  improvement. 
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Table  IV 


Recruiting  Office  Space  Requests  (note  a) 


Fiscal  year  1979 


Fiscal  year  1980 


Requested  Accomplished 


Requested  Accomplished 


Additional 
facilities 


497 
613 
85 


208 
262 
58 


766 
559 
93 


716 
528 
87 


Relocation 
Expansion 
Upgrade 


facilities 


626 


382 


1,007 


973 


a/The  number  of  recruiting  sites  increased  from  2,830  to  2,951  in 
1979  and  to  3,409  in  1980. 

According  to  Corps  officials,  most  of  the  lease  requests  are 
processed  in  less  than  6  months,  and  the  average  is  4  months  from 
space  request  to  lease  award.     The  Corps  handled  the  fiscal  year 
1980  leasing  without  additional  staffing. 

Both  Agriculture  and  Corps  officials  said  the  ability  to  lease 
for  up  to  5  years,  rather  than  1  year  under  their  previous  authori- 
ties, is  crucial  for  efficient  and  effective  management  of  space  and 
the  leasing  workload.     Under  the  longer  term  authority,  lease  expira- 
tions can  be  staggered  rather  than  all  ending  at  the  same  time. 


Our  position  regarding  delegation  of  leasing  authority  remains 
essentially  the  same  as  stated  in  our  May  20,  1980,  testimony.  At 
that  time,  we  cited  a  number  of  advantages  and  disadvantages  to 
delegation.    While  it  is  an  alternative  solution  to  SSA's  office 
space  problems,  it  would  impose  another  workload  on  the  agency. 

We  are  sending  copies  of  this  report  to  the  House  Committees 
on  Appropriations,  Government  Operations,  and  Public  Works  and 
Transportation  and  to  the  Senate  Committees  on  Finance,  Appropria- 
tions, and  Environment  and  Public  Works.     Copies  are  also  being 
sent  to  the  Director,  Office  of  Management  and  Budget;  the  Secre- 
tary of  HHS ;  the  Administrator,  GSA;  and  the  Commissioner,  SSA. 


Director 
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Mr.  Natcher.  We  would  also  like  you  to  insert  at  this  point  the 
current  plan  from  GSA  on  delegating  authority  or  meeting  your 
space  needs,  if  you  would,  at  this  point  in  the  record. 

Mr.  Doggette.  Yes,  we  will.  We  will  also  proceed  with  our  plans 
for  the  new  commissioner  as  soon  as  he  is  confirmed,  shortly 
thereafter,  to  get  with  the  new  Administrator  at  GSA  to  see  if  we 
can  work  this  out  in  some  cooperative  way. 

[The  information  follows:] 

Current  GSA  Plan  to  Meet  Space  Needs 

GSA  thus  far  has  been  unwilling  to  delegate  leasing  authority  to  SSA.  GSA's  most 
recent  plan  for  meeting  SSA  space  needs  was  submitted  to  the  House  Appropri- 
ations Subcommittee  in  October  1979.  That  plan  was  reaffirmed  in  a  July  1980 
Tripartite  Agreement  (signed  by  SSA/HHS/GSA)  in  which  GSA  also  promised  to 
"make  every  reasonable  effort  to  maintain  currency"  on  new  cases.  That  plan  needs 
to  be  revised  since  pending  cases  continue  to  increase. 

Last  December,  the  GSA  Ad  Hoc  Leasing  Assessment  Committee  indicated  that 
leases  are  expiring  at  a  more  rapid  rate  than  they  are  being  awarded  and,  unless 
the  situation  is  abated,  within  2  years  almost  all  of  the  leases  controlled  by  GSA 
(approximately  5,100)  will  have  a  space  action  pending.  We  are  awaiting  GSA's 
implementation  of  recommendations  made  by  its  Ad  Hoc  Leasing  Assessment  Com- 
mittee to  see  if  the  leasing  process  improves. 

The  Ad  Hoc  Leasing  Assessment  Committee's  appraisal  of  GSA's  leasing  program, 
however,  lends  urgency  to  GSA  developing  an  action  plan  for  meeting  SSA's  space 
needs.  Toward  this  end,  SSA  is  preparing  a  revised  statement  of  current  and 
projected  space  requirements  for  submission  to  the  new  GSA  Administrator. 

We  appreciate  your  Committee's  continuing  support  in  this  area  and  will  keep 
you  informed  of  the  Administration's  progress  in  developing  and  implementing  a 
plan  to  meet  SSA's  space  needs. 

OVERTIME 

Mr.  Natcher.  Can  you  tell  us,  Mr.  Doggette,  how  much  is  budg- 
eted for  overtime  in  1982  and  how  much  money  is  associated  with 
the  overtime  request? 

Mr.  Doggette.  Mr.  Montell  will  answer  that  for  you,  sir. 

Mr.  Natcher.  All  right.  Go  right  ahead,  Mr.  Montell. 

Mr.  Montell.  For  fiscal  year  1982,  Mr.  Chairman,  the  budget 
includes  for  all  Social  Security  programs  4,389  work  years  of  over- 
time. For  fiscal  year  1981  the  budget  includes  4,405  work  years  of 
overtime.  However,  we  have  recently  advised  the  committee  staff 
that  because  we  have  not  been  using  overtime  at  the  rate  that  we 
budgeted  for,  we  have  reduced  the  overtime  amount  for  fiscal  year 
1981  by  some  700  work  years.  This  equates  to  about  $15  million 
which  we  propose  be  applied  to  pay-raise  absorption. 

Mr.  Natcher.  Have  you  had  an  opportunity  to  examine  the 
report  that  we  have,  prepared  by  the  investigative  staff,  as  far  as 
overtime  is  concerned? 

Mr.  Doggette.  Yes,  Mr.  Chairman.  The  staff  provided  an  ad- 
vance copy  which  I  have  not  circulated,  but  I  have  personally  read 
it  and  Mr.  Montell  has  read  it. 

Mr.  Natcher.  We  will  insert  the  executive  summary  of  that 
report  in  the  record  at  this  point.  Also,  we  would  like  for  you  to 
develop  a  formal  response  which  we  will  also  print  in  the  record  at 
this  point,  if  you  will,  please. 

Mr.  Doggette.  Yes,  sir. 

[The  information  follows:] 
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NOT  FOR  RELEASE  UNTIL  AUTHORIZED  BY  THE  COMMITTEE 


February    9  ,  1981 


MEMORANDUM  FOR  THE  CHAIRMAN 

RE:     Social  Security  Administration 
Part-Time  Employment  and 
Overtime  Policy  and  Practices 


By  directive  dated  September  9,   1980,   the  Committee  requested 
that  an  investigation  be  made  of  certain  aspects  of  the  Social 
Security  System's  manpower  management  and  planning  system. 

The  investigation  has  been  completed  and  the  results  are 
included  in  this  report. 


Surveys  and  Investigations  Staff 
House  Appropriations  Committee 


Respectfully  submitted, 


Chief  of  the  Surveys  and 

Investigations  Staff 
House  Appropriations  Committee 
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NOT  FOR  RELEASE  UNTIL  AUTHORIZED  BY  THE  COMMITTEE 


February   9  ,  1981 


MEMORANDUM  FOR  THE  CHAIRMAN 

RE:     Social  Security  Administration 
Part-Time  Employment  and 
Overtime  Policy  and  Practices 


By  directive  dated  September  9,   198  0,  the  Committee  requested 
that  an  investigation  be  made  of  certain  aspects  of  the  Social 
Security  System's  manpower  management  and  planning  system. 

The  investigation  has  been  completed  and  the  results  are 
included  in  this  report. 


Surveys  and  Investigations  Staff 
House  Appropriations  Committee 


Respectfully  submitted, 


Chief  of  the  Surveys  and 

Investigations  Staff 
House  Appropriations  Committee 
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SUMMARY  AND  RECOMMENDATIONS 

Summary 

The  Investigative  Staff  found  that  overtime  and  part-time 
employment  are  important  facets  of  the  Social  Security  Adminis- 
tration (SSA)  manpower  picture.     This  is  mainly  because  of 
ceiling  limitations  on  permanent  positions.     While  overtime 
use  has  decreased  in  recent  years,  some  employees  are  still 
working  excessively  heavy  schedules.     Also,  administration  of 
the  program,  generally,  is  haphazard.     Part-time  employment  in 
SSA  is  increasing,  but  many  so-called  "part- time"  employees  are 
still  working  (or  want  to  work)  on  a  full-time  basis. 

Overtime  Down 

SSA  overtime  use  has  declined  from  a  high  of  6,317  work- 
years  in  FY  197  5  to  2,511  work-years  in  FY  198  0.     Compared  with 
other  Federal  agencies,  SSA  overtime  use  would  now  appear  to  be 
about  average.     In  FY  1979,  for  example,   (the  most  recent  year 
for  which  comparative  data  were  available) ,  overtime  paid  for  by 
SSA  represented  about  3.1  percent  of  the  agency's  total  work  years, 
while  the  corresponding  percentage  for  all  Federal  agencies  was  3.3. 

The  decline  in  use  of  overtime  was  attributed  mainly  to  a 
concerted  management  effort  to  reduce  excessively  high  overtime 
levels  which  had  gotten  out  of  hand  in  the  mid-1970' s.  "Adminis- 
trative ceilings"  have  been  another  important  factor  contributing 
to  the  lower  overtime  levels  reported  for  the  past  4  years. 
Under  the  administrative  ceiling  procedure,  selected  organizational 
components  (field  organization  and  the  program  service  centers) 
are  encouraged  to  overstaff  early  in  the  fiscal  year  with  full- 
time  permanent  employees,  by  being  assigned  ceilings  in  excess  of 
end-of-the-year  employment  levels.     The  additional  full-time 
permanent  work  years  thus  generated  are  then  funded  with  money 
requested  to  pay  for  overtime  and,  by  the  end  of  the  fiscal  year, 
attrition  has  taken  care  of  the  problem  of  getting  down  to  end-of- 
the-year  position  ceilings. 

Most  of  the  overtime  in  SSA  is  worked  in  the  field  (district 
offices  and  program  service  centers)  but,  on  a  relative  basis, 
the  heaviest  organizational  users  of  overtime  are  the  Office  of 
Systems  and  the  Office  of  Disability  Operations.     In  FY  1980, 
overtime  represented  6.2  percent  of  total  work-years  in  the  former 
and  4.9  percent  in  the  latter.     Both  organizations  worked  more 
overtime  than  estimated  for  the  year.     The  Investigative  Staff 
found  that  in  the  Office  of  Systems,  much  of  the  overtime  work 
is  accomplished  on  weekends,  for  which  days,  no  regular  staffing 
is  provided.     On  Saturday  and  Sunday  it  is  commonplace  for  employees 
to  work  double  shifts  (16  hours)   and  even,  on  occasion,  to  work 
two  double  shifts.     It  is  difficult  to  understand  how  such  employees 
can  be  fully  productive,  and  the  Investigative  Staff  believes 
that  some  experimentation  with  alternatives  to  weekend  overtime 
such  as  irregular  work  weeks  or  part-time  employment  is  in  order. 


i 


265 


The  poor  overtime  record  of  the  Office  of  Disability 
Operations  was  attributed  by  an  SSA  spokesman  to  a  number  of 
interrelated  factors  which,  in  total,  add  up  to  little  more  than 
inefficiency.     As  a  result,  the  organization's  manpower  needs, 
relative  to  other  SSA  operational  components,  are  excessively 
high. 

In  reviewing  overtime  experience  of  the  Office  of  Hearings 
and  Appeals,  the  Investigative  Staff  noted  the  high  number  of 
cases  in  which  lower  office  decisions  were  overturned  and  appeals 
were  granted.     In  FY  198  0,  for  example,  the  reversal  rate  was 
55.7  percent.     This  unduly  high  reversal  rate  results  in  waste- 
<Fuirne"Ss  and  is  indicative  of  a  problem  which  has  manpower  as 
well  as  other  implications.     The  Investigative  Staff  believes 
priority  attention  should  be  given  to  finding  out  why  Hearings 
and  Appeals  reversal  rates  are  so  high  and  thereafter  to  develop 
a  plan  for  improving  the  situation. 

Overtime  Not  Cost  Beneficial 

SSA's  instructions  on  overtime  management  mandate  that  systems 
be  set  up  to  enable  a  comparison  of  work  accomplished  on  overtime 
with  work  accomplished  during  the  regular  schedule.     The  Investi- 
gative Staff  identified  only  one  serious  effort  to  measure  pro- 
ductivity of  work  during  overtime  hours.     The  study  was  done  by 
a  program  service  center  rather  than  a  major  SSA  organizational 
element,  and  its  findings  were,  at  best,  inconclusive. 

As  a  result,  there  is  little  more  than  opinion  on  which  to 
make  a  judgment  as  to  the  cost  effectiveness  of  SSA's  overtime 
policies.     The  clear  consensus  is  that  overtime  is  less  cost 
beneficial  than  permanent  positions.     Not  only  is  premium  pay  a 
factor,  but  many  managers  also  believe  that  productivity  falls 
off  because  of  thinner  supervision  and  for  other  reasons.     It  is 
a  commonly  held  view,   for  example,  that  regular  overtime  soon 
becomes  an  "economic  way  of  life"  for  many  employees,  at  which 
point  some  employees  will  stretch  out  work  so  as  not  to  lose  the 
income . 

Overtime  Administration  Haphazard 

In  calendar  year  1980,  about  8  percent  of  the  SSA  work  force 
accounted  for  almost  45  percent  of  the  overtime  worked.  Seven 
employees  worked  over  1,000  hours  of  overtime,  and  313  employees 
worked  more  than  500  hours  of  overtime.     Excessive  overtime  work 
by  individual  employees  is  in  violation  of  SSA  instructions. 
Similarly,  these  instructions  impose  other  requirements  and 
limitations  on  overtime  work  which  are  not  being  observed. 

—    Excessive  Overtime 

SSA  instructions  provide  that  no  employee  should  be 
allowed  to  work  over  18  hours  of  overtime  a  week,  and  this  is 
meant  to  be  the  exception  and  not  the  rule.     In  FY  19  80,  SSA 
had  11  employees  who  averaged  over  18  hours  a  week  of  overtime 
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and  numerous  others  who  also  exceeded  the  limitation  on  one  or 
more  occasions.     The  record  for  endurance  appears  to  have  been 
set  by  an  employee  who  averaged  3  2  hours  of  overtime  a  week  over 
a  12-week  period.     (Over  the  same  period  the  employee  used  84 
hours  of  annual  leave.) 

Exceptions  to  the  18  hour  a  week  maximum  may  be  authorized, 
but  the  Investigative  Staff  saw  no  evidence  of  compliance  with 
the  requirement  for  documented  justifications  to  support  departure 
from  the  rule. 

—  Overtime  and  Leave 

SSA  employees  often  use  leave  and  work  overtime  on  the 
same  day  or  in  the  same  week.     The  result,   in  effect,   is  that 
the  agency  has  to  pay  overtime  rates  to  make  up  for  loss  of  pro- 
duction due  to  use  of  leave. 

SSA  instructions  provide  that  "usually,"  an  employee  will 
not  be  authorized  leave  and  work  overtime  on  the  same  day  or  in 
the  same  week.     The  current  union  agreement  requires  SSA  to 
consider  a  worker  for  overtime  on  the  same  basis  as  other  employees 
even  when  he  uses  up  to  4  hours  of  leave  in  a  single  day  or  up  to 
16  hours  of  leave  during  the  week. 

Review  of  a  sampling  of  time  and  attendance  records 
discloses  a  number  of  infractions  of  the  leave  and  overtime  rule, 
with  agency  management  not  exercising  even  the  little  control  it 
retains  under  the  union  contract.     The  most  flagrant  example  of 
violation  was  by  an  employee  who  over  an  8-week  period,  worked 
about  2  1/2  weeks  on  regular  time,  took  off  over  5-weeks  on  annual 
leave,  and  worked  8  weekends  on  overtime  (also  one  holiday  at 
premium  rates) . 

This  issue  is  one  of  long  standing,  and  in  1976  the 
departmental  Inspector  General  recommended  that  SSA  negotiate 
with  the  union  to  obtain  some  concessions  in  this  area.     To  date, 
nothing  has  been  done.     The  Investigative  Staff  would  hope  that 
the  agency  will  make  a  special  point  of  pursuing  the  issue 
vigorously  in  the  course  of  the  renegotiation  of  the  union  con- 
tract currently  underway. 

—  Compensatory  Time 

Under  SSA  instructions,  employees  whose  salaries  are 
above  the  maximum  for  grade  GS-10  are  "usually"  to  be  given 
compensatory  time  off  rather  than  pay  for  overtime. 

Of  the  data  provided  by  SSA  on  the  6,554  employees  who 
worked  the  most  overtime  in  the  agency,  1,10  0  were  in  grade  GS-11 
or  higher.     In  198  0,  these  employees  worked  a  total  of  more  than 
317,000  hours  of  overtime  but  took  off,   in  total,  only  157  hours 
of  compensatory  time.     It  should  not  be  inferred  from  this  record 
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that  the  employees  were  indispensable  since,  over  the  same  period, 
they  were  spared  to  use  about  160,000  hours  of  annual  leave  and 
58,000  hours  of  sick  leave. 

Supervisors  with  whom  the  matter  was  discussed  affirmed 
that  ..the  compensatory  time  off  rule  is  generally  ignored.     On  the 
few  occasions  when  compensatory  time  off  is  taken,  it  is  usually 
either  at  the  employee's  request  or  because  of  a  temporary  freeze 
on  overtime  funds. 

—     Instructions  Outdated 

SSA's  instruction  on  overtime  (Personnel  Guides  for 
Supervisors,  Guide  4-1,  Holiday  and  Overtime  Work)   is  a  patchwork 
collection  of  departmental  documents  and  SSA  issuances,  which 
contain  many  obsolete  organizational  references  and  other  material 
that  should  be  updated.     The  document  should  be  rewritten  to 
update  and  clarify  SSA's  policies  and  procedures  to  be  followed 
in  managing  overtime  and,  then,  an  office  should  be  assigned  over- 
sight responsibility  to  assure  compliance  with  the  requiremnts. 
This  is  not  now  being  done. 

Part-Time  Employment  Up 

Career  part-time  employment  in  SSA  has  increased  from 
4,374  employees  in  April  1978  to  5,753  at  the  end  of  FY  1980 
(over  30  percent) .     The  main  impetus  was  provided  by  the  Federal 
Employees  Part-Time  Career  Employment  Act  of  1978   (P.L.  95-437). 
SSA  managment  also  strongly  supported  the  program.     Compared  with 
other  Federal  agencies,  the  number  of  part-time  workers  on  the 
SSA  rolls  is  exceeded  only  by  the  number  working  for  Veterans 
Administration,  a  much  larger  organization. 

A  main  objective  of  P.L.  95-437  was  to  discourage  nominal 
part-time  appointments  (39  hours  a  week)   and  other  subterfuges  to 
get  around  ceilings  on  full-time  employment.     To  accomplish  this, 
part-time  employment  was  redefined  to  mean  scheduled  work  between 
16  and  3  2  hours  a  week. 

While  SSA  part-time  employment  has  increased  substantially, 
many  of  the  appointments  are  still  of  an  ersatz  variety  and  were 
made  only  because  of  limitations  on  full-time  employment.  This 
is,   in  part,  because  not  all  supervisors  are  convinced  that  SSA 
work  processes  and  operations  are  especially  amenable  to  part-time 
treatment  and,  consequently,  are  not  enthusiastic  about  the 
program.     It  is  also,  in  part,  because  relatively  few  potential 
employees  are  really  interested  in  less  than  full-time  work.  As 
a  result,  much  SSA  part-time  employment  is  not  within  the  intent 
of  P.L.  95-437,  and  a  significant  number  of  part-time  employees 
are  still  working  a  substantially  full-time  schedule. 

SSA  headquarters  and  field  officials  interviewed,  viewed 
part-time  employment  with  mixed  feeling.     Among  the  advantages 
cited  were:   (1)  greater  flexibility  in  meeting  work  requirements 
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(especially  in  the  teleservice  centers),   (2)   increased  opportunity 
to  rehire  and  retain  experienced  personnel,  and  (3)  positive  job 
attitudes.     The  main  disadvantages  identified  were:   (1)  the 
uncertainty  of  employees  being  available  when  needed  the  most, 
(2)  the  scheduling  of  training,   (3)  the  lack  of  continuity,  and 
(4)  higher  costs. 

On  balance,  the  Investigative  Staff  would  not  lean  in  favor 
of  further  expansion  of  permanent  part-time  employment  for  SSA. 
The  use  of  part-time  employees  in  full-time  jobs  entails  signifi- 
cant costs  in  terms  of  turnover,  training,  and  employee  morale. 
The  Investigative  Staff  believes  that  part-time  employment  could 
be  both  more  productive  and  cost  beneficial,  if  more  emphasis 
were  given  to  developing  a  quality  program  ("real"  part-time 
positions  and  employees)  rather  than  just  to  numbers. 

Seasonal  Employment  Increasing 

SSA  uses  seasonal  employees  to  staff  for  the  cyclical  work- 
loads generated  by  the  annual  wage  reporting  program.  Under 
this  program,  which  has  been  in  effect  only  since  1978,  employers 
report  employee  earnings  annually  (rather  than  quarterly),  and 
this  results  in  a  massive  influx  of  records  at  the  beginning  of 
each  calendar  year  and  a  temporary  need  for  a  large  build-up  in 
resources . 

SSA  uses  both  career  seasonal  employees  and  noncareer  seasonal 
employees.     The  latter  are  more  often  referred  to  as  "temporaries." 
Career  seasonal  employees  usually  work  from  January  through 
September;  temporary  employees  often  work  less.     Career  seasonal 
monthly  employment  in  FY  1980  averaged  859,  up  from  663  in  FY  1979. 
Temporary  average  monthly  employment  (in  connection  with  annual 
wage  reporting)  was  432  in  FY  1980,  down  from  607  in  FY  1979. 

The  increased  use  of  seasonal  employees  by  SSA  raises  some 
question  about  whether  the  policy  is  cost  beneficial.  Seasonal 
employees  who  work  at  least  6  months  during  the  year  are  entitled 
to  all  of  the  fringe  benefits  of  the'  career  service  and,  in 
addition,  earn  retirement  service  credit  for  time  spent  on  furlough 
and  continued  life  and  health  insurance  coverage  (without  cost 
to  the  employee)  while  in  nonpay  status.     None  of  these  costs 
attend  temporary  employment.     Accordingly,  good  management  dictates 
that  SSA  fully  consider  the  cost  implications  of  such  a  policy, 
before  going  altogether  overboard  with  hiring  career  seasonal 
employees  for  annual  wage  reporting. 

Budgeting  and  Allocating  Resources 

SSA's  work  measurement  systems  serve  as  the  basis  for  estimating 
and  allocating  manpower  and  overtime  requirements.     The  approach 
is  inequitable  and,  as  a  result,  the  less  productive  regions  may 
be  rewarded  for  their  inefficiencies.     The  Investigative  Staff 
also  found  that  the  district  office  work  measurement  and  reporting 
system  appears  to  encourage  the  use  of  excessive  overtime. 
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—  Inefficiencies  Perpetuated 

Each  region's  work-year  requirements  are  estimated  on  the 
basis  of  projected  workloads  and  unit  workload  processing  times 
derived  from  prior  year  experience.     With  a  total  requirement 
established  for  each  region,  relative  needs  are  then  determined 
and  available  resources  distributed  accordingly. 

The  shortcoming  of  this  process  is  that  average  unit 
processing  times  vary,  sometimes  substantially,  from  region  to 
region.     As  a  result,  a  region  which  required  3  hours  for  a  unit 
workload  in  FY  1980  will  get  relatively  more  staff  in  FY  1981  than 
a  region  which  was  able  to  accomplish  the  same  unit  workload  in 
only  2  hours.     The  additional  staff  may  be  warranted,   if  (as  SSA 
officials  like  to  believe)  there  are  justifiable  reasons  why  one 
region  should  take  half  again  as  long  as  the  other  to  process  the 
same  workload.     However,   if  the  variation  is  attributable  to 
inefficiency,  the  3-hour  region  should  not  be  rewarded  for  its  low 
productivity  and  the  inefficiency  perpetuated. 

As  an  alternative  to  the  present  flexible  standards  which  vary 
from  region  to  region,  the  Investigative  Staff  believes  it  would 
be  preferable  to  begin  with  a  measure  of  how  long  it  should  take 
to  accomplish  workloads  that  could  be  applied,  with  judgment,  to 
all  regions.     The  Investigative  Staff  did  not  sense  much  enthusiasm 
for  such  an  approach,  however,  among  SSA  officials.     This  may,  in 
part,  be  because  under  the  present  system  it  is  much  easier  to 
cover  up  poor  performance  or  rationalize  it  on  the  basis  of  regional 
characteristics . 

—  Overtime  Incentive 

At  the  district  office  level,  the  work  measurement  and 
reporting  system  provides  managers  with  an  incentive  to  use  overtime. 
The  incentive  is  the  possibility  of  influencing  favorable  staffing 
adjustments  and  obtaining  additional  personnel.     This  is  because 
of  the  system  used  to  measure  district  office  productivity,  which 
is  based  on  unit  workloads  cleared  per  man*year.     Because  of  the 
absence  of  distractions  and  for  other  reasons,  an  office  can  clear 
a  disproportionate  number  of  cases  on  overtime  relative  to  the 
work-years  applied.     This  will  result  in  a  high  Work  Units  Produced 
per  Man-Year  (WUPMY)  rating  which  is  often  interpreted  as  an 
indicator  of  understaf f ing  and  serves,  in  part,  as  the  basis  for 
subsequent  staffing  adjustments. 

Full-Time  Equivalent  (FTE)  Ceilings 

In  FY  1982,  all  Federal  agencies  are  under  a  requirement 
to  go  over  to  a  new  Full-Time  Equivalent  (FTE)   ceiling  system. 
Under  this  concept,  an  agency  will  be  assigned  ceilings  expressed 
in  terms  of  work-years  rather  than  numbers  of  positions,  and  each 
hour  worked  in  the  agency  during  the  year  will  be  deducted  from 
the  "all  other"  or  total  hour  "bank  account." 
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SSA  experimented  over  an  extended  period  with  FTE  ceilings 
for  "all  other"  employment  in  the  New  York  and  Chicago  regions, 
and  the  reaction  to  the  experiment  was  generally  favorable.  This 
year,  on  an  experimental  basis  authorized  by  the  Office  of  Manage- 
ment and  Budget,  SSA  is  managing  under  both  position  controls 
and  FTE  ceilings. 

The  FTE  system  could  have  implications  for  both  the  overtime 
and  the  part-time  employment  programs.    With  regard  to  overtime, 
the  Investigative  Staff  believes  that  requirements  are  likely  to 
increase.     This  is  because  it  will  no  longer  be  prudent  to  use 
"administrative  ceilings"  to  buy  additional  full-time  permanent 
positions  and,  also,  because  overtime  hours  worked  will  not  be 
charged  against  the  FTE  ceiling  "bank  account."     As  for  part-time 
employment,  this  too  is  likely  to  increase  as  managers  try  to 
optimize  use  of  allotted  work-years.     This  development  could 
make  it  more  difficult  to  work  part-time  employees  in  excess  of 
scheduled  tours  but,  also,  make  for  poor  morale  and  turnover  if 
such  employees  are  really  looking  for  full-time  jobs. 

Recommendations 

The  Investigative  Staff  recommends  that  the  Committee  consider 
directing  SSA  to: 

1.  Rewrite  its  internal  instructions  on  overtime  policies 
and  procedures,  and  assign  organizational  responsibility 
for  active  administration  of  compliance  with  whatever 
requirements  are  established. 

2.  Cut  back  on  personnel  costs  in  the  Office  of  Systems  by 
experimenting  with  alternatives  to  accomplishing  all 
weekend  work  at  overtime  rates. 

3.  Find  out  why  Office  of  Hearing  and  Appeals  reversal  rates 
are  so  high  and  develop  an  action  plan  to  correct  whatever 
problems  are  disclosed. 

4.  Limit  further  expansion  of  the  part-time  employment 
program  except  for  purposes  clearly  within  the  intent  of 
the  Part-Time  Career  Employment  Act  of  1978. 

5.  Limit  future  hiring  of  career  seasonal  employees  for 
annual  wage  reporting  to  levels  which  are  demonstrably 
cost  beneficial. 

6.  Use  pre-established  unit  workload  processing  time  standards 
to  measure  regional  productivity  and  allocate  resources 
and,  depart  from  those  standards,  only  under  clearly 
justifiable  circumstances. 


vii 


271 


I.  INTRODUCTION 


A.  Directive 

By  directive  dated  September  9,   1980,   the  Committee  asked 
that  an  inquiry  be  made  of  certain  aspects  of  the  manpower  manage- 
ment and  planning  system  of  the  Social  Security  Administration 
(SSA) .     The  directive  noted  that  the  inquiry  should  include,  but 
not  be  limited  to: 

(1)  Historical  experience,  over  the  past  5  years,  with  over- 
time, part-time,  and  seasonal  employment. 

(2)  Budgeting  for  overtime. 

(3)  The  cost  effectiveness  of  SSA  policy  regarding  use  of 
overtime . 

(4)  The  adaptability  of  SSA  jobs  to  part-time  or  seasonal 
treatment. 

(5)  The  extent  to  which  part-time  and  seasonal  employment 
should  be  expanded  or  curtailed. 

B .  Scope  of  Inquiry 

This  report  is  based  on  information  obtained  by  interview; 
analysis  of  budget  justifications,  Congressional  hearings  and 
reports;  studies,  correspondence,  and  other  statistics  relating 
to  manpower  planning;  and  the  review  of  applicable  laws,  regu- 
lations, and  instructions. 

To  obtain  information  on  experience  with  overtime  and  part- 
time  employment,  the  Investigative  Staff  interviewed  budget  and 
management  personnel  and  key  program  officials  in  each  of  the  major 
SSA  organizational  components.     Field  organization  and  program 
service  center  operations  were  discussed  with  office  directors  and 
key  members  of  their  staffs  in  a  total  of  nine  activities  including 
three  regional  offices,  three  district  offices,  one  telephone 
service  center,  and  two  program  service  centers. 

C .  Background 

SSA  is  an  agency  of  the  Department  of  Health  and  Human  Services. 
The  agency  administers  a  national  program  of  contributory  social 
insurance  which  provides  monthly  cash  benefits  when  earnings  stop 
or  are  reduced  because  the  worker  retires,  dies,  or  becomes  disabled. 
The  agency  is  also  responsible  for  administration  of  all  or  portions 
of  other  programs,   including  the  supplemental  security  income  pro- 
gram for  the  aged,  blind,  and  disabled;  the  black  lung  benefit 
provisions  of  the  Federal  Coal  Mine  Health  and  Safety  Act  of  1969; 
and  the  Aid  to  Families  with  Dependent  Children  program.     In  FY  1980, 
SSA  had  an  end-of-the-year  onboard  count  of  84,269  employees. 
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II .      OVERTIME  EXPERIENCE 


SSA's  use  of  overtime  is  down  from  the  high  levels  attained  in 
the  mid-1970' s  and,  measured  in  terms  of  total  agency  work-year 
requirements,  now  compares  favorably  with  other  Federal  agencies. 
SSA  has  not  conducted  any  studies  to  evaluate  the  productivity  of 
work  during  overtime,  but  the  clear  consensus  is  that  current  SSA 
overtime  policy  and  practices  are  not  cost  beneficial. 

A.  Background 

In  FY  1980,  SSA  used  2,511  work-years  of  overtime  at  a  cost 
of  $48.9  million.     The  amount  of  overtime  used  and  the  cost  of 
overtime  in  FY  1980  were  797  work-years  and  $20.5  million  less 
than  the  amount  authorized  in  SSA's  budget. 

Compared  with  other  Federal  agencies,  SSA  overtime  use  is  about 
average.     In  FY  1979,  the  most  recent  year  for  which  comparative 
data  are  available,  overtime  (plus  holiday  premium  hours)  paid  for 
by  SSA  represented  about  3.1  percent  of  the  agency's  total  work- 
years.     The  corresponding  percentage  for  all  Federal  agencies  was 
3.3   (2.7  percent  for  the  Executive  Departments  and  4.4  percent  for 
Independent  Agencies) . 

Revised  estimates  for  FY  1981,  as  requested  in  the  FY  1982 
budget,  are  for  4,306  work-years  of  overtime  at  a  cost  of  $97 
million.     This  represents  more  than  a  70  percent  increase  over 
the  amount  worked  in  FY  1980. 

B .  Overtime  Use  Down 

The  data  in  the  table  below  shows  SSA  average  employment 
(work-years)   and  overtime  experience  over  the  past  5  years. 


AVERAGE  EMPLOYMENT  AND  OVERTIME  WORK-YEARS 


1976 

1977 

1978 

1979 

1980 

Full-time  permanent  — 

All  other   

Overtime   

—  73,653 

—  6,982 

—  5,581 

78,059 
5,652 
3,902 

78,313 
7,192 
2,510 

77,134 
7,869 
2,722 

75,697 
8,432 
2,511 

Totals  (work-years) 

—  86,216 

88,613 

88,015 

87,725 

86,640 

Overtime  as  percent 
of  total   

—  6.47 

4.40 

2.85 

3.1 

2.9 
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The  data  indicate  that  overtime  use  has  declined  from  a  high 
of  5,581  work-years  in  FY  1976  and  leveled  off  at  about  2,500 
work-years  for  the  past  3  years.     Over  the  same  period,  average 
full-time  permanent  employment  has  gone  up  and  down,  peaking  in 
FY  1978,  and  "all  other"  average  employment  has  steadily  increased. 
Total  work-years  have  remained  relatively  stable,  ranging  from  a 
low  of  86,216  in  FY  1976  to  a  high  of  88,613  in  FY  1977. 

The  changes  in  staffing  patterns  over  this  period  were  attrib- 
uted to  a  number  of  developments,   including  the  buildup  and  subse- 
quent leveling  off  of  manpower  requirements  attendant  to  taking 
over  the  supplemental  security  income  program  in  1974;  the  enact- 
ment in  October  1978  of  P.L.  95-437  which  encouraged  the  hiring 
of  part-time  workers;  the  shift  in  FY  1979  from  quarterly  to 
annual  wage  reporting;  and  the  hiring  freeze  imposed  in  March 
1980  which  forced  back  full-time  permanent  ceilings  by  restricting 
hiring  to  fill  subsequent  vacancies  on  only  a  one-for-two  basis. 
The  hiring  freeze  was  cited  as  accounting  for  much  of  the  FY  1980 
decrease  in  full-time  permanent  employment  under  that  of  FY  197  9. 
The  1980  decrease  in  full-time  permanent  employment,  as  well  as 
the  decrease  in  FY  1979  from  the  prior  year,  were  also  attributed 
to  the  shift  to  annual  wage  reporting  and  the  hiring  of  large 
numbers  of  seasonal  employees  whose  work-years  are  reflected  in 
the  increases  for  average  "all  other"  employment  over  the  past  2 
years . 

The  decrease  in  use  of  overtime  during  this  period  (down  2,859 
work-years  or  51.2  percent)  was  attributed  mainly  to  a  concerted 
management  effort  to  reduce  excessively  high  overtime  levels  which 
had  gotten  out  of  hand  in  FY's  1974,   1975,  and  1976.     These  high 
overtime  levels  were  mainly  due  to  implementation  of  the  supple- 
mental security  income  program.     Without  minimizing  the  results  of 
this  effort,  the  Investigative  Staff  would  suggest  that  the  lower 
overtime  levels  reported  for  the  past  several  years  are  even  more 
closely  related  to  another  development  which  the  SSA  refers  to  as 
"administrative  ceilings." 

Under  this  practice,  which  is  used  in  both  the  field  organi- 
zation and  the  program  service  centers  but  not  elsewhere  in  SSA 
components  are,  in  effect,  encouraged  to  overstaff  early  in  the 
fiscal  year  with  full-time  permanent  employees,  by  being  assigned 
ceilings  in  excess  of  end-of-the-year  employment  levels.  The 
additional  full-time  permanent  work-years  thus  generated  are 
then  funded  with  money  requested  to  support  overtime.  Thus, 
decreases  in  the  use  of  overtime  over  the  past  several  years 
have  been  offset,  in  part,  by  higher  full-time  permanent  average 
employment  levels. 

The  administrative  ceiling  procedure  was  first  implemented 
in  FY  1977.     Based  on  attrition  experience,  reasonable  estimates 
can  apparently  be  made  as  to  limitations  on  overstaffing  and,  to 
date,  no  problems  have  been  encountered  in  getting  down  to  end-of- 
the-year  Office  of  Management  and  Budget/Department  of  Health  and 
Human  Services  imposed  ceilings.     Administrative  ceilings  are 
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used  with  the  knowledge  and  approval  of  HHS,  and  the  Investi- 
gative Staff  notes  that  the  SSA  Commissioner  made  reference  to 
the  practice  in  his  testimony  before  the  House  Appropriations 
Committee  on  March  12,  1980. 

SSA  officials  recognize  that  level  staffing  would  be  more 
cost  effective  than  the  manpower  peaks  and  valleys  that  result 
from  administrative  ceilings.     By  using  administrative  ceilings, 
however,  additional  full-time  permanent  work-years  which  would 
otherwise  not  be  available  can  be  obtained,  and  the  procedure  is 
considered  justified  on  this  basis. 

C.     Overtime  Requirements  Overestimated 

The  table  below  shows  SSA  average  employment  and  overtime 
estimates  for  the  past  5  years. 


ESTIMATED  AVERAGE  EMPLOYMENT  AND  OVERTIME  WORK-YEARS 


1976         1977  1978  1979  1980 

Full-time  permanent  ■  70,597  76,701  77,479  76,549  74,360 

All  other                                   11,053       6,594  7,019  8,676  8,977 

Overtime                                       6,381       3,995  3,517  5,036  3,308 

Totals   (work-years)  —  88,031  87,650  87,768  90,261  88,646 


Comparison  of  estimates  with  actual  average  employment  and 
overtime  work-years  discloses  a  consistent  pattern  of  overestimated 
overtime  and  "all  other"  employment  requirements  and  underestimated 
full-time  permanent  average  employment.     Overtime  estimates  have 
been  especially  erroneous  for  the  past  3  years  when  estimated 
needs  were  only  71,  54,  and  76  percent,  respectively,  realized. 

The  Investigative  Staff  tried  but  without  too  much  success  to 
get  an  explanation  for  this  pattern.     In  FY  1980,  the  variance  was 
attributed,  among  other  reasons,  to  nonrealization  of  workloads  in 
the  program  service  centers  because  of  computer  problems  related 
to  changes  in  annual  wage  reporting  and  to  late  implementation 
and  inaccurate  estimates  of  the  district  office  workloads  to  be 
generated  by  the  food  stamp  program.     No  specific  reasons  were 
given  for  the  shortfalls  in  overtime  worked  relative  to  estimates 
in  FY  1978  and  1979  but,  in  a  general  way,  it  was  indicated  that 
because  of  budget  lag,  estimates  may  be  far  off  the  mark  by  time 
the  overtime  is  allocated,  in  which  case  it  may  be  held  back  (if 
initially  overestimated)  or  be  diverted  into  more  full-time 
permanent  work-years  using  the  administrative  ceiling  process. 

D.     Overtime  Use  by  Organization 

Among  the  major  organizational  components  of  SSA,  overtime 
use  in  FY  198  0  ranged  from  a  fraction  of  a  work-year  to  over 
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1,200  work-years.     The  table  below  lists  all  organizations  reporting 
use  of  more  than  100  work-years.     In  total,  these  six  components 
worked  over  9  3  percent  of  all  the  overtime  used  by  the  agency. 


OVERTIME  USE  BY  ORGANIZATION 


Percent 
Overtime  as  Realization 
Overtime     Percent  of  Total    of  Estimated 
Work-Years        Work-Years  Overtime 


Regional,  District,  and  Branch  Offices 

Office  of  Program  Service  Centers  

Office  of  Disability  Operations   

Office  of  Central  Records  Operations  — 

Office  of  Systems   

Office  of  Hearings  and  Appeals   


1,237 
389 
275 
191 
134 
127 


2.8 
2.7 
4.9 
2.7 
6.2 
2.7 


69 

59 
114 

85 
114 

76 


The  data  show  that  on  a  relative  basis,  that  is,  overtime  as 
a  percentage  of  total  work-years,  the  Office  of  Systems  and  the 
Office  of  Disability  Operations  use  the  most  overtime.     Both  of 
these  organizations  are  a  part  of  the  Woodlawn,  Maryland,  SSA 
complex. 

The  Office  of  Systems  is  responsible  for  operation  and  main- 
tenance of  SSA's  automatic  data  processing  and  data  communications 
systems.     Much  of  the  overtime  worked  is  attributable  to  the  nature 
of  computer  operations.     Office  of  Management  and  Budget  guidelines 
require  maximum  use  of  the  equipment  and  around-the-clock  operations. 
No  staffing  provisions  are  made,  however,  for  employees  to  work  on 
Saturday  and  Sunday  as  a  part  of  their  scheduled  tours  of  duty. 
As  a  result,  all  work  accomplished  on  weekends  must  be  paid  for 
at  overtime  rates.     Since  weekend  workload  demands  and  equipment 
often  are  in  excess  of  available  staff,   it  is  commonplace  for 
computer  operators,  schedulers,  and  support  personnel  to  work 
double  shifts  (16  hours)  on  weekends  and,   indeed,  not  unusual 
for  some  employees  to  work  two  double  shifts  on  the  same  weekend. 

One  official  indicated  that  SSA  had  experimented  in  the  past 
with  an  irregular  workweek  (Sunday  through  Thursday)   but  that  it 
had  not  worked  out  well.     Employees  did  not  want  to  work  Saturday 
and  Sunday  nights  on  a  regular  basis,  and  it  also  interfered  with 
training.     The  Investigative  Staff  suggests  that  further  experi- 
mentation might  be  in  order  and  that  the  possibilities  of  hiring 
some  part-time  help  (such  as  community  college  students  majoring 
in  computer  technology)   to  work  weekends  might  be  explored.  If 
such  a  plan  were  even  partially  successful,  some  of  the  excessive 
overtime  now  worked  in  computer  operations  should  no  longer  be 
necessary. 

In  the  Office  of  Disability  Operations,  the  poor  overtime 
record  was  attributed  to  a  multitude  of  interacting  problems 
which  increase  the  need  for  manpower  resources  to  keep  the  workload 
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from  getting  out  of  hand.     These  problems  include  a  substandard 
work  environment,   inadequate  space,  employee  quality,  morale  and 
attitude,  several  disruptive  reorganizations,  and  the  lack  of 
continuity  in  top  management  which  has  experienced  an  unduly  high 
turnover  rate  in  recent  years.     Another  major  factor  cited  as 
contributing  to  the  high  utilization  of  manpower  resources  was 
that  the  benefits  of  automation  have  never  been  fully  realized 
in  Office  of  Disability  Operations.     This  is  because  early  auto- 
mation efforts  were  directed  primarily  at  big  payoff  areas  such 
as  district  office  and  service  center  claims  operations,  but 
applications  in  the  disability  area  were  put  to  the  side  because 
the  benefit  roll  and  potential  payoff  were  much  smaller.     It  was 
stated  that  SSA  is  now  reaping  the  harvest  for  its  shortsightedness, 
and  part  of  the  price  is  Office  of  Disability  Operations'  heavy 
manpower  needs. 

The  field  office  complex  (regional,  district,  and  branch 
offices)   is  the  only  organizational  area  in  SSA  which  has  been 
given  more  than  routine  central  office  review  with  respect  to 
overtime  use  in  the  past  several  years.     Early  in  1979,  the 
Division  of  Manpower  Utilization  initiated  a  study  to  determine 
whether  overtime  policy  and  practices  were  as  efficient  as  they 
could  be  and  to  explore  the  relationship  between  overtime  and 
productivity.     The  extent  to  which  either  of  these  objectives 
was  accomplished  is  debatable,  but  the  study  did  result  in  the 
development  of  a  quarterly  report  showing  use  of  overtime  by 
region,  area,  and  district  office  in  comparison  with  other  regions, 
areas,  and  district  offices.     The  Investigative  Staff  found  that 
in  the  regions  visited,  there  was  an  awareness  of  the  report, 
but  its  value  as  a  means  of  making  sure  that  overtime  was  being 
used  in  the  right  places  and  was  paying  off  was  rather  limited. 
Most  officials  who  were  familiar  with  the  report  typically  used 
the  data  to  make  a  gross  comparison  between  their  own  and  counter- 
part offices  on  the  basis  of  relative  size  of  staff  and  relative 
use  of  overtime. 

Using  this  approach,  the  Chicago  region,  which  in  FY  1980  had 
an  average  of  about  18  percent  of  total  field  office  staff  but 
worked  about  22  percent  of  the  overtime,  had  the  poorest  record. 
Chicago  officials  are  well  aware  that  the  region  is  a  big  user 
of  overtime  and  attribute  the  problem  largely  to  the  demographic 
characteristics  of  the  region  and  the  fact  that  13  of  the  50 
largest  standard  metropolitan  areas  are  located  in  the  area. 
SSA  officials  unanimously  hold  the  view  that  urban  areas  have 
special  problems  with  respect  to  workload  mix  (high  volume  of 
supplemental  security  income  claims  relative  to  retirement  and 
survivor  claims),  high  turnover,   inexperienced  and  lower  quality 
employees,  and  high  training  costs  that  are  not  as  evident  in 
suburban  or  rural  areas. 

Comparative  data  on  overtime  use  by  region  in  FY  1980  are 
shown  in  the  following  chart: 
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Percent  of  Total        Percent  of  Field 
Field  Staff  Overtime  Worked 

Boston                                           4.71  5.28 

New  York                                    14.48  12.81 

Philadelphia                              10.01  12.28 

Atlanta                                       16.61  13.72 

Chicago                                       17.93  21.92 

Kansas  City                                 4.55  3.40 

Dallas                                         10.51  9.44 

Denver                                          2.45  1.20 

San  Francisco                           15.67  16.61 

Seattle                                        3  .06  3  .33 

100.00  100.00 


Experience  reported  in  FY  198  0  for  the  six  program  service 
centers  also  shows  heavier  overtime  use  by  the  big  city  offices 
(Northeastern  located  in  New  York  City  and  Great  Lakes  located 
in  Chicago).     Conversely,  the  office  using  the  least  amount  of 
overtime  was  the  Mid-America  Program  Service  Center,  located  in 
Kansas  City,  which  with  about  18  percent  of  the  total  staff 
assigned  to  the  service  centers  used  only  4.2  percent  of  the 
overtime . 

The  unusual  Mid-America  record  was  attributed  by  one  SSA 
spokesman  to  a  number  of  factors,   including  a  work-oriented  labor 
force,  low  turnover,  fewer  union  problems,  tighter  management,  and 
location  in  an  area  where  Federal  salaries  are  competitive.  A 
simpler  explanation  was  offered  by  the  service  center  director 
who  is  reported  to  have  said  that  because  of  his  belief  that  long- 
range  overtime  was  nonproductive,  he  took  steps,  about  5  years 
ago,  to  phase  it  out.     While  at  first  he  encountered  resistance 
on  the  part  of  employees  for  whom  overtime  had  become  an  economic 
way  of  life,  productivity  ultimately  increased  and  the  organization 
was  able  to  keep  up  with  workloads  without  overtime. 

The  example  of  the  Mid-America  Program  Service  Center  illus- 
trates that  management  commitment  is  no  less  important  than  service 
area  characteristics  and  a  favorable  labor  market  in  getting  over- 
time usage  under  control.     This  view  was  expressed  by  more  than 
one  SSA  official  and  is  shared  by  the  Investigative  Staff. 

The  Office  of  Central  Records  Operations  used  about  15  percent 
less  overtime  in  FY  1980  than  in  the  prior  year,  but  it  was 
indicated  that  this  does  not  necessarily  signify  a  trend  because 
the  amount  used  is  subject  to  so  many  variables,  including  budget, 
ceilings,  cyclical  workloads,  and  level  of  service  to  the  public. 
In  FY  197  9,  the  three  Data  Operation  Centers  were  late  in  getting 
started  with  annual  wage  reporting  and  had  to  fall  back  on 
overtime.     The  balancing  workload  was  also  unusually  heavy  and, 
because  of  turnover,  a  number  of  key  jobs  were  vacant  and  could 
not  be  filled. 
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Most  of  the  overtime  worked  in  the  Office  of  Hearings  and 
Appeals  is  used  by  its  field  organization  (almost  3,500  employees 
working  in  well  over  100  offices)   but,  on  a  relative  scale,  the 
much  smaller  Office  of  Appeals  Operations,  which  is  a  part  of  the 
headquarters  office,  is  a  much  bigger  user  of  overtime.  The 
Office  of  Appeals  Operations  with  about  450  hearings  and  appeals 
analysts  and  support  staff  was  described  as  the  organization 
which  does  the  spade  work  for  the  Appeals  Council.     The  organi- 
zation's high  use  of  overtime  was  attributed  mainly  to  giving 
the  field  first  priority  in  the  allocation  of  full-time  permanent 
man-years.     It  was  stated  that  administrative  law  judges  are  not 
remunerated  for  overtime  work. 

In  reviewing  Office  of  Hearings  and  Appeals  activities,  the 
Investigative  Staff  noted  the  high  percentage  of  cases  in  which 
a  lower  office  decision  was  overturned.     Of  total  dispositions 
in  FY  1980,  lower  office  decisions  were  reversed  in  55.7  percent 
of  the  cases,  and  for  disability  cases  alone  (almost  half  of  the 
workload),  the  rate  was  even  higher  (61.6  percent).     From  the 
standpoint  of  managing  manpower  resources  and  overtime,  the 
Investigative  Staff  believes  the  high  reversal  rate  should  be 
of  concern  to  SSA  on  two  accounts.     First,  an  appeals  process 
perceived  to  be  unduly  liberal  will  generate  a  workload  of  its 
own  and,  thereby,  result  in  an  ever  increasing  requirement  for 
manpower.     Second,  the  high  reversal  rate  implies  that  either  SSA 
adjudicators  and  Hearings  and  Appeals  staff  are  not  applying  the 
same  laws,  regulations,  precedents,  and  instructions  to  make 
decisions  or,  if  using  the  same  guidelines,  they  are  not  inter- 
preting the  material  similarly.     The  wastefulness  in  either  case 
is  evident  because  a  significant  amount  of  manpower  is  being 
expended  and  work  being  done  on  cases  which  ultimately,  in  effect, 
will  go  down  the  drain.     The  Investigative  Staff  believes  that 
appreciable  savings  in  Office  of  Hearings  and  Appeals  manpower 
and  overtime  could  be  realized  if  this  situation  were  corrected 
and  would  suggest  that  priority  attention  be  given  to  the  problem. 

E .     Overtime  and  Productivity 

Instructions  concerning  basic  concepts  and  procedures  to  be 
followed  with  regard  to  overtime  are  contained  in  SSA's  Personnel 
Guides  for  Supervisors,  Guide  4-1,  Overtime  and  Holiday  Work. 
This  guide  provides,  in  part,  for  systems  being  set  up  to  enable 
a  comparison  of  work  accomplished  on  overtime  with  work  accomplished 
during  the  regular  schedule.     None  of  the  major  SSA  organizations 
has  complied  with  this  requirement. 

The  only  overtime  study  identified  by  the  Investigative  Staff 
which  touched  on  productivity  of  work  during  overtime  hours  was 
recently  completed  by  the  Mid-Atlantic  Program  Service  Center. 
While  this  study  concluded  that  productivity  on  overtime  was  high, 
the  findings  were  heavily  qualified.     It  was  recognized,  for 
example,  that  distractions  such  as  meetings,  breaks,  telephone 
calls,  etc.,  are  fewer  on  overtime  than  during  the  regular  day. 
It  was  also  found  that  supervisors  often  use  overtime  to  address 
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the  easier  actions  which  can  be  rapidly  processed,  and  this  would 
be  reflected  as  more  cases  worked  per  hour  in  productivity  data. 
Thus,  the  results  of  this  study  are,  at  best,  inconclusive. 

The  Investigative  Staff  was  also  advised  of  another  study  made 
at  some  time  in  the  past  of  overtime  productivity  in  the  Office 
of  Disability  Operations,  but  no  report  was  available.  Reportedly, 
this  review  showed  a  drop  in  productivity  from  2  cases  on  regular 
time  to  1.2  cases  in  the  same  period  on  overtime. 

The  Division  of  Manpower  Utilization  also  wanted  to  look  into 
the  relationship  between  overtime  and  productivity  as  part  of  its 
aforementioned  study  of  overtime  management  in  the  field  offices. 
However,  the  project  was  not  pursued  because  the  operating  com- 
ponents were  reluctant  to  cooperate  and  assist  in  the  collection 
of  data. 

As  a  result  of  this  indifference,  there  is  little  more  than 
opinion  left  on  which  to  base  a  judgment  as  to  the  cost  effectiveness 
of  SSA's  overtime  policies.     The  clear  consensus  is  that  overtime 
used  for  other  than  legitimate  purposes  such  as  peak  and  emergency 
workloads  is  not  cost  effective.     Not  only  is  premium  pay  a 
factor,  but  many  managers  also  believe  that  productivity  falls 
off  because  of  thinner  supervision  and  other  reasons.     It  is  a 
commonly  held  view,  for  example,  that  regular  recurring  overtime 
becomes  an  "economic  way  of  life"  for  many  employees,  at  which 
point  the  tendency  is  developed  (either  knowingly  or  otherwise) 
to  stretch  out  the  work  so  as  to  assure  overtime  income. 

While  more  permanent  positions  would  mean  less  overtime  and 
be  cost  beneficial,  Office  of  Management  and  Budget/Department 
of  Health  and  'Human  Services  controls  have  ruled  out  additional 
ceiling  as  a  practicable  alternative.     As  a  result,  to  get  mandated 
work  accomplished,  the  agency  believes  that  it  will  have  to  continue 
falling  back  on  overtime,  even  though  it  costs  more. 
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ADMINISTRATION  OF  OVERTIME 


Administration  of  overtime  in  SSA  headquarters  offices  is 
haphazard.     As  a  result,  some  employees  are  working  excessive 
overtime,  employees  are  using  leave  liberally  and  working  overtime 
on  the  same  day  or  in  the  same  week,  and  higher  grade  employees 
who  should  be  using  compensatory  leave  are  being  paid  for  overtime. 

The  reason  for  some  of  this  problem  is  that  SSA  does  not  have 
a  current  instruction  on  overtime  management,  and  no  one  office 
is  effectively  overseeing  compliance  with  overtime  policies  and 
procedures. 

A.  Background 

To  get  some  idea  of  overtime  use  patterns  and  to  review 
administration  of  overtime,  the  Investigative  Staff  requested  a 
listing  of  all  SSA  employees  who  had  worked  17  3  hours  or  more 
(approximate  equivalent  of  a  work  month)  of  overtime  in  CY  1980. 
The  annual,  sick,  and  other  leave  used  over  the  same  period  by 
these  employees  was  also  requested. 

The  number  of  employees  on  the  listing  totaled  6,554  or  about 
8  percent  of  the  SSA  work  force.     The  number  of  hours  of  overtime 
worked  totaled  1.8  million  or  about  45  percent  of  the  overtime 
worked  by  all  SSA  employees  in  1980.     The  data  also  disclosed 
that  these  employees  used  a  total  of  1.3  million  hours  of  annual 
and  sick  leave  over  the  same  period  or,  in  other  words,  for  every 
hour  worked  on  overtime,  they  took  almost  three-quarters  of  an 
hour  of  leave.     The  result,   in  effect,  was  that  SSA  had  to  pay 
overtime  rates  to  make  up  for  loss  of  production  due  to  use  of 
leave. 

Of  the  6,554  employees  on  the  listing,  7  worked  over  1,000 
hours.     Of  the  seven,  five  were  in  computer  operations  and  worked 
almost  all  of  the  overtime  on  weekends.     Most  of  the  overtime 
worked  by  the  other  two  employees  (one  of  whom  was  a  secretary 
and  the  other  was  an  editorial  assistant)  was  not  required  by 
their  regular  jobs  but  was  rather  performed  for  other  organi- 
zations.    The  overall  distribution  of  hours  worked  was  as  shown 


below: 


Overtime  Hours  1/ 


Number  of  Employees 


104  0  or 

866  - 

686  - 

520  - 

346  - 

17  3  - 


more 
1039 
865 
685 
519 
345 


5451 


4 
14 
46 
200 
839 


1/  Intervals  equate  approximately  with  half  of 
a  work-year,  five-twelths  of  a  work-year,  etc. 
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The  employees  ranged  in  grade  from  GS-1  through  GS-15  (one 
employee)  with  more  employees  in  grade  GS-10  than  any  other  grade. 
This  is  the  journeyman  level  for  claims  representatives  and  claims 
author izers.     About  17  percent  of  the  employees  listed  were  in 
grade  GS-11  or  higher. 

B.  Employees  Working  Too  Much  Overtime 

SSA's  instructions  on  overtime  work  (Guide  4-1,  Holiday  and 
Overtime  Work)  provide  that  no  employee  should  be  permitted  to 
work  more  than  17  hours  a  week  ( 18  hours  in  some  headquarters 
offices  covered  by  union  agreement).     The  instructions  go  on  to 
state  that  18  hours  "*  *  *  is  meant  to  be  a  maximum  and  not  a 
standard  amount  of  overtime.     Preferably,  the  amount  of  overtime 
worked  should  be  considerably  less  *  *  *."     Certain  exceptions 
are  provided  for,  but  such  overtime  must  be  justified  in  writing 
with  a  beginning  and  ending  date  shown,  and  the  request  must  be 
approved  by  an  official  at  the  division  level  (prior  to  reorgan- 
ization) or  above. 

Review  of  the  data  provided  by  SSA  and  a  sampling  of  time  and 
attendance  records  (segments  of  which  were  missing  or  illegible) 
makes  it  evident  that  supervisors  are  not  complying  with  this 
rule  on  maximum  amount  of  overtime  permitted.     Among  the  employees 
working  a  lot  of  overtime,  11  averaged  over  18  hours  a  week, 
and  probably  many  others  (judging  from  the  sampling  of  time  and 
attendance  records)   exceeded  the  18-hour  limitation  on  one  or  a 
number  of  occasions  during  the  year.     The  individual  prize  for 
endurance  would  appear  to  have  been  won  by  an  employee  who  averaged 
32  hours  of  overtime  a  week  over  a  12-week  period.     (Over  the 
same  period,  the  employee  used  84  hours  of  annual  leave.) 

The  Investigative  Staff  was  shown  no  evidence  of  compliance 
with  the  requirement  for  documented  justifications  for  these 
employees  working  more  than  18  hours  a  week.     Some  of  the 
supervisors  interviewed  seemed  more  aware  of  the  18-hour  limi- 
tation than  others  (one  knew  nothing  about  it),  but  none  appeared 
to  give  it  much  importance  and  only  one  claimed  to  have  some 
written  justification  (dating  back  to  1977)  authorizing  an 
employee  now  under  his  supervision  to  work  more  than  18  hours 
a  week. 

It  might  be  added  that  these  conditions  exist  despite  identi- 
fication of  the  problem  of  employees  working  excess  overtime 
without  justification  in  a  1976  Office  of  Inspector  General 
report. 

C.  Overtime  Used/Leave  Abused 

SSA's  instructions  on  overtime  work  state  that  "usually" 
an  employee  will  not  be  granted  leave  and  authorized  to  work 
overtime  on  the  same  day  or  in  the  same  week  but  again,  super- 
visory discretion  is  allowed  in  approving  leave  under  "compelling" 
circumstances.     The  General  Agreement  between  SSA  headquarters 
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and  SSA  Local  19  23,  American  Federation  of  Government  Employees 
AFL-CIO,  provides,  in  effect,  that  an  employee  must  be  considered 
for  overtime  on  the  same  basis  as  other  employees  even  when  he 
takes  up  to  4  hours  of  leave  in  a  single  day  or  up  to  16  hours  of 
leave  during  the  workweek. 

Review  of  time  and  attendance  records  indicates  that  some 
employees  have  used  leave  in  excess  of  16  hours  and  worked  overtime 
in  the  same  week.     The  most  flagrant  example  of  a  violation  of  this 
rule  was  by  an  employee  working  in  computer  operations  who  over 
four  consecutive  pay  periods  (8  weeks)  worked  about  2  1/2  weeks 
(97  hours)  on  regular  time,  eight  weekends  and  one  holiday  (173 
hours)   on  overtime,  and  took  off  over  5  weeks  (215  hours)  on 
annual  leave.     The  explanation  provided  was  that  an  employee  is 
entitled  to  use  his  annual  leave  without  prejudicing  his  oppor- 
tunity to  work  overtime  on  weekends  provided  the  work  is  there 
and  the  employee  available.     This  is  not  the  way  the  Investigative 
Staff  would  interpret  Guide  4-1. 

Apart  from  infractions  of  the  16 -hour  leave/no  overtime  rule, 
the  Investigative  Staff  would  like  to  observe  that  leave  usage 
patterns,  especially  sick  leave,  raise  some  question  about  how 
effectively  this  program  is  being  administered.     For  example,  the 
data  provided  by  SSA  discloses  that  many  employees  used  13  days 
of  sick  leave  during  the  year  (give  or  take  a  day)  or  just  about 
the  amount  earned.     Another  employee  who  worked  over  7  00  hours  of 
overtime  took  over  9  weeks  off  on  sick  leave  in  spells  of  2  weeks, 
2  weeks,  and  5  weeks.     It  was  reported  that  the  employee  required 
hospitalization  on  one  or  more  of  these  occasions  and,   if  so,  the 
wisdom  of  allowing  him  to  work  such  a  heavy  overtime  schedule 
would  appear  doubtful.     One  supervisor  acknowledged  the  sick 
leave  abuse  problem  in  his  organization  but  stated  that  it  was 
difficult  to  take  corrective  action  because  of  past  practice  and 
because  he  had  no  confidence  in  the  support  he  would  get  higher 
up  in  the  organization. 

The  matter  of  employees  using  leave  and  working  overtime 
during  the  same  day  or  week  is  a  problem  of  longstanding.     In  a 
1976  review  of  SSA  overtime  practices,  the  Departmental  Inspector 
General  recommended  that  the  agency  negotiate  with  the  union  to 
obtain  some  concessions  on  how  much  leave  an  employee  could  use 
without  being  barred  from  working  overtime  but,  to  date,  no 
corrective  action  has  been  taken.     In  the  renegotiation  of  the 
union  contract  which  is  currently  underway,  the  Investigative 
Staff  would  hope  that  management  will  take  a  strong  position  on 
this  issue,  because  present  controls  are  inadequate  and  too 
tilted  in  favor  of  the  employee. 

D.     Compensatory  Time  Rule  Not  Observed 

SSA's  instructions  provide  that  employees  whose  salaries  are 
above  the  maximum  for  GS-10  and  not  above  the  maximum  for  GS-15 
will  "usually"  be  given  time  off  rather  than  pay  for  overtime 
work.     Exception  may  be  granted  if  it  is  not  in  the  interest  of 
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economy  and  efficiency  to  grant  time  off  within  eight  pay  periods 
because  of  continuing  heavy  workloads. 

Data  provided  by  SSA  listed  over  1,100  employees  in  grade 
GS-11  and  above  who  in  1980  worked  a  total  of  more  than  317,000 
hours  of  overtime  at  a  cost  of  $4.4  million.     Over  the  same 
period,  these  employees  were  using  about  160,000  hours  of  annual 
leave  and  58,000  hours  of  sick  leave  but,  in  total,  took  only 
157  hours  of  compensatory  time  off.     Since,   it  will  be  recalled, 
these  statistics  cover  only  employees  working  173  hours  or  more  of 
overtime,   it  is  reasonable  to  assume  that  many  other  upper  grade 
level  SSA  employees  also  worked  overtime  in  1980  and,  contrary  to 
agency  instructions,  were  paid  for  it. 

Supervisors  with  whom  the  issue  was  discussed  said,   in  effect, 
that  the  rule  is  ignored.     The  only  time  an  employee  will  be 
given  compensatory  time  off  is  for  the  employee's  convenience 
(when  he  requests  it)  or  when  money  is  short  and  a  temporary 
freeze  is  imposed  on  paid  overtime. 

Some  supervisors  rationalized  paid  overtime  for  higher  level 
employees  on  the  basis  of  essentiality;  that  is,  the  employees 
could  not  be  spared  to  take  the  time  off.     This  explanation  would 
possibly  be  more  convincing  were  it  not  for  the  leave  record  reported 
for  these  employees.     Based  on  the  record,  it  would  be  a  reasonable 
inference  that  they  can  use  annual  and  sick  leave  as  much  as  they 
choose,  but  when  it  comes  to  taking  compensatory  time  off  in  lieu 
of  payment  for  overtime  work,  they  become  indispensable. 

E .     Instructions  Need  Updating 

Guide  4-1,  Holiday  and  Overtime  Work,  SSA's  instructions  on 
overtime,  should  be  completely  rewritten  to  reflect  current  policy, 
practices,  and  procedures  and  to  update  responsibilities  and  organ- 
izational references.     The  current  instruction  is  a  patchwork 
compilation  of  departmental  documents  interspersed  with  SSA 
supplemental  issuances.     The  SSA  material  is  replete  with  obsolete 
organizational  references  and  other  questionably  current  material 
and,  as  a  result,  noncompliance  with  requirements  is  easily 
rationalized.     For  example,  when  the  instructions  were  written, 
the  approval  of  a  division  head  (or  higher)  was  necessary  for  an 
employee  to  work  over  18  hours  a  week.     However,  a  "division"  at 
that  time  was  an  organizational  level  above  what  it  is  today. 
As  a  result,  even  if  supervisors  were  to  try  managing  in  accord 
with  the  letter  of  the  instruction,  there  would  be  no  compliance 
with  the  intent. 

Related  to  the  problem  of  an  inadequate  instruction  on  overtime 
is  the  lack  of  oversight  to  assure  compliance  with  policy  and 
procedural  requirements.     According  to  Guide  4-1,  this  is  a 
responsibility  of  the  "Division  of  Personnel,  OA,"  a  now  nonexistent 
organizational  entity.     As  best  the  Investigative  Staff  could 
determine,  this  responsibility  is  not  currently  being  exercised 
by  any  organization. 
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IV.     PART-TIME  AND  SEASONAL  EMPLOYMENT 

Part-time  and  seasonal  employment  are  viewed  as  an  important 
part  of  the  SSA  manpower  program.     Some  of  the  statistics  on  part- 
time  employment,  however,  tend  to  be  misleading.     The  Investigative 
Staff  found  that  managers,  generally,  are  reconciled  to  live  with 
the  program  and  give  it  their  support,  but  only  because  of  the 
hiring  limitations  on  full-time  workers.     Similarly,  many  part-time 
employees  have  accepted  such  appointments  not  by  choice,  but  rather 
because  SSA  had  nothing  more  to  offer,  and  they  are  now  just  waiting 
for  full-time  positions  to  become  available. 

In  view  of  these  limitations  and  for  other  reasons,  the  Investi- 
gative Staff  would  not  recommend  further  expansion  of  part-time 
employment  as  an  SSA  manpower  resource. 

A.  Background 

SSA  programs  and  functions  are  carried  on  mainly  by  its  full- 
time  permanent  work  force.     SSA  has  recognized,  however,  that  in 
some  circumstances,  using  other  than  full-time  permanent  employees 
may  be  the  best  and  the  most  economical  way  of  accomplishing 
necessary  work.     Additionally,  as  in  other  Federal  agencies, 
pressures  have  been  brought  to  bear  on  SSA  to  constrain  increases 
in  full-time  permanent  employment  levels,  and  this  limitation  has 
also  served  to  encourage  the  hiring  of  workers  allocable  to  the 
"all  other"  employment  ceiling. 

Over  the  past  5  years,  SSA  total  employment  has  averaged  83,996. 
Over  the  same  period,  "all  other"  employment  has  averaged  7,425  or 
8.8  percent  of  the  overall  effort.     The  details  are  as  shown 
below : 

(1)  (2)  (3) 

Agency  Average      All  Other  Average  Percent 
Employment  Employment  (2)  -  (1) 


1976    80,635  6,982  8.7 

1977    84,711  6,652  7.9 

1978    85,505  7,192  8.4 

1979    85,003  7,869  9.3 

1980    84,129  8,432  10.0 


Included  under  the  "all  other"  umbrella  are  a  miscellany  of 
full-time,  part-time,  seasonal,  and  intermittent  employees,  serving 
under  both  temporary  (noncareer)  and  permanent  (career)   type  appoint- 
ments.    An  agency  the  size  of  SSA  will  inevitably  use  all  of  its 
appointment  authorities  in  the  course  of  time  and  is  likely  to  have 
the  full  range  of  "all  other"  employees  on  its  rolls.     For  the  pur- 
poses of  this  study,  the  Investigative  Staff  limited  its  review  to 
two  kinds  of  other  than  full-time  permanent  employees,  namely,  those 
serving  in  permanent  part-time  and  in  career  seasonal  appointments. 
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SSA  also  hires  a  significant  number  of  noncareer  temporary  and 
part-time  workers,  but  since  such  employment  is  more  ephemeral 
and  has  less  of  a  lasting  impact  on  the  manpower  program,  the 
Investigative  Staff  did  not  look  at  practices  in  this  area  too 
closely. 

B .     Part-Time  Employment 

The  Investigative  Staff's  efforts  to  reconstruct  SSA  experience 
with  part-time  employment  were  frustrated  by  a  paucity  of  information 
or  knowledge  about  the  subject  prior  to  enactment  of  the  Federal 
Employees  Part-Time  Career  Employment  Act  of  1978   (P.L.  95-437).  As 
best  as  could  be  ascertained,  however,  SSA  had  been  using  part-time 
appointment  authority  extensively  (as  compared  with  other  agencies) 
for  some  years  prior  to  enactment  of  the  legislation.     Almost  all 
of  the  employees  hired  under  the  program,  however,  were  only  nominal 
part-timers,  working  39-hour  per  week  schedules.     Like  other  Federal 
agencies  with  similar  full-time  permanent  staffing  problems,  SSA 
was  forced  to  play  the  "ceiling  game"  and,  reportedly,  became  very 
adept  at  it. 

The  main  impetus  for  the  enactment  of  P.L.  95-437  was  said  to 
be  provided  by  the  women's  movement.     The  stated  purpose  of  the 
law  was  "to  increase  part-time  career  employment  opportunities 
throughout  the  Federal  Government."     Special  emphasis  was  to  be 
given  to  hiring  housewives,  students,  the  handicapped,  and  others 
who  were  unable  to  work  a  full-time  schedule.     The  law  was  also 
designed  to  discourage  nominal  part-time  appointments  and  other 
subterfuges  to  get  around  ceilings  on  full-time  employment. 

To  terminate  3  9-hour  per  week  appointments,  the  definition  of 
part-time  employment  was  narrowed  from  scheduled  work  of  less  than 
40  hours  per  week  to  scheduled  work  between  16  and  3  2  hours  per 
week,  but  only  for  employees  who  became  part-time  after  enactment 
of  the  law.     Part-time  employees  appointed  before  the  law  was 
enacted  were  unaffected  by  the  legislation.     Thus,  an  employee  who 
was  serving  in  a  39-hour  a  week  appointment  was  allowed  to  continue 
working  such  hours  for  as  long  as  he  remained  part-time.    While  the 
act  does  not  restrict  agencies  from  temporarily  increasing  an 
employee's  hours  of  duty  above  32  hours  per  week  for  limited  periods 
to  meet  heavy  workloads  or  for  other  reasons,  Office  of  Personnel 
Management  instructions  provide  for  limiting  the  practice  to  no 
more  than  two  successive  pay  periods. 

To  correct  past  abuses  in  management  of  ceilings,  P.L.  95-437 
provided  for  prorated  counting  of  part-time  permanent  employees  for 
ceiling  purposes,  beginning  October  1,   1980.     In  other  words,  work- 
year  ceilings  would  replace  end-of-year  personnel  ceilings  based  on 
positions  for  part-time  employees.     This  aspect  of  P.L.  95-437  and 
its  applicability  to  SSA  are  reviewed  in  Chapter  VI  of  this  report. 

1.     Part-Time  Employment  Up 

Since  the  enactment  of  P.L.  95-437,  career  part-time  employ- 
ment has  increased  from  4,374  employees  in  April  1978   (when  staffing 
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reports  first  reflected  the  data)   to  5,753  workers  at  the  end  of  FY 
1980  for  an  increase  of  over  30  percent.     SSA  also  uses  more  part- 
time  help  than  most  other  Federal  agencies.     The  listing  below 
shows  data  for  selected  Federal  agencies,  current  as  of  June  1980: 

Part-Time  Permanent 
Part-Time  Permanent     as  Percent  of  Total 
Agency  Employment  Agency  Employment 

(percent) 


U.S.  Postal  Service   

105,290 

15.8 

Office  of  Personnel  Management  — 

772 

9.0 

Social  Security  Administration  1/ 

5,753 

6.9 

Environmental  Protection  Agency  - 

984 

6.4 

Veterans  Administration   

15,036 

6.3 

Health  and  Human  Services   

8,612 

5.3 

Interior   

4,598 

5.2 

Agriculture   

5,710 

4.0 

Energy   

578 

2.7 

Labor   

604 

2.5 

Treasury   

2,805 

2.1 

1/   Data  current  as  of  September  30,  1980 


2.     Part-Time  Employment 
Data  Misleading 

SSA  statistics,  while  impressive,  tell  less  than  the  full 
story  about  part-time  employment  opportunities  in  the  agency.  This 
is  because  the  data  do  not  show  how  many  employees  are  serving, 
by  preference,   in  "real"  part-time  work  situations  (16  to  32  hours 
a  week  with  minimal  extension  of  scheduled  tours)   and  how  many  are 
still  serving  under  part-time  appointments  only  because  of  ceiling 
limitations  on  full-time  employees.     For  several  reasons,  the 
Investigative  Staff  suspects  that  were  it  not  for  hiring  restric- 
tions on  full-time  workers,  SSA  part-time  employment  levels  would 
be  down  substantially. 

First,  the  view  was  expressed  by  a  number  of  officials  that 
SSA  work  processes  and  operations  are  not  particularly  amenable  to 
part-time  treatment.     The  nature  of  the  work  allows  little  flexi- 
bility to  engineer  jobs  and  develop  part-time  work  situations  on 
other  than  a  most  limited  scale.     Given  this  constraint,  SSA 
managers  generally  have  to  hire  to  fill  full-time  positions  and 
would  rather  do  so  with  full-time  employees. 

Second,  from  the  employee's  standpoint  the  Investigative 
Staff  was  given  the  impression  that  relatively  few  are  really 
interested  in  part-time  work.     The  exceptions  include  a  number 
experienced  present  and  former  SSA  employees  who  no  longer  want  to 
work  full-time  schedules  and  the  handful  of  applicants  on  Civil 
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Service  registers  who,  for  personal  reasons,  only  want  to  work  a 
part-time  schedule.     The  impression  was  given  that  most  other  part- 
time  employees  are  in  a  holding  pattern,  just  waiting  for  a  full- 
time  position  (either  with  SSA  or  elsewhere)  to  open  up. 

3 .     Employees  Working  in 

Excess  of  Tours  of  Duty 

Data  on  part-time  employees  who  are  working  hours  in  excess 
of  their  scheduled  tours  of  duty  also  tend  to  confirm  the  Investi- 
gative Staff's  opinion  that  most  SSA  part-time  employment  is  forced 
by  ceiling  limitations  and  is  of  an  ersatz  variety.     In  one  randomly 
selected  pay  period  early  in  November  1980,  the  Investigative  Staff 
found  that  of  all  part-time  workers  in  the  regional  and  district 
offices,  1,933  (about  51  percent)   had  worked  a  total  of  18,665 
hours  (about  9  work-years)   in  excess  of  their  tours  of  duty.  The 
average  number  of  excess  hours  worked  a  pay  period  per  employee 
was  about  10,  or  the  equivalent  of  an  hour  a  day. 

In  the  program  service  centers,  the  other  major  employer  of 
part-time  permanent  help,  a  similar  pattern  prevails.     Review  of 
records  for  another  pay  period  randomly  selected  disclosed  that 
about  one-third  of  all  part-time  employees  had  worked,   in  total, 
3,677  excess  hours  for  an  average  of  about  11  hours  per  employee. 
One  of  the  service  centers  (Mid  America,  located  in  Kansas  City) 
with  150  career  part-time  employees,  had  no  excess  hours  worked 
but,  at  the  other  extreme,  at  another  service  center  (Mid-Atlantic, 
located  in  Philadelphia)   almost  90  percent  of  its  178  part-time 
workers  were,  in  effect,  worked  "overtime." 

These  data  tend  to  substantiate  the  comments  of  numerous 
SSA  officials  (and  the  conclusion  of  the  Investigative  Staff)  to 
the  effect  that  part-time  employees  are  routinely  worked  in  excess 
of  tours  of  duty  and  that  many  are  working  full-time  40  or  more 
hour  weeks. 

While  Office  of  Personnel  Management  (OPM)  regulations 
impose  limitations  on  the  practice  of  working  part-time  employees 
beyond  their  scheduled  tours  (no  more  than  two  successive  pay 
periods),  the  extent  of  compliance  with  these  rules  is  not  uniform 
throughout  SSA.     The  field  organization  (regional  and  district 
offices)  has  a  biweekly  ALERT  report  showing  employees  and  hours 
worked  in  excess  of  scheduled  tours,  but  in  one  region  visited, 
there  appeared  to  be  no  awareness  of  OPM  restrictions  on  the  practice. 
The  program  service  centers  have  nothing  comparable  to  the  ALERT 
report  and  monitoring  of  excess  hours  is  left  to  the  devices  of 
individual  managers. 

Overall,   interest  in  limiting  the  hours  worked  by  part- 
time  employees  to  their  scheduled  tours  of  duty  appeared  minimal, 
and  the  impression  was  given  that  as  long  as  the  work  was  there, 
managers  will  maximize  the  value  of  part-time  employment  as  a 
manpower  resource  by  using  such  employees  to  the  fullest  extent 
practicable. 
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4.  Profile  of  Part-Time  Employment 

To  obtain  a  better  picture  of  part-time  employment  in  SSA, 
the  Investigative  Staff  requested  a  computer  run  showing  career 
part-time  employees  distributed  by  organization,  occupational 
series,  grade  level,  and  scheduled  tour  of  duty.     The  information 
provided  was  current  as  of  early  November  1980. 

Of  the  total  number  of  part-time  employees  reported  on 
board  at  that  time: 

3,8  81  (70  percent)  were  working  in  the  regional  and 
district  offices,  997  (18  percent)  were  working  in  the  program 
service  centers,  and  the  remainder  were  distributed  throughout 
the  agency. 

about  2,300  (42  percent)  were  clerical  employees 
working  mainly  in  claims  operations,  1,500  (27  percent)  were  in 
claims  technical  operations  (Claims  Representatives,  Service 
Representatives,  Claims  Authorizers,  Benefits  Authorizers) ,  1,500 
(27  percent)  were  in  clerical  and  secretarial  support  jobs,  and 
the  remaining  employees  were  working  in  a  miscellany  of  other 
occupations  including  a  number  in  professional  categories.    No  part- 
time  employees  are  believed  to  be  in  supervisory  positions. 

grade  levels  ranged  from  GS-1  through  GS-15  with  more 
employees  (3  6  percent)   in  grade  GS-4  than  any  other  grade.  The 
average  grade  for  all  part-time  employees  was  GS-5. 

most  (about  69  percent)  had  tours  of  duty  of  25  to 
3  2  hours  a  week;  about  19  percent  had  scheduled  tours  in  excess  of 
3  2  hours  a  week,  and  the  remainder  were  scheduled  to  work  from  16 
to  24  hours  a  week. 

5 .  Pros  and  Cons:  A  Mixed  Bag 

The  opinions  of  SSA  headquarters  and  field  officials  about 
part-time  employment  varied  widely.     The  more  favorable  comments 
were  made  by  officials  in  the  New  York  and  Chicago  regions,  both  of 
which  offices  were  involved  in  a  experiment  in  the  use  of  work-year 
equivalent  rather  than  position  ceilings  for  "all  other"  employment. 
The  Investigative  Staff  cannot  help  but  note  that  the  favorable 
opinions  in  these  two  regions  may  have  been  influenced  by  the  fact 
that  both  were  given  additional  ceiling — over  300  positions,  in 
total — to  encourage  the  hiring  of  part-time  employees  and  to  support 
the  experiment.     Elsewhere,  officials  tended  to  express  a  more 
reserved  opinion  about  part-time  employment,  largely  viewing  it  as 
just  another  manpower  resource,  to  be  fallen  back  on  when  nothing 
better  was  available. 

More  specifically,  officials  indicated  that  the  main 
advantages  of  part-time  employment  were  in  the  following  areas: 
(a)  greater  flexibility  in  meeting  work  requirements,  (b)  more 
opportunity  to  rehire  and  retain  experienced  personnel,  and  (c) 
positive  employee  attitudes. 
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—  Greater  Flexibility 

The  main  organizational  area  identified  where  permanent 
part-time  workers  have  been  used  most  effectively  were  SSA's  tele- 
service  centers.     These  are  offices  which  have  no  walk-in  business 
but  handle  telephone  inquiries,  both  case  related  and  otherwise, 
within  their  assigned  geographic  areas.     Historically,  teleservice 
centers  have  been  faced  with  irregular  workloads  which  generally 
peak  at  the  beginning  of  the  month  after  checks  are  mailed.  In 
the  New  York  and  Chicago  regions  (both  of  which  were  working  with 
full-time  equivalent  ceiling  controls) ,  part-time  employment  enabled 
managers  to  stagger  work  tours  and  to  utilize  employees  in  excess 
of  their  tours  of  duty  to  meet  the  demands  of  fluctuating  workloads. 
As  best  the  Investigative  Staff  could  ascertain,  the  teleservice 
centers  were  the  only  major  organizational  area  in  SSA  where  it 
might  be  said  that  the  work,  itself,  is  especially  amenable  to 
part-time  treatment. 

—  Rehiring  Facilitated 

Part-time  employment  has  also  been  used  effectively  by 
SSA  as  a  means  of  providing  job  opportunities  for  former  (or  current) 
employees  who  for  family  or  other  reasons  no  longer  want  to  work 
full  time.     Many  of  these  former  employees  are  Claims  Representatives 
or  other  technical  personnel  in  whom  SSA  has  a  substantial  training 
investment.     Such  potential  employees  represent  a  valuable  resource 
that  might  otherwise  be  lost  to  the  labor  market  if  it  were  not  for 
the  part-time  employment  program.     The  Investigative  Staff  believes 
this  kind  of  part-time  employment  hiring  should  be  encouraged. 

It  might  also  be  added  here  that  the  part-time  employment 
program  has  also  made  it  easier  to  hire  persons,  off  Civil  Service 
registers,  who  really  want  to  work  less  than  full-time.  However, 
the  number  of  such  job  applicants  is  considered  so  relatively  few 
and  the  interest  of  managers  in  hiring  part-time  help  so  minimal 
(except  when  necessary  because  of  ceiling  limitations)   that  this 
is  not  necessarily  considered  a  plus  for  the^  program. 

—  Positive  Attitudes 

Discussions  with  agency  managers  indicated  that  the 
performance  and  productivity  of  part-time  help  varies  with  the  labor 
market  area  but  that,  generally,  it  is  good.     This  may  well  be 
because  so  many  of  the  employees  would  like  full-time  employment 
and  realize  that  their  future  prospects  depend  on  their  performance 
and  impressions  made  as  a  part-time  employee.     It  might  be  added 
that  part-time  workers  are  often  converted  to  full-time  as  ceilings 
open  up  and,  in  this  way,  the  program  is  also  of  some  advantage  to 
the  agency  in  providing  a  proving  ground  for  potential  full-time 
permanent  employees. 

While  the  above  were  cited  as  advantages  of  part-time 
employment,  the  following  were  identified  as  disadvantages:  (a) 
inability  to  count  on  part-timers  being  available  when  workloads 
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require  their  presence;    (b)  problems  of  scheduling  training  and 
other  office  activities  to  accommodate  the  hours  part-time  workers 
are  available;    (c)   lack  of  job  continuity  and  pinpointing  responsi- 
bility, and  (d)  heavy  turnover  and  attendent  costs. 

Part-Timers  Not 
Available  When  Needed 

While  experience  with  part-time  employment  in  the  New 
York  and  Chicago  region  teleservice  centers  was  favorable,  this  was 
not  the  case  at  a  similar  activity  located  elsewhere  and  visited  by 
the  Investigative  Staff.     At  this  office,  the  supervisor  complained 
rather  bitterly  about  not  having  control  over  the  tours  of  duty 
worked  by  part-time  employees.     As  a  result,  the  office  was  frequently 
left  shorthanded  on  Fridays  as  well  as  late  in  the  afternoons 
every  day.     The  problem  was  attributed  to  a  decision  made  several 
years  ago  to  encourage  full-time  permanent  employees  to  convert  to 
part-time  and  to  provide  added  incentive  by  allowing  the  employee 
to  name  his  own  tour-of-duty .     This  policy  has  now  reportedly  been 
changed,  and  tours  of  duty  for  newly  hired  part-time  workers  must 
be  approved  by  the  supervisor. 

In  any  event,  workloads  are  not  always  predictable,  and 
the  manager  who  places  too  much  reliance  in  part-time  help  may  find 
himself  short  of  staff  when  it  is  needed  the  most. 

—  Scheduling  Office  Training 

Part-time  tours  tend  to  complicate  the  scheduling  of 
SSA  office  training.     Ordinarily,  training  is  scheduled  in  the 
morning  and  rarely  in  the  middle  of  the  day  when  almost  all  part- 
time  workers  are  normally  on  duty.    Work  tours  are  usually  arranged 
to  provide  maximum  manpower  during  peak  work  periods.  Conducting 
training  during  these  periods  would  take  staff  away  from  their  jobs 
at  the  time  they  are  needed  the  most.     Training  conducted  during 
the  week's  slower  periods  often  finds  many  part-time  employees 
unavailable  because  their  off-duty  hours  coincide  with  the  periods 
when  workload  levels  are  down. 

Largely  because  of  the  training  problem,  a  general 
policy  is  observed  of  not  hiring  Claims  Representatives  and  similar 
technical  personnel  on  a  part-time  basis,  unless  the  employee  has 
prior  experience  and  is  already  trained. 

—  Continuity  Lacking 

Part-time  employment  makes  for  lack  of  job  continuity. 
As  a  result,  other  employees,  full  or  part-time,  have  to  continue 
or  complete  work  started  by  part-time  workers.     This  makes  it 
difficult  to  pinpoint  responsibility,  especially  if  the  work  is 
technical.     It  also  complicates  the  process  of  appraising  a  part- 
time  worker's  performance. 
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—    Costs  Higher 

Because  so  many  part-time  employees  are  looking  for 
full-time  jobs,  the  turnover  rate  is  high.     This  results  in  additional 
recruitment,  training,  and  other  administrative  costs.     The  problem 
is  especially  acute  in  metropolitan  areas  where  the  job  market  for 
clerical  help  is  highly  competitive  and  full-time  work  opportunities 
plentiful.     In  speaking  of  the  high  turnover  rate  for  part-time 
personnel,  several  managers  commented  that  overtime  was  cheaper 
because  of  the  high  training  costs  incurred  in  connection  with  the 
part-time  employment  program. 

6.  Conclusion 

From  the  SSA  record,  it  is  evident  that  part-time  employ- 
ment is  still  largely  being  used  only  because  of  ceiling  constraints. 
If  the  SSA  record  is  representative  of  that  of  other  agencies,  this 
raises  some  question  about  whether  the  program  is  accomplishing  the 
intent  of  P.L.  95-437  and,  more  basically,  about  whether  part-time 
employment  was  ill-conceived  as  a  program  that  should  be  mandated 
Governmentwide .     This  would  appear  to  be  an  issue  within  the 
jurisdiction  of  the  Office  of  Personnel  Management  to  resolve. 

In  the  meanwhile,  the  Investigative  Staff  would  not  recom- 
mend further  expansion  of  permanent  part-time  employment  for  SSA. 
Indiscriminate  hiring  of  part-time  help  to  do  full-time  work 
entails  significant  costs  in  terms  of  recruitment,  employee  morale, 
turnover,  and  training.     It  is  believed  that  part-time  employment 
could  be  both  more  productive  and  cost  beneficial  if  SSA  were  to 
redefine  the  goals  of  the  program  and  give  more  emphasis  to  quality 
part-time  positions  and  appointments  rather  than  just  to  numbers. 

C .     Career-Seasonal  Employment 

Seasonal  employment  is  a  development  of  relatively  recent  origin 
in  the  SSA  manpower  picture.     The  SSA  need  for  seasonal  employees 
is  directly  related  to  P.L.  94-202,  enacted  January  1976.     The  law 
provided  for  a  single  annual  wage  reporting  system  for  almost  all 
employers,  beginning  with  tax  year  1978.     Prior  to  this  change, 
employers  reported  earnings  quarterly  which  tended  to  even  out  SSA 
manpower  resource  demands  over  the  year.     The  changeover  to  annual 
reporting  resulted  in  a  massive  influx  of  records  at  the  beginning 
of  each  calendar  year  and  the  temporary  need  for  a  large  build-up 
in  resources  which  tapered  off  in  the  latter  part  of  the  year. 

Seasonal  employment  is  one  method  of  staffing  for  cyclical  work- 
loads of  the  nature  generated  by  annual  wage  reporting.     An  agency 
may  hire  seasonal  employees  on  either  a  permanent  or  temporary 
basis.     The  main  difference  is  that  those  with  permanent  appoint- 
ments are  entitled  to  career  oriented  benefits  like  retirement, 
health  and  life  insurance,  and  tenure  while  those  with  temporary 
appointments  have  no  coverage  under  these  programs.     In  the  remainder 
of  this  discussion,  only  those  employees  with  permanent  (career) 
appointments  will  be  referred  to  as  "seasonals,"  and  those  with 
noncareer  appointments  will  be  referred  to  as  "temporaries." 
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1.  Use  of  Seasonal  Employees 

SSA  uses  seasonal  employees  exclusively  in  the  Office  of 
Central  Records  Operations  (OCRO)   in  connection  with  annual  wage 
reporting.     Annual  wage  reporting  activity  in  OCRO  consists  of 
three  major  operations;    (a)  preparation  for  data  entry  which 
includes  receipt  and  control  of  wage  reports,  clerical  review,  and 
microfilming;    (b)  data  entry  accomplished  by  scanning  or  direct 
keying;  and  (c)  validation  of  entered  data  and  update  of  worker's 
earning  records.     This  work  is  performed  in  Baltimore,  Maryland, 
and  at  three  Data  Operation  Centers  (DOC's)  located  in  Wilkes- 
Barre,  Pennsylvania,  Albuquerque,  New  Mexico,  and  Salinas,  California. 
Employees  who  do  the  preparation  work  are  in  grades  GS-1  and  GS-2 
and  are  typically  temporaries;  data  entry  personnel  are  in  grade 
GS-3  and  are  typically  seasonal  employees.     Employees  who  perform 
the  validation  functions  are  in  grade  GS-4  and  are  typically 
permanent  full-time  staff.     Most  of  the  preparation  and  data  entry 
work  is  done  by  the  DOC's  which  are,  consequently,  where  most  of 
the  seasonal  and  temporary  help  are  employed.    The  validation  work 
is  accomplished  mainly  in  Baltimore. 

2 .  "Seasonals"  Increasing/ 
"Temporaries"  Decreasing 

In  FY  1980,  SSA  seasonal  employment  ranged  from  a  low  of  16 
employees  on  duty  at  the  end  of  December  1979,  to  a  high  of  1,362 
at  the  end  of  February  1980.     End  of  the  month  seasonal  employment 
averaged  859.     The  corresponding  average  seasonal  employment  figure 
for  FY  1979  was  663. 

Temporary  OCRO  employment  in  FY  1980  ranged  from  a  low  of 
127  employees  in  October  1979,  to  a  high  of  975  in  March  1980,  with 
an  average  on  duty  each  month  of  432.     The  corresponding  average 
temporary  employment  for  FY  1979  was  60  7. 

Thus,  the  data  indicate  that  the  ratio  of  seasonals  to 
temporaries  changed  from  about  one  for  one  in  FY  1979  to  almost  two 
for  one  a  year  later.     This  was  explained,  in  part,  by  a  program 
being  implemented  to  get  away  from  specialization  and  develop  "omni" 
positions  to  be  filled  exclusively  with  seasonal  employees. 

3 .  Seasonal  Employment 
Questionably  Cost  Effective 

The  increased  use  of  seasonal  employees  by  SSA  ( in  lieu  of 
temporaries)  raises  some  question  about  the  cost-effectiveness  of 
the  policy. 

The  costs  of  seasonal  employment  are  not  insignificant. 
Seasonals  are  treated  as  career  employees  and,  as  such,  enjoy 
certain  tenure  privileges  denied  other  employees  with  similarly 
time-limited  appointments.     They  usually  enter  on  duty  in  January/ 
February  and  usually  work  at  least  6  months,  the  minimum  required 
for  entitlement  to  fringe  benefits.     These  benefits  include  earning 
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creditable  retirement  service  for  the  months  spent  on  furlough  (up 
to  a  maximum  of  6  months  per  calendar  year),  as  well  as  continuation 
of  health  and  life  insurance  coverage  without  cost  to  the  employee 
while  he  is  in  nonpay  status  (up  to  a  maximum  of  1  year).  Seasonal 
employees  may  work  during  the  furlough  period,  either  in  private 
industry  or  another  Federal  agency,  but,   if  they  choose  not  to  work, 
they  are  also  eligible  for  unemployment  compensation. 

While  recognizing  fringe  benefits  as  a  cost  attending 
seasonal  employment,  SSA  officials  nonetheless  contend  that 
seasonals  are  more  cost-effective  than  temporaries,  mainly  because 
of  the  high  cost  of  training  a  new  employee.     For  a  key  puncher, 
it  takes  4  weeks  half-time  to  learn  the  equipment  and  another  40 
to  60  hours  to  learn  the  process.     The  next  year,  if  the  employee 
returns,  he  can  be  brought  up  to  speed  in  only  8  hours.  Similarly, 
it  was  indicated  that  it  initially  takes  2  weeks  to  train  a  clerk 
but  only  2  days  the  following  year.     SSA  officials  also  feel  that 
seasonal  employment  is  much  better  for  the  agency's  image  as  a 
employer  in  the  community. 

The  cost  argument  in  favor  of  seasonal  employment  leans 
heavily  on  the  assumption  that  such  employees  will  return  year 
after  year.     SSA's  first  year  experience  when  90  percent  of  the 
prior  year's  seasonals  returned  tended  to  support  the  assumption. 
However,  this  year  only  about  70  percent  are  expected  to  come  back, 
and  it  is  anticipated  that  the  number  failing  to  return  will  continue 
to  increase  as  the  best  employees  each  year  find  work  elsewhere  and 
cash  in  on  the  experience  and  skills  acquired  as  an  SSA  seasonal. 
Also,  since  the  labor  markets  in  which  SSA  recruits  for  seasonals 
are  limited,  sooner  or  later  the  bottom  of  the  barrel  is  likely  to 
be  reached  and  productivity  adversely  affected. 

No  percentage  data  were  provided  on  the  number  of  temporaries 
who  returned  after  the  first  year.     However,  it  was  indicated  that 
in  all  areas  except  Baltimore,   the  return  rate  the  first  year  was 
also  high. 

Without  discounting  the  high  costs  of  training  a  new  employee, 
the  Investigative  Staff  believes  that  SSA  would  be  hard  pressed  to 
support  its  contention  that  seasonal  employees  are  more  cost- 
effective  than  temporaries,  especially  in  view  of  anticipated  turn- 
over rates.     Fringe  benefits  and  unemployment  compensation  costs 
are  also  substantial,  and  the  Investigative  Staff  believes  good 
management  dictates  that  such  costs  should  be  fully  considered 
before  going  altogether  overboard  with  seasonal  employees  for  the 
annual  wage  reporting  program. 
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V.     BUDGETING  FOR  OVERTIME 

AND  PART-TIME  EMPLOYMENT 


SSA's  work  measurement  systems  serve  as  the  basis  for  budget- 
ing for  overtime  and  part-time  positions.     The  Investigative  Staff 
found  that  this  approach  is  not  equitable  and,  as  a  result,  the 
more  productive  regions  may  be  penalized  and  the  less  efficient 
regions  rewarded  in  the  allocation  of  resources.     Further,  the 
district  office  work  measurement  and  reporting  system  appears  to 
provide  an  incentive  for  managers  to  use  excessive  overtime. 

A.  Background 

Budgeting  for  overtime  and  part-time  employment  in  SSA  is  part 
of  the  process  for  developing  work-year  and  position  needs,  and  any 
meaningful  discussion  of  the  subject  must  be  in  the  context  of 
overall  manpower  planning. 

In  SSA,  manpower  planning  works  from  the  top  down.     In  other 
words,  position  requirements  are  determined  by  the  central  office 
rather  than  built  on  grass-root  estimates  of  needs  by  each  local 
office.     Within  the  central  office  each  of  the  major  organizations 
has  its  own  budget  staff  to  do  this  work,  and  the  work  is  coordi- 
nated and  consolidated  by  the  Office  of  Financial  Resources  under 
the  Associate  Commissioner  for  Management,  Budget,  and  Personnel. 

About  8  6  percent  of  SSA  employees  are  covered  by  major  work 
measurement  systems,  and  manpower  estimates  in  the  budget  are 
largely  workload  based.     The  remaining  14  percent  of  SSA  employees 
who  are  not  covered  by  a  major  work  measurement  system,  work  mainly 
in  staff  offices.     While  the  major  work  measurement  systems  vary  in 
detail,  the  process  for  developing  position  and  overtime  require- 
ments follows  the  same  general  outline  for  all  work-measured 
operations . 

In  brief,  the  process  was  described  as  follows: 

—  Base  year  data  on  workloads  accomplished  and  the  direct, 
indirect,  and  leave  work-years  associated  with  each  of  the  workloads 
are  first  analyzed.     The  base  year  is  the  last  year  for  which  actual 
data  are  available.     Any  changes  from  the  prior  year  experience  are 
noted,  accounted  for,  and  evaluated  in  terms  of  possible  impact  on 
current  and  budget  year  estimates. 

—  Based  on  this  experience  and  on  data  provided  by  the  Office 
of  the  Actuary  and  the  Office  of  Research  and  Statistics,  projected 
receipts  for  each  of  the  major  workloads  are  estimated.     The  infor- 
mation provided  by  the  Office  of  the  Actuary  and  the  Office  of 
Research  and  Statistics  consists  of  2-year  projections  of  receipts 
for  each  of  the  primary  workloads.     Based  on  historical  relation- 
ships, secondary  workload  projections  (such  as  reconsiderations 
and  hearings)  can  be  derived  from  the  primary  data. 
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End-of-the-year  pending  workload  levels  are  then  estab- 
lished.    The  pending  level  is  the  optimum  number  of  cases  in  process, 
at  the  end  of  the  year,  which  recognizes  both  internal  and  external 
time  requirements. 

With  this  data  (projected  workload  receipts  and  end-of-the- 
year  pending  levels),  workloads  to  be  processed  are  finally  estab- 
lished, and  these  serve  as  the  bases  for  work-year  requirements  in 
the  current  and  budget  years. 

The  analysis  proceeds  with  a  refinement  of  the  factors 
affecting  work-year  needs.     Beginning  with  base  year  data  on 
workloads  and  corresponding  work-years,  the  work-years  are  adjusted 
for  any  change  projected  for  the  amount  of  work  to  be  processed  (as 
discussed  above)   and  for  any  other  anticipated  developments  affecting 
manpower  needs.     These  include  changes  in  the  workload  mix  (difficult 
versus  easy  cases),  changes  in  level  of  service,  procedural  changes, 
and  changes  in  productivity. 

Also  factored  in  at  this  stage  are  indirect  (supervision 
and  training)   and  leave  work-years  which  generally  make  up  about 
one- third  of  total  work-year  requirements.    While  this  relationship 
is  fairly  stable,  it  may  be  affected  by  such  factors  as  increased 
training  needs  or  an  extra  holiday  and,  if  so,  the  work-year  require- 
ment is  adjusted  accordingly. 

The  resultant  totals  represent  current  and  budget  year 
work-year  estimates  for  corresponding  workloads. 

—    Work-year  requirements  are  then  distributed  among  permanent 
full-time,  all  other,  and  overtime  work-years  and  converted  into 
position  needs.     At  this  stage  in  the  process,  it  was  stated  that 
the  practice  is  just  the  opposite  of  what  the  procedure  should  be. 
Ideally,  overtime  work-years  would  first  be  backed  out  based  on 
past  experience  with  peak,  cyclical,  and  emergency  workloads  where 
overtime  can  be  used  effectively.     The  next  step  would  be  to  consider 
the  work  that  could  best  be  done  by  "all  other"  employees  and  to 
establish  the  requirment  for  seasonal,  temporary,  and  part-time 
employment.     Another  factor  in  establishing  the  "all  other"  require- 
ment could  be  a  management  decision  as  to  the  extent  SSA  wants  to 
support  the  objectives  of  the  part-time  and  similar  special  employ- 
ment programs.     After  these  two  steps,  the  work-years  remaining 
would  be  allocable  to  permanent  full-time  employment. 

In  practice,  the  procedure  for  distributing  work-years  is 
reversed.     The  overriding  constraint  on  permanent  full-time  positions 
is  ceiling  and,  if  operating  as  usual,  under  a  no  increase  posture, 
the  next  option  is  "all  other"  employment.     While  this  ceiling  is 
usually  more  flexible,  there  are  still  Office  of  Management  and 
Budget  and  departmental  imposed  limitations  requiring  compliance. 
Therefore,  after  exhausting  this  option,  the  only  remaining  alter- 
native is  overtime. 

With  the  distribution  of  work-years  determined,  position 
needs  are  then  established.     These  needs  are  established  sufficiently 
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in  excess  of  work-years  as  to  allow  for  turnover  and  vacant  positions 
during  the  year. 

The  final  step  in  the  process  involves  pricing  out  work- 
years.     This  is  done  by  establishing  an  average  salary  per  work- 
year  for  each  of  the  major  organizations  and  factoring  in  any 
changes  anticipated  in  the  operating  or  budget  years. 

B .     Allocation  Process  Perpetuates 
Inefficiencies 

With  overall  national  manpower  needs  established,  the  major  SSA 
organizations  then  undertake  to  allocate  resources  to  subordinate 
components.     In  the  case  of  the  field  organization  (regional  and 
district  offices),  the  Investigative  Staff  found  that  the  process 
is  inequitable  and  likely  to  result  in  the  more  efficient  regions 
being  disadvantaged  and  in  the  less  efficient  regions  getting  more 
than  their  share  of  available  resources.     This  is  basically  because 
the  relative  needs  of  each  region  are  determined  on  the  basis  of 
the  region's  actual  productivity  in  the  prior  year  rather  than  on 
a  national  norm  of  how  long  it  should  take  to  process  workloads. 

The  allocation  process  begins  with  a  regional  workload  projec- 
tion.    The  projections  for  each  workload  are  based  mainly  on  prior 
year  experience.     Average  unit  workload  processing  times,  also 
derived  from  prior  year  experience,  are  then  applied  to  each  of  the 
workloads  to  obtain  a  work-year  requirement  per  workload.  The 
total  of  work-years  so  derived  plus  indirect  and  leave  work-year 
estimates  represent  the  region's  work-year  requirement.     With  a 
total  requirement  established  for  each  of  the  regions,  relative 
needs  can  then  be  determined  on  a  percentage  basis  and  actual 
resources  made  available  to  the  field  organization  distributed 
accordingly. 

The  shortcoming  of  this  process  is  that  average  unit  times 
required  to  process  the  same  workload  vary,  sometimes  substantially, 
from  region  to  region.     As  a  result,  a  region  which  required  3  hours 
to  accomplish  a  unit  workload  in  FY  1980  will  get  relatively  more 
staff  in  FY  1981  than  a  region  which  was  able  to  accomplish  the 
same  work  in  only  2  hours.     The  additional  staff  may  be  warranted 
if  there  are  justifiable  reasons  why  one  region  should  take  half 
again  as  long  as  another  to  do  the  same  amount  of  work.  However, 
if  the  variation  is  attributable  to  inefficiency,  the  less  efficient 
region  should  not  be  rewarded  for  its  low  productivity.  Further, 
if  the  variation  is  attributable  totally  or  in  part  to  inefficiency, 
the  system  will  perpetuate  the  problem  by  establishing  a  new  base 
for  estimating  resource  requirements  with  the  inefficiency  built 
into  it. 

The  explanation  provided  by  regional  (and  central  office) 
officials  is  that  no  two  regions  are  alike  and  that  variations  in 
productivity  are  attributable  to  these  differences  in  area  char- 
acteristics.    Accordingly,   it  would  be  impracticable  to  apply  the 
same  productivity  standards  on  a  national  basis.     In  the  three 
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regions  visited  by  the  Investigative  Staff  (Philadelphia,  New  York, 
and  Chicago)   it  is  of  interest  to  note  that  the  same  reason  was 
given  for  each  of  the  regions  being  unique;   i.e.,  the  bulk  of  the 
workload  is  concentrated  in  a  number  of  metropolitan  areas,  and  as 
a  result;    (1)  the  workload  is  such  that  difficult  cases  (often 
supplemental  security  income  work)   represent  a  disproportionate 
share  of  the  workload;  and  (2)   the  labor  market  is  tight,  resulting 
in  heavy  staff  turnover  and  constant  staff  training. 

Since  the  area  characteristics  in  each  of  the  three  regions 
visited  appear  to  be  more  alike  than  different,  the  Investigative 
Staff  does  not  find  this  explanation  convincing.     Inefficiency  in 
some  of  the  regions  could  be  much  more  of  a  factor  than  would  ever 
be  apparent  under  the  present  system.     This  is  because  the  absence 
of  national  norms  against  which  to  measure  productivity  of  each  of 
the  regions  makes  it  much  easier  to  cover  up  poor  performance  or  to 
rationalize  it  on  the  basis  of  area  characteristics.     This  is 
possibly  one  of  the  reasons  SSA  officials  interviewed  were  generally 
supportive  of  the  present  system. 

The  Army  Management  Engineering  Training  Agency  (AMETA)  recently 
completed-  a  study,  under  contract,  of  unit-time  standards  for  the 
full  range  of  SSA  operations.     The  study  took  over  3  years  and  cost 
about  $1  million.     Without  in  any  way  evaluating  the  validity  of 
the  findings,  the  Investigative  Staff  suggests  that  the  approach  of 
developing  bench-mark  standards  to  be  applied  across  the  board  is 
worth  pursuing,  and  that  the  AMETA  study  may  provide  the  blueprint 
required  for  restructuring  the  work  measurement  systems  along  such 
lines. 

This  is  not  to  suggest  that  these  standards  should  be 
applied  without  judgment  and  due  consideration  for  regional  vari- 
ations.    However,  it  would  appear  eminently  preferable  to  the 
present  system  to  begin  with  a  measure  of  how  long  it  should  take 
to  accomplish  workloads  rather  to  continue  using  flexible  standards 
which  are  updated  periodically  to  reflect  performance  and  which 
vary  from  region  to  region. 

C .     System  Encourages  Use  of  Overtime 

In  the  three  regions  visited  by  the  Investigative  Staff,  the 
systems  for  allocation  of  staff  below  the  regional  level  closely 
paralleled  the  technique  used  by  the  SSA  level  budget  office.  On 
the  basis  of  work  units  received  over  a  period  in  the  immediate 
past  and  the  times  required  to  process  those  workloads  ( in 
Philadelphia,  regional  unit  times  were  used  but  in  the  other  two 
regions  a  combination  of  regional  and  area  unit  times  were  applied) 
the  relative  needs  of  each  of  the  areas  are  assessed,  adjustments 
made  as  considered  necessary,  and  positions  distributed  accordingly, 
with  recommendations  for  further  distribution  among  the  district 
and  branch  offices.     In  Philadelphia  where  limitations  are  imposed 
on  the  extent  to  which  an  area  director  may  deviate  from  recommen- 
dations, the  regional  office  appeared  to  maintain  tighter  control 
over  district  office  position  ceilings  than  in  the  other  two  regions. 
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The  Investigative  Staff  found  it  to  be  a  perception  of  some  SSA 
officials  that  the  process  for  distributing  resources  and  adjusting 
staffing  levels  within  areas  provides  an  incentive  for  district 
offices  to  use  overtime.     This  is  because  of  the  system  used  to 
measure  district  office  productivity  which  is  based  on  workloads 
cleared  rather  than  workloads  received. 

A  district  office's  relative  productivity  is  determined  by  its 
WUPMY  rating.     The  term  WUPMY  is  an  acronym  for  Work  Units  Produced 
per  Man  Year.     If  a  district  office's  WUPMY  is  high  relative  to 
other  offices  it  indicates  that  the  amount  of  work  produced  by  the 
office  per  work-year  was  above  the  average  for  the  offices  with 
which  it  is  being  compared.     An  above  average  WUPMY  may  be  inter- 
preted in  a  number  of  ways  but  is  often  taken  at  the  area/district 
office  levels  as  a  gross  indicator  of  understaf f ing. 

The  possibility  of  influencing  favorable  staffing  adjustments 
and  obtaining  additional  personnel  provides  an  incentive  for  using 
overtime  at  the  district  office  level.     Because  of  fewer  distractions 
and  for  other  reasons,  the  amount  of  work  that  can  be  cleared  on 
overtime  is  disproportionate  to  the  number  of  work-hours  applied. 
Accordingly,  the  more  hours  of  overtime  that  are  used,  usually, 
the  higher  the  WUPMY  and  the  justification  for  additional  staff. 
Conversely,  the  more  conscientious  manager  who  used  overtime  more 
sparingly  might  find  his  office  disadvantaged  in  the  staff  allocation 
process  because  of  fewer  workload  clearances  to  report. 

Parenthetically,  it  might  be  observed  here,  that  high  overtime 
use  in  the  district  offices,  as  well  as  elsewhere  in  SSA,  may,  in 
part,  be  because  managers  have  no  incentive  not  to  use  it.  The 
emphasis  at  the  operating  level  is  all  on  production  and  getting 
the  work  out  rather  than  on  what  resources  are  used  to  do  the  job 
or  how  much  it  costs.     Under  such  circumstances  and  knowing  that 
his  performance  evaluation  and  merit  pay  increase  will  depend  on 
the  productivity  of  his  organizational  unit,  a  manager  is  likely  to 
have  a  propensity  for  using  all  the  overtime  he  can  get. 
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VI.     FULL-TIME  EQUIVALENT  CEILINGS 


Over  the  next  several  years,   important  changes  will  be  made 
in  the  personnel  ceiling  system  which  controls  employment  levels 
in  Federal  agencies.     These  changes  could  have  significant 
implications  for  both  part-time  employment  and  overtime 
patterns  in  SSA. 

A.  Background 

In  September  1977,  a  Presidential  directive  was  issued  which 
called  for  the  Office  of  Management  and  Budget  and  the  then  Civil 
Service  Commission  to  study  the  possibility  of  developing  a  new 
ceiling  system  which  would  overcome  some  of  the  criticism  directed 
at  the  present  end-of-the-year  ceiling  controls.     The  Full-Time 
Equivalent  (FTE)   system  resulted  from  this  study. 

Under  the  FTE  concept,  each  agency  will  be  assigned  two 
employment  ceilings  expressed  in  terms  of  work-years  (rather  than 
positions)   required  to  accomplish  agency  missions.     One  ceiling 
will  be  based  on  the  total  number  of  hours  that  can  be  worked  by 
full-time  permanent  employees;  the  other  will  be  based  on  the 
total  number  of  hours  that  can  be  worked  by  all  employees  subject 
to  ceiling.     Each  hour  worked  in  the  agency  during  the  year 
(overtime  and  specified  ceiling  exempt  work  excluded)  will  be 
deducted  from  one  of  these  "bank  accounts." 

Use  of  the  FTE  system  on  a  test  basis  began  in  FY  1979  with 
five  agencies:     Environmental  Protection  Agency,  General  Services 
Administration",  Veterans  Administration,  Federal  Trade  Commission, 
and  the  Export-Import  Bank.     The  reaction  of  these  agencies  to 
the  experiment  was  generally  favorable,  especially  with  respect 
to  opening  up  increased  part-time  employment  opportunities.  In 
FY  1981,  testing  of  the  system  has  been  expanded  to  include  five 
Cabinet  departments,  one  of  which  is  the  Department  of  Health  and 
Human  Services.     Thus,  SSA  is  operating  under  FTE  this  current 
fiscal  year. 

Full  implementation  of  FTE  is  not  planned  until  the  start  of 
FY  198  2.     However,  all  agencies  are  under  a  requirement  in  the 
current  fiscal  year  to  count  permanent  part-time  employees  on  a 
fractional  basis  against  end-of-year  personnel  ceilings.  Under 
this  arrangement,  for  example,  a  permanent  employee  with  a  work 
schedule  of  20  hours  a  week  will  count  as  only  one-half  an  employee 
against  the  agency's  September  30,   1981,  employment  ceiling. 

B.  SSA  Experiment  with  FTE 

In  anticipation  of  FTE  ceiling  controls,  SSA,   in  1978, 
requested  of  the  Office  of  Management  and  Budget  permission  to 
implement  a  limited  experiment  with  hour  equivalency  ceilings  for 
"all  other"  employment  in  the  New  York  and  Chicago  regions.  The 
main  objectives  of  the  experiment  were  to  check  the  administrative 
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feasibility  of  controlling  work-year  ceilings  and  to  assess  the 
impact  of  the  new  system  on  the  part-time  employment  program. 

The  experiment  was  begun  in  November  1978  and  was  formally 
ended  in  March  1980.     A  report  was  planned  for  November  1980  but 
was  not  yet  ready  in  January  1981  in  time  to  be  considered  in 
this  report.     Accordingly,  the  following  comments  on  the  results 
of  the  experiment  are  based  more  on  the  Investigative  Staff's 
observations  and  discussions  with  regional  and  district  officials 
rather  than  on  the  findings  of  the  study. 

Both  the  New  York  and  Chicago  regions  agree  that  the  FTE 
method  is  a  better. way  to  allocate  part-time  manpower  than  posi- 
tion ceilings.     While  neither  region  experienced  insurmountable 
difficulty  in  monitoring  total  hours  worked  and  available  balances, 
both  seemed  to  feel  that  the  reporting  system  and  methods  for 
controlling  relevant  data  could  and  should  be  improved.     As  for 
the  impact  on  part-time  employment,  reactions  were  more  mixed. 
New  York  was  the  more  enthusiastic  of  the  two  regions  about  the 
stimulus  to  part-time  employment  provided  by  FTE,  citing  especially 
the  increased  flexibility  allowed  in  scheduling  work  tours  to 
meet  peak  workloads  in  the  region's  four  teleservice  centers. 
Chicago  tended  to  view  part-time  employment  developments  less 
favorably,  with  the  criticism  focusing  mainly  on  the  difficulty 
of  hiring  and  retaining  part-time  employees  because  of  labor 
market  competition  and,  also,  because  of  the  relatively  small 
number  of  potential  employees  who  really  wanted  to  work  part-time 
tours . 

On  the  basis  of  data  made  available  to  the  Investigative 
Staff,  the  extent  to  which  hour  equivalency  ceilings  contributed 
to  the  hiring  of  employees  who  were  really  interested  in  working 
part-time  schedules  cannot  be  assessed.     New  York,  for  example, 
provided  data  showing  that  at  the  end  of  October,  1980,  about  85 
percent  of  its  part-time  permanent  work  force  were  in  scheduled 
tours  of  duty  of  32  hours  a  week  or  less.     However,  other  data 
show  that  during  a  pay  period  at  about  the  same  time,  about  53 
percent  of  the  region's  part-time  employees  worked  a  total  of  3,774 
hours  in  excess  of  their  scheduled  tours  of  duty  or  approximately 
10  hours  per  employee.     In  Chicago,  22  percent  of  the  region's 
part-time  employees  worked  an  average,  also,  of  about  10  hours 
in  excess  of  scheduled  tours  of  duty  during  the  same  pay  period. 

Both  New  York  and  Chicago  generally  viewed  part-time  employ- 
ment more  favorably  than  the  other  region  or  either  of  the  program 
service  centers  visited  by  the  Investigative  Staff.     However,  it 
should  again  be  pointed  out  that  both  of  these  regions  were  given 
substantial  ceiling  increases  as  a  result  of  participation  in  the 
FTE  experiement  and,  consequently,  have  more  reason  to  be  supportive 
of  the  part-time  employment  program. 
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C .     Current  Status  of  Ceiling  Controls 

Implementation  of  the  FTE  system  has  been  impeded  by  the 
Presidential  hiring  restrictions  on  full-time  permanent  employees, 
the  change  of  Administrations,  and  late  Congressional  action  on 
an  appropriations  bill  for  FY  1981.     This  is  what  has  been 
accomplished. 

By  memorandum  dated  October  27,   1980,   the  Department  of  Health 
and  Human  Services  established  SSA  full-time  equivalent  ceilings 
as  follows: 


1st  2nd-4th 

Quarter  Quarter  Full  Year 

1981  1981  1981 

Full-time  permanent-            18,655  56,698  75,353 

All  other  employees                N/A  N/A  7,479 


The  full-time  permanent  figure  was  based  on  estimated  average 
employment  during  the  first  quarter  taking  into  account  new  hires 
and  attrition,  plus  an  additional  50  work-years  for  career  sea- 
sonal employees.     The  estimate  for  the  remainder  of  the  year  is  a 
projection  of  the  first  quarter  full-time  permanent  estimate, 
plus  an  additional  981  work-years  for  seasonal  employees.  The 
"all  other"  work-year  estimate  is  based  on  the  1981  budget  column 
of  the  1982  budget  request  to  the  Office  of  Management  and  Budget 
(September  12,   1980,  version). 

SSA  distributed  ceilings  for  the  first  quarter  of  FY  1981  by 
memorandum  dated  November  6,   1980.     However,  because  of  the  one- 
for-two  hiring  restriction  then  in  effect,   it  was  not  considered 
necessary  to  establish  FTE  ceilings  on  full-time  permanent  employ- 
ment for  component  SSA  organizations.     Accordingly,  position 
ceilings  totalling  some  75,000   (about  1,000  fewer  positions  than 
the  1980  ceilings  issued  to  components)  were  allocated,  and 
components  controlled  to  these  ceilings  rather  than  work-year 
equivalents  through  the  first  quarter  of  FY  1981. 

For  all  other  employment,  however,  SSA  distributed  hourly 
equivalent  ceilings  for  the  first  quarter.     In  addition  to  imposing 
a  ceiling  on  the  total  number  of  hours  component  organizations 
could  work  during  the  quarter,  SSA  set  limits  for  the  total  hours 
that  could  be  worked  during  the  last  pay  period  in  the  quarter. 
The  latter  control  was  considered  necessary  to  forestall  over- 
staffing  at  the  end  of  the  quarter  with  the  objective  of  inflating 
the  employment  base  for  the  organizational  unit. 

By  memorandum  dated  January  5,  1981,  ceilings  in  effect  for 
December  31,  1980,  were  extended  through  January  31,  1981,  with 
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only  minor  change  to  provide  for  additional  "all  other"  hours 
mainly  to  get  processing  of  annual  wage  reports  underway. 

In  the  meanwhile,  it  was  indicated  that  projects  are  in 
progress,  both  in  the  field  and  the  central  office,  to  develop 
accurate  and  timely  reporting  mechanisms  which  can  be  applied  in 
both  the  regions  and  the  program  service  centers  and  which  will 
facilitate  the  monitoring  of  FTE  controls.     At  the  central  office 
level,  it  was  stated  that  modifications  to  the  management  infor- 
mation system  that  will  facilitate  monitoring  at  the  agency 
level  should  be  in  place  by  April  1981. 

D.     Implications  of  FTE  for  Part-Time 
Employment  and  Overtime 

Since  experience  with  the  FTE  system  is  so  limited,  discussion 
of  the  impact  on  part-time  employment  and  overtime  in  SSA  is 
necessarily  speculative.     Some  possible  developments,  however, 
are  deserving  of  consideration. 

First,  based  on  experience  of  the  five  agencies  participating 
in  the  FTE  ceiling  test  and  on  SSA  experience  in  the  New  York  and 
Chicago  regions,  it  is  reasonable  to  expect  a  substantial  increase 
in  SSA  "all  other"  employment  levels  as  managers  try  to  optimize 
use  of  allotted  work-years.     This  could  have  both  good  and  bad 
results.     On  the  positive  side,   it  will  become  increasingly  diffi- 
cult to  utilize  part-time  employees  in  excess  of  tours  of  duty 
(unless  FTE  ceilings  are  increased  commensurate  with  new  employment 
levels) ,  and  "real"  part-time  jobs  could  become  the  rule  rather 
than  the  exception.     On  the  negative  side,  such  a  situation  could 
make  for  poor  morale  and  excessive  turnover  since  it  is  still 
debatable  as  to  how  many  employees  really  want  part-time  work  and 
can  be  content  for  long  with  less  than  a  full-time  job. 

As  for  overtime,  the  Investigative  Staff  believes  that  with 
the  transition  to  the  FTE  system,  overtime  requirements  are  likely 
to  be  increased.     This  is  because  it  will  no  longer  be  prudent  to 
use  "administrative  ceilings"  to  buy  additional  full-time  permanent 
positions  in  the  earlier  part  of  the  fiscal  year.     One  of  the  alter- 
natives to  making  up  the  work-years  now  represented  by  these 
additional  positions  will  be  to  draw  on  the  overtime  account. 
Further,  since  overtime  hours  will  not  be  charged  against  the  FTE 
ceiling  "bank  account,"  an  added  incentive  will  be  provided  for 
going  to  overtime  rather  than  hiring  additional  employees  who 
might  have  to  be  RIF'ed  at  the  end  of  the  year. 

Whatever  the  potential  problems  with  the  FTE  system,  the 
Investigative  Staff  believes  they  can  be  mitigated  to  a  degree  by 
a  timely  and  accurate  reporting  procedure,  adequate  training  to 
acquaint  managers  with  the  new  system,  and  careful  monitoring  of 
work-year  levels.     SSA  appears  to  be  making  progress  on  all  of 
these  fronts. 

***** 
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RESPONSE  TO  HOUSE  INVESTIGATIVE  STAFF  REPORT  ON 
SSA  OVERTIME  AND  PART-TIME  EMPLOYMENT 


The  Investigative  Staff  has  prepared  a  very  thorough  report,  and  has 
been  fair  in  presenting  the  information  it  obtained  during  its 
survey.     The  report  is  on  the  mark  in  many  instances  —  particularly 
with  respect  to  the  need  for  more  management  attention  to  overtime 
practices,  the  need  to  update  and  clarify  SSA's  formal  internal 
guidance  on  overtime  policy  and  procedures,  and  the  need  to  clearly 
designate  the  organization  responsible  for  SSA-wide  monitoring  and 
compliance  with  overtime  policies  and  procedures.     On  the  other  hand, 
there  are  a  number  of  instances  where  we  believe  that  the  conclusions 
reached  by  the  Investigative  Staff  are  faulty  as  covered  in  the 
following  comments. 

Our  specific  responses  to  the  recommendations  are  as  follows: 


1.     Rewrite  internal  instructions  on  overtime  policies  and 

procedures  and  assign  organization  responsibility  for  active 
administration  of  compliance  with  whatever  requirements  are 
established . 

SSA's  internal  guidelines  and  directives  on  overime  adminis- 
tration were  redrafted  and  circulated  for  comment  nationwide 
within  HHS  and  SSA  and  to  the  Union  on  March  20,  1981. 
Comments  are  due  by  May  22,   1981.     The  final  content  of 
discretionary  material,   such  as  relating  overtime  eligibility 
to  leave  usage  will  take  into  account  the  need  for  management 
flexibility  in  using  personnel  resources  to  accomplish  the 
Agency's  work,  and  the  employee  viewpoint  as  expressed  by 
the  Union  in  contract  negotiations  which  are  currently 
underway . 

The  new  guidelines  will  provide  a  clear  delineation  of 
responsibilities  for  monitoring  the  efficient  use  of  over- 
time hours  and  overseeing  compliance  with  personnel  policies 
and  procedures  as  they  relate  to  overtime. 


2.     Cut  back  on  personnel  costs  in  the  Office  of  Systems  by 

experimenting  with  alternatives  to  accomplishing  all  weekend 
work  at  overtime  rates. 

The  Office  of  Systems  will  experiment  with  alternatives  to 
overtime  on  the  weekends  when  it  is  fully  staffed  and  after 
•  the  move  to  the  computer  center.     Although  we  cannot  afford 
additional  personnel  disruption  in  OS  at  this  time  with  its 
current  personnel  resource  shortage,   the  Investigative 
Staff's  recommendation  merits  future  consideration. 


REWRITE  INTERNAL  INSTRUCTIONS 


EXPERIMENT  WITH  ALTERNATIVES  TO 
OVERTIME'  IN  OFFICE  OF  SYSTEMS 
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ADDRESS  HIGH  REVERSAL  RATES  IN 
OFFICE  OF  HEARINGS  AND  APPEALS 

Find  out  why  Office  of  Hearings  and  Appeals  reversal  rates 
are  so  high  and  develop  an  action  plan  to  correct  whatever 
problems  are  disclosed. 

The  high  reversal  rate  has  been  an  SSA  concern  for  some  time, 
as  well  as  a  concern  of  the  Congress,  as  evidenced  by  the 
Bellmon  Amendment,   section  304  (g)  of  the  1980  Disability 
Amendments.     The  Bellmon  Amendment  requires  the  Secretary  to 
review  the  hearings  decisions  of  Administrative  Law  Judges 
(ALJ's)  on  his  motion  and  to  report  on  this  review  to 
Congress  by  January  1,  1982.     The  review  of  ALJ  hearings 
decisions  mandated  by  the  1980  Disability  Amendments  is  on 
schedule  and  may  provide  the  data  needed  to  determine  the 
causes  and  cures  to  the  problem. 

LIMIT  EXPANSION  OF  PART-TIME  EMPLOYMENT  PROGRAM 

Limit  further  expansion  of  the  part-time  employment  program 
except  for  purposes  clearly  within  the  intent  of  the  Part- 
Time  Career  Employment  Act  of  1978. 

SSA  disagrees  with  the  recommendation  to  limit  further 
expansion  of  part-time  employment.     The  Agency's  budget 
request  for  1982,  which  is  before  the  Committee,  provides 
for  9,847  "all  other"  workyears — an  increase  of  about  1,450 
over  the  1980  level.     This  is  consistent  with  the  amount  of 
work  SSA  will  have  to  process,  the  Agency's  policy  of 
increasing  career  part-time  permanent  employment  opportun- 
ities, and  the  intent  of  P.L.  95-437,  which  is  to  increase 
real  part-time  career  employment  opportunities  throughout 
the  Federal  Government.     As  the  report  acknowledges,  SSA  has 
been  increasing  its  use  of  part-time  employment,  and  actually 
uses  more  part-time  employees  than  most  other  Federal 
agencies.     An  example  of  SSA's  advocacy  of  career  part-time 
employment  opportunity  is  its  participation  during  FY's  1979 
and  1980  in  an  OMB-sponsored  experiment  with  fractional 
counting  of  part-time  employment.     SSA  was  not  included  in 
initial  0MB  plans  for  this  experiment,  under  which 
employment  controls  would  be  based  on  the  total  number  of 
hours  worked  rather  than  on  the  number  of  employees.     At  its 
own  initiative,  SSA  pursued  active  involvement  and  eventually 
received  0MB  approval  to  experiment  with  fractional  counting 
in  two  regions  (New  York  and  Chicago).     Results  of  the 
experiment  have  been  favorable,  with  the  number  of  "true" 
part-time  employees  increasing  under  the  fractional  counting 
method  in  the  two  experimental  regions. 

The  investigative  staff's  criticism  of  SSA's  management  of 
part-time  employment  resources  is  based  upon  its  review  of 
experience  during  a  period  when  controls  on  the  Agency's 
employment  (except  for  the  fractional  counting  experiment) 
were  in  the  form  of  ceilings  on  the  total  number  of  employees. 
In  addition,  during  the  past  year,  Federal  Government-wide 
restrictions  on  hiring  also  have  been  in  effect.     In  contrast, 
beginning  with  FY  1981,  employment  controls  on  SSA  have  been 
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changed  from  ceilings  on  the  number  of  employees  to 
controls  on  workyears  (the  full-time  equivalent  system). 
The  conclusions  reached  by  the  investigative  staff  are  not 
necessarily  valid  under  the  new  system  of  controls.  For 
example,  in  prior  years  when  a  manager's  ceiling  was  the 
number  of  employees,  it  was  common,  and  understandable, 
for  a  manager  to  try  to  obtain  as  much  work  as  possible 
from  every  part-time  slot  used.     The  result  was  an  emphasis 
on  applicants  willing  and  able  to  work  relatively  heavy 
part-time  schedules.     We  believe  that  similar  to  experience 
under  the  fractional  counting  experiment,  the  new  system  of 
controls  on  total  hours  work  (workyears)  should  remove  this 
bar  to  the  full  spirit  of  the  Part-Time  Career  Employment 
Act . 

We  also  have  to  take  exception  to  the  assertion  that  there 
are  few  "real"  part-time  jobs  in  SSA  other  than  in  the 
teleservice  centers.     In  fact,.,  the  opposite  is  true.  Many 
of  SSA's  permanent  workload-processing  jobs  can  be 
accomplished  by  two  or  more  part-time  employees  in  lieu  of 
one  full-time  permanent  employee.     For  example,  many  public 
contact  and  claims  development  and  processing  jobs  in  district 
and  branch  offices,  claims  review  jobs,  and  clerical  work 
throughout  the  Agency  can  be  done  by  permanent  part-time 
employees . 

It  is  true  that  many  current  part-time  employees  express 
interest  in  working  full  time.     However,  this  should  not 
be  surprising.     Often,  job  applicants  who  would  prefer 
full-time  employment,  but  who  are  faced  with  the  avail- 
ability only  of  part-time  permanent  positions,  still  want 
the  jobs.     SSA's  policy  has  not  been  to  deny  such 
applicants  the  part-time  jobs  because  of  their  preference 
for  full-time  work.     In  addition,  in  the  current  economic 
climate,  it  is  not  unusual  for  a  person's  resource  needs 
to  increase,  causing  a  desire  to  increase  working  hours. 
When  possible  within  its  employment  controls,  SSA  tries  to 
honor  such  employee  desires  through  conversion  to  full- 
time  permanent  status.     During  the  past  year  such 
conversions  have  been  very  limited  due  to  the  Government- 
wide  hiring  restrictions.     However,  the  hiring  restrictions 
have  been  lifted,  and  SSA  will  be  able  both  to  hire  new 
employees  and  to  convert  many  part-time  employees  who  have 
expressed  interest  to  full-time  status. 

We  also  would  like  to  express  concern  about  the  Investiga- 
tive Staff's  reference  to  non-comliance  with  an  0PM  regula- 
tion which  limits  working  part-time  employees  beyond  their 
scheduled  tours  to  "no  more  than  two  successive  pay 
periods."    0PM  has  confirmed  that  there  is  no  such  policy. 
At  present  the  only  guidance  that  0PM  has  published  is  that 
the  law  "does  not  restrict  agencies  from  temporarily 
increasing  an  employee's  hours  of  duty  above  32  hours  per 
week  for  limited  periods  to  meet  heavy  workloads,  permit 
employee  training,  etc."     Therefore,   it  is  permissible  to 
order  employees  with  tours  of  less  than  32  hours  to  work 
additional  hours  up  to  32  hours  for  an  indefinite  period. 
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LIMIT  HIRING  OF  .CAREER  SEASONAL  EMPLOYEES 

Limit  future  hiring  of  career  seasonal  employees  for 
annual  wage  reporting  to  levels  which  are  demonstrably 
cost  beneficial. 

We  do  not  agree  that  a  detailed  cost  benefit  analysis  is 
needed  to  support  the  cost  effectiveness  of  SSA's  present 
use  of  career  seasonal  employees  for  annual  wage  reporting. 
SSA,  in  fact,  has  been  very  sensitive  to  the  need  for 
accomplishing  this  cyclical  workload  in  a  cost  effective 
manner.     Prior  to  the  change  in  law  which  mandated  annual 
reporting  of  wages  in  lieu  of  quarterly  reporting,  SSA  had 
a  large  staff  of  approximately  2,000  full-time  permanent 
employees  doing  this  work.     We  have  reduced  the  full-time 
permanent  staff  drastically,  and  substituted  temporary 
and  career  seasonal  employees  because  this  approach  is  far 
more  cost  effective  than  the  use  of  full-time  permanent 
staff  for  cyclical  work.     SSA  has  patterned  its  program  of 
hiring  seasonal  employees  largely  after  IRS1  many  years  of 
experience.     Regarding  the  distinction  between  career 
seasonal  employees  and  temporary  employees,  we  acted  very 
cautiously  in  deliberately  holding  down  the  proportion  of 
seasonals  to  temporaries  during  the  first  year.     We  wanted 
to  learn  more  about  the  job  market  and  quality  of  avail- 
able seasonal  employees  before  expanding  our  commitments 
for  career  seasonal  appointments.     At  the  same  time,  we  are 
very  sensitive  to  the  high  cost  of  training  new  recruits 
every  year,  and  the  need  to  keep  that  cost  down  through  the 
establishment  of  an  experienced  career  seasonal  staff. 
With  respect  to  this,  the  Investigative  Staff  reports 
incorrectly  that  the  return  rate  of  career  seasonal 
employees  is  down  from  the  first  year's  experience.  In 
fact,  the  return  rate,  which  was  quite  high  the  first  year 
(86.770)  actually  has  increased  to  89.3  percent.     Also,  in 
order  to  make  the  process  as  cost  effective  as  possible, 
SSA  has  instituted  the  concept  of  "OMNI"  positions  for 
annual  reporting  referred  to  in  the  report.     Under  this 
concept,  seasonals  learn  all  phases  of  the  annual  reporting 
job  rather  than  specializing  in  just  one  phase  of  the 
process.     In  this  way,  an  employee  hired  at  the  front  end 
will  move  with  the  work  through  various  steps  in  the 
process,  and  a  lower  number  of  employees  will  have  to  be 
hired  and  trained  in  total  every  year  under  this  approach. 

In  addition, 'we  have  found  that  some  of  the  Investigative 
Staff's  assumptions  about  differences  in  the  cost  of  fringe 
benefits  for  career  seasonal  as  opposed  to  temporary 
employees  may  be  incorrect.     For  example,  the  Office  of 
Personnel  Management  has  advised  that  no  additional 
Government  payments  are  made  for  life  insurance  or  health 
insurance  during  the  period  of  leave  without  pay  between 
seasons.     In  addition,  recent  discussions  with  one  State 
office  of  unemployment  compensation  indicate  that  temporary 
employees  as  well  as  seasonal  employees  would  be  eligible 
for  unemployment  benefits.     Thus,  unemployment  compensation 
may  not  be  a  valid  factor^  in  comparing  staffing  methods. 
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USE  PREESTABLISHED  STANDARDS  TO' 
MEASURE  REGIONAL  PRODUCTIVITY 

6.     Use  preestablished  unit  workload  processing  time  standards 
to  measure  regional  productivity  and  allocate  resources 
and,  depart  from  those  standards,  only  under  clearly 
justifiable  circumstances. 

We  fully  agree  that  regional  performance  should  not  be 
accepted  as  it  is,  and  that  goals  should  be  established  in 
order  to  improve  operations  where  improvement  is  needed. 
Thus,  we  do  think  it  is  worthwhile  to  maintain  information 
on  national  averages  as  well  as  on  regional  performance, 
and  to  employ  management  judgement  in  trying  to  move  poorer 
performing  regions  towards  the  national  average.  SSA 
management  exercises  such  judgement  in  allocating  resources 
among  the  regions. 

However,  we  do  not  agree  that  a  proposal  to  establish 
formal  standard  national  unit  times  to  judge  regional 
productivity  and  allocate  resources  is  realistic.     We  are 
convinced  that  region-to-region  variations  in  workloads, 
nature  of  staff,  demographic  characteristics,  etc.  are  so 
significant  and  complex  that  such  an  undertaking  would  not 
be  productive. 

SSA  COMMENTS  NOT  REFLECTED  IN  SPECIFIC  RECOMMENDATIONS 

SSA  comments  on  aspects  of  the  Investigative  Staff's  Report  which  were 
not  reflected  in  the  specific  recommendations: 

We  agree  that  there  is  a  need  within  SSA  for  better  monitoring  of 
overtime  by  managers  at  all  levels,  and  are  developing  better  report- 
ing to  serve  that  purpose.     However,  the  Investigative  Staff's  posi- 
tion that  working  overtime  and  using  leave  on  the  same  day  or  in  the 
same  week  is  inherently  bad  concerns  us.     We  do  not  agree  that  a 
policy  of  no  overtime  when  there  is  leave  is  appropriate  or  desirable. 
Policy  on  the  use  of  overtime  has  to  provide  management  the  flexibil- 
ity it  needs  to  accomplish  the  work  of  the  agency,  as  well  as  consider 
the  employee  viewpoint  as  expressed  by  the  Union  in  contract  negotia- 
tions.    There  can  be  compelling  circumstances  under  which  a  supervisor 
finds  it  appropriate  to  approve  leave  for  an  employee  but  still 
necessary  from  a  management  perspective  subsequently  to  require  over- 
time work.     We  beleive  it  would  be  unwise  for  management  to  set  a 
policy  which  forecloses  that  flexibility. 

This  report  also  refers  to  a  "consistent  pattern  of  overestimated 
overtime  and   'all-other'   employment  requirements,  and  underestimated 
FTP  average  employment" — especially  for  the  past  3  years.  It 
attributes  this  in  large  part  to  the  use  of  "administrative  ceilings" 
under  which  SSA  encourages  field  offices  to  "overstaff"  early  in  the 
year,  generating  additional  FTP  workyears  which  are  funded  with  money 
SSA  requested  for  overtime. 
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It  is  factually  accurate  that  SSA  has  worked  more  than  its  budgeted 
level  of  FTP  workyears  and  less  than  its  budgeted  level  of  overtime 
and  all  other  workyears,  as  indicated  in  the  following  table: 


Actual 

Workyears 

as  Percent  of 

Estimate 

1976 

1977 

1978 

1979 

1980 

Full-Time  Permanent 

104 

102 

101 

101 

102 

"All  Other" 

63 

96 

102 

91 

94 

Overtime 

92 

98 

71 

54 

 76 

TOTAL 

98 

101 

100 

97 

98 

This  trend  is  not  an  indicator  that  SSA  deliberately  budgets  for  too 
much  overtime  while  actually  planning  to  use  the  funds  for  FTP 
employment.     Instead,   it  is  the  result  of  SSA's  policy  not  to  use  the 
overtime  budgeted  if  workloads  do  not  materialize  or  if  other  ways 
to  accomplish  the  work  become  possible. 

Two  examples  follow: 

—  The  Food  and  Agriculture  Act  of  1977  (P.L.  95-113)  contained  a 
provision  that  affords  certain  SSI  recipients  and  applicants  the 
opportunity  to  file  for  food  stamps  at  SSA  district  offices. 
Although  the  provision  was  originally  budgeted  to  begin  in  Fiscal 
Year  1979,   implementation  was  delayed  until  August  1980,  and  the 
workload  has  been  much  lower  than  estimated.     Resources  which 
were  budgeted  for  this  activity  were  not  needed,  and  this 
allowed  SSA  to  lower  its  use  of  overtime  compared  with  budgeted 
levels . 

—  The  Social  Security  Amendments  of  1977   (P.L.  95-216)  included 
a  provision  making  changes  to  the  monthly  retirement  test.  An 
unintended  result  of  this  provision  was  that  certain  student 
beneficiaries  automatically  became  overpaid.     Although  SSA 
budgeted  overtime  workyears  to  process  the  overpayments  during 
FY  80,  the  work  was  deferred,  and  legislation  introduced  to 
correct  the  situation  retroactively  was  subsequently  enacted. 
SSA  did  not  process  the  overpayments  and  the  legislation 
eliminated  the  need  to  do  so. 

SSA's  practice  of  staffing  up  early  in  the  year  and  coming  down  to 
end-of-year  ceiling  through  planned  attrition  is  not  a  subterfuge. 
Thus,  the  Investigative  Staff's  choice  of  the  words  "encouraged  to 
overstaff"  is  unfortunate.     As  acknowledged  in  the  report, 
Commissioner  Driver  made  reference  in  his  testimony  before  the  House 
Appropriations  Committee  on  March  12,   1980  to  SSA's  practice  of 
staffing  up  early  in  the  year  and  coming  down  to  its  end-of-year 
ceiling  through  controlled  attrition.     SSA's  budget  estimates  of 
full-time  permanent  workyears  try  to  take  this  practice  into  account. 

SSA  never  has  staffed  over  the  level  of  full-time  permanent  employment 
authorized  by  Congress  at  any  time  during  the  year.     This  is  illus- 
trated by  the  following  table: 
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1976  1977  1978  1979  1980 


FTP  Employment 


Authorized  Ceiling  79,275      81,201       79,422      80,135  79,023 

Actual  Peak  78,097      81,081       78,802       77,704  76,590 

Actual  End-of-Year  78,045      80,054      77,684      75,230  74,820 


NOTE :     Data  for  1976  and  1977  are  not  comparable  to  data  for  1978- 
1980  because  of  the  1978  DHEW  reorganization. 
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Mr.  Natcher.  What  is  the  department's  general  view  of  the 
conclusions  of  this  report  on  overtime  and  part-time  employment, 
just  briefly?  How  do  you  feel  about  it  as  far  as  the  report  is 
concerned? 

Mr.  Doggette.  Let  me  respond  to  that. 

Mr.  Natcher.  Go  right  ahead. 

Mr.  Doggette.  I  would  have  to  say  the  staff  did  a  fine  job  of 
reporting  what  they  were  finding  actually  happening  in  the  Social 
Security  Administration.  It  has  indicated  to  me  personally  that  we 
have  a  bit  of  work  to  do  in  this  area  in  tightening  up  our  adminis- 
tration of  overtime  in  the  Social  Security  Administration,  and  I 
can  assure  you  that  we  will  do  that. 

As  far  as  part-time  is  concerned,  we  have  increased  our  number 
of  part-time  employees,  as  the  report  indicates.  To  some  degree,  I 
suspect  many  of  our  managers  have  looked  on  the  part-time  em- 
ployment program  as  an  opportunity  or  as  a  way  of  getting  addi- 
tional resources  to  handle  increasing  workloads. 

We  have  in  the  pilot  that  we  conducted  in  two  regions,  New 
York  and  Chicago,  had  very  favorable  experience  with  really  utiliz- 
ing part-time  employees  corresponding  to  the  intent  of  the  legisla- 
tion; that  is,  utilizing  them  on  workloads  that  would  really  lend 
themselves  to  part-time  use  and  we  will  certainly  try  to  direct  our 
efforts  in  a  more  focused  way  in  that  area. 

Mr.  Natcher.  This  report,  Mr.  Doggette,  as  you  know,  indicates 
somewhat  more  funds  were  requested  for  overtime  than  was  neces- 
sary to  fund  full-time  employment  early  in  the  fiscal  year.  What 
would  you  say  about  that? 

Mr.  Doggette.  I  would  have  to  say  that  was  one  point  with 
which  I  had  some  amount  of  disagreement  with  the  conclusion 
drawn  in  that  we  develop  our  budget  based  on  a  workload  projec- 
tion and  determine  how  much  of  that  budget  can  be — how  much  of 
the  time  needed  to  carry  out  that  budget  should  be  in  the  various 
categories.  In  fact,  what  has  happened  is  that  our  estimates  have 
been  relatively  good  in  terms  of  full-time  employment  in  that  we 
have  only  missed  it  by  one  or  two  percent  over  the  last  several 
years  and  we  have  intentionally  tried  to  utilize  our  full-time,  per- 
manent work  years  to  the  maximum  extent  possible,  and  that  has 
been  a  matter  of  public  record. 

Mr.  Natcher.  We  want  to  thank  you  ladies  and  gentlemen  for 
appearing  in  behalf  of  your  budget  request  for  the  fiscal  year  1982. 
This  has  been  a  good  hearing  and  we  appreciate  it. 

Mr.  Doggette.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Natcher.  The  committee  will  now  adjourn  until  2  o'clock 
this  afternoon. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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SSI  HOLD  HARMLESS  PROVISIONS 


Mr.  Natcher.     You  are  proposing  bill   language  in  the  SSI 
account  to  repeal  the  hold  harmless  provisions.     I  believe 
3  States  are  involved.     Would  you  describe  briefly  for  the  Committee 
the  history  of  this  language  and  tell  us  why  you  believe  this 
protection  is  no  longer  warranted. 

Mr.  Doggette.     The  bill   language  to  no  longer  fund  the  SSI 
hold  harmless  provision  was  included  in  the  1982  Carter  budget  and 
retained  in  the  Reagan  budget.     The  original  intent  of  hold  harmless 
was  to  provide  the  States  with  transitional  assistance  so  that  they 
would  not  be  faced  with  a  large  increase  in  cost  from  increased 
caseloads  resulting  from  implementation  of  the  Federal  SSI  program 
eligibility  criteria  and  the  impact  of  these  criteria  on  State 
costs  when  the  States  wanted  to  supplement  the  Federal  SSI  payment. 
As  the  result  of  a  1976  amendment  to  the  original  law  the  program 
has  been  turned  into  a  more-or-less  open  ended  program  which  has 
aided  only  three  States  (Hawaii,  Massachusetts  and  Wisconsin). 
The  Administration  does  not  feel  that  the  continuation  of  this 
program  can  be  justified  considering  that  the  caseloads  in  these 
States  have  declined  or  remained  relatively  stable  during  last 
few  years  and  that  we  are  well  past  the  transitional  phase  of  the 
SSI  program. 

SECTION  1620  OF  DISABILITY  AMENDMENTS  OF  1980 

Mr.  Natcher.     Is  section  1620  an  entitlement  or  just  an 
authorization?     If  it  is  an  authorization,  why  do  you  need 
appropriations  language  not  to  fund  it? 

Mr.  Doggette.     Our  General  Counsel  has  advised  us  that 
section  1620  of  the  Disability  Amendments  is  an  authorization 
for  an  appropriation  to  carry  out  a  State  run  pilot  project  of 
providing  medical  and  social  services  to  certain  handicapped 
persons,   rather  than  a  legal  entitlement  to  any  services.  We 
used  the  appropriation  language  to  make  explicit  to  the 
Committee  the  fact  that  we  are  not  requesting  funding  for  this 
project  in  fiscal  year  1982. 


STEPS  TOWARD  REDUCING  THE  SSI  ERROR  RATE 


Mr.  Natcher.    What  steps  are  being  taken  by  the  new 
Administration  to  reduce  the  SSI  error  rate? 

Mr.  Doggette.     The  FY  1982  Reagan  Budget  includes  several 
initiatives  to  reduce  the  SSI  error  rate,  as  follows: 

1.    An  initiative  to  interface  SSA  records  on  SSI  recipients  with 
IRS  records  to  uncover  unreported  or  unverified  information 
about  bank  accounts . 
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2.  A  legislative  proposal  to  change  the  current  quarterly 
prospective  system  of  determining  SSI  eligibility  and  payment 
amount  to  a  monthly  retrospective  accounting  system. 

3.  A  continuing  refinement  of  the  profile  redetermination  system 

to  better  identify  "error  prone"  cases  and  ensure  that  stricter 
development  is  undertaken. 


ASSISTANCE  PAYMENTS  BORROWING  AUTHORITY 


Mr.  Natcher.     Why  was  the  figure  $1  billion  chosen  as  the  limit 
for  current  year  borrowing?    Are  there  any  real  benefits  or 
advantages  of  a  definite  versus  an  indefinite  amount  for  current 
year  borrowing? 

Mr.  Doggette.     Our  intent  was  to  establish  an  upper  limit  on 
our  shortfall  borrowing  authority  which,  if  exceeded,  would  require 
Congressional  action  for  additional  funding.     The  $1  billion  amount 
represents  approximately  12  percent  of  the  fiscal  year  1982  appro- 
priation request  and  should  provide  sufficient  borrowing  authority 
for  most  situations.     If  an  unusual  situation  arises  which  would 
require  borrowing  in  excess  of  $1  billion,  Congress  should  be  in- 
formed and  be  involved  in  providing  the  additional  funds. 


ASSISTANCE  PAYMENTS  ADVANCE  APPROPRIATION 


Mr.  Natcher.  Why  are  you  requesting  an  advance  appropriation 
rather  than  borrowing  language  to  fund  the  first  quarter  grant  for 
1983? 

Mr.  Doggette.  There  are  two  major  advantages  to  this  approach 
when  compared  with  borrowing  from  a  future  appropriation — increased 
specificity  in  the  amount  of  funding  needed  for  advanced  grants  and 
clarity  of  presentation. 

INCREASED  SPECIFICITY 

By  formalizing  the  request  for  funds  for  the  first  quarter  of 
fiscal  year  1983  advanced  grants  in  lieu  of  borrowing  funds  for  that 
quarter,  Congress  is  afforded  the  opportunity  to  review  the  program 
estimates  and  their  justification  in  an  easier  to  understand  format. 
This  will  allow  Congress  to  specifically  approve  or  modify  funding 
for  the  first  quarter  of  1983.     In  addition,  these  funds  will  count 
towards  the  1983  versus  1982  budget  target. 

CLARITY  OF  PRESENTATION 

The  elimination  of  the  borrowing  for  first  quarter  grants 
obviates  the  need  for  the  adjustment  in  the  budget  year  estimates 
caused  by  the  borrowing  for  advance  grants.     After  fiscal  year  1982, 
the  conversion  year,  the  budget  authority,  program  costs,  and  obli- 
gations for  a  given  budget  year  will  be  the  same,  thus  eliminating 
past  problems  in  presenting  and  understanding  the  differences 
between  these  items. 
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AFDC  CORRECTIVE  ACTION  PLANS 

Mr.  Natcher.  Did  your  most  recent  corrective  action  plans  include 
specific  error  rates  reduction  goals  and  if  so  are  they  being  met? 

Mr.  Doggette.     The  corrective  action  plans  did  not  include 
specific  error  rate  reduction  goals  because  there  is  no  rigorous 
way  to  document  the  relationship  between  individual  corrective 
actions  and  subsequent  error  rate  performance.     Error  rates  can  be 
dominated  by  outside,  uncontrollable  events  such  as  unemployment 
changes,  strikes,  natural  disasters  and  court  decisions,  masking  the 
effects  of  corrective  actions.     From  a  practical  standpoint,  the 
linkage  is  hard  to  make  because  error  rates  for  the  period  during 
which  States  were  implementing  these  corrective  action  plans  will 
not  be  available  until  Devember  1982.     It  should  be  noted  that  all 
eleven  States  subject  to  sanction  in  the  April-September  1979  period 
reduced  their  error  rates  in  the  October  1979-March  1980  period. 


FRAUD  AND  ABUSE  IN  LIEAP 


Mr.  Natcher.    Have  your  audits  of  State  programs 
identified  any  significant  problems  with  fraud  or  abuse  in  this 
program? 

Mr.  Doggette.    We  have  not  yet  performed  audits  on  State  or 
tribal  LIEAP  programs.    However,  we  have  carried  out  initial 
monitoring  visits  to  all  States  and  most  tribes. 

So  far  only  one  instance  of  fraud,  on  the  part  of  an  oil 
dealer,  has  been  uncovered.     The  dealer  was  fined  by  the  State 
and  complete  recovery  was  accomplished.    We  have,  however,  located 
some  erroneous  and  duplicate  payments  for  which  the  Federal 
government  may  not  reimburse  the  States .     In  every  case  we  have 
worked  with  the  State  to  correct  the  problems. 

If  fraud  or  abuse  exist,  we  expect  to  uncover  it  through  our 
later  audits  and  ongoing  monitoring. 


MONEY  FOR  IMPLEMENTING  NEW  LEGISLATION 


Mr.  Natcher.     Is  all  the  money  for  implementing  the  new 
legislation  held  within  the  contingency  reserve? 

Mr.  Doggette.     All  of  the  money  for  implementing  the 
President's  Social  Security  legislative^proposals  is  contained 
within  the  contingency  reserve — $67.7  million  for  1981  and 
$170  million  for  1982.     As  we  indicated  on  page  178  of  the 
FY  1982  Justifications  of  Appropriation  Estimates,  our  revised 
1981  budget  request  also  includes  $1.5  million  for  administrative 
costs  associated  with  pre-implementation  planning  for  this 
legislation. 
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POTENTIAL  SAVINGS  IF  WAYS  AND  MEANS  PROPOSALS  ENACTED 


Mr.  Natcher.     How  much  of  this  money  would  be  saved  if  the 
legislative  changes  go  through  in  the  form  being  proposed  by  the 
Ways  and  Means  Committee  rather  than  the  administration's 
proposals? 

Mr.  Doggette.     More  than  90  percent  of  the  $67.7  million 
contingency  increase  requested  for  1981  and  the  $170  million  for 
1982  is  for  implementing  the  proposal  to  eliminate  the  minimum 
benefit  retrospectively  effective  August  1981.     The  budget 
request  assumes  it  will  be  necessary  to  do  the  job  manually. 
This  is  a  worst  case  assumption.     At  this  time  (April  28,  1981), 
the  House  Ways  and  Means  Committee  has  not  made  any  alternative 
legislative  proposals,  although  the  Chairman  of  the  Social 
Security  Subcommittee,  Mr.  Pickle,  has  introduced  his  own  bill. 
It  would  eliminate  the  minimum  benefit  prospectively  after 
December  1981.     If  Mr.  Pickle's  bill  were  enacted,  most  of  the 
contingency  money  requested  for  1981  and  1982  would  not  be  needed 
since  we  would  not  need  to  review  the  records  of  the  approximately 
3  million  people  who  currently  receive  the  minimum  benefit. 
However,  in  terms  of  benefit  savings,  the  Administration's  proposal 
would  save  about  $1  billion  more  than  Mr.  Pickle's  proposal  in 
1982. 


OVERTIME 


Mr.  Natcher.  How  much  overtime  was  available  during  the  first 
half  of  1981  and  how  much  have  you  actually  used? 

Mr.  Doggette.     SSA  has  actually  used  1,352  work-years  of 
overtime  in  the  first  6  months  of  FY  1981.     This  is  710  work -years 
less  than  the  2,062  work-years  in  the  current  law  budget  plan  for 
this  first  half  of  FY  1981.     The  main  reason  for  the  underrealiza- 
tion  in  overtime  is  that  some  workloads  did  not  materialize  as 
expected  in  the  first  half  of  FY  1981  and  some  production  rates 
were  higher  than  estimated. 


CONTROLS  TO  LIMIT  OVERTIME  ABUSE 


Mr.  Natcher.     The  report  indicates  that  overtime  has  very 
definitely  been  abused  by  certain  offices  and  individuals.  Have 
you  initiated  new  controls  to  limit  these  practices? 

Mr.  Doggette.     At  the  present  time,  there  are  data  files  and/ 
or  computer  tapes  that  can  be  used  to  develop  controls  to  assist 
in  the  monitoring  of  overtime.    Every  pay  period,  as  a  by-product 
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of  SSA's  financial  accounting  system,  each  SSA  component  receives 
a  comprehensive  name  listing  which  identifies  all  employees  who 
worked  overtime,  and  the  amount  worked.     In  addition,  special 
listings  of  high  overtime  users     are  produced  automatically 
every  pay  period  for  each  Regional  Commissioner  in  order  to  help 
identify  those  who  are  abusing  overtime.     Similar  special  listings 
for  all  SSA  components  are  being  developed,  and  should  be 
available  by  September  1981. 

Additional  reports  also  are  being  developed  to  further  assist 
managers  in  the  control  of  the  following  specific  problems  that 
might  involve  a  contractual  provision  in  a  union  contract  or 
regulatory  violation: 

— The  granting  of  overtime,  instead  of  compensatory  time, 
for  those  with  earnings  above  the  GS-10,  Step  10  level. 

— Employees  on  sick  or  annual  leave  working'  overtime  in  the 
same  pay  period. 

In  addition,  the  SSA  Executive  Staff  is  reviewing  overtime 
administration  to  reduce  possible  abuses  and  increase  the  control 
of  overtime.    Examples  at  the  component  level  in  order  of  actions 
taken  at  the  component  level  are  quarterly  reporting  on  internal 
audits  of  overtime  practices  and  the  ad  hoc  assignment  of 
responsibility  to  staff  to  uncover  violations  and  assure  that  they 
are  corrected  immediately. 

Finally,  we  will  be  assigning  specific  organizational 
responsibility  for  SSA-wide  monitoring  and  ensuring  compliance 
with  overtime  policies. 


POSSIBLE  PROSECUTION  OF  OVERTIME  ABUSERS 


Mr.  Natcher.     The  report  indicates  that     7  individuals  worked 
more  than  1,000  hours  of  overtime  during  FY  1980.     Have  these 
cases  been  turned  over  to  the  Inspector  General  for  possible 
prosecutions? 

Mr.  Doggette.    At  the  request  of  Committee  staff,  the  SSA 
representatives  who  had  access  to  the  unpublished  report  kept  it 
highly  confidential,  and  did  not  make  it  available  to  others. 
Now  that  the  report  has  been  taken  up  at  this  hearing,  we  are 
providing  a  copy  to  the  Department  Inspector  General   for  review 
and  appropriate  action. 
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SSA'S  APPROACH  TO  MEETING  COMPUTER  REQUIREMENTS 

Mr.  Natcher.     Over  the  last  several  years,  the  SSA  has  embarked 
on  a  number  of  different  approaches  to  providing  for  its  long  range 
computer  requirements.     Tell  us  what  your  current  approach  is  and 
why  you  abandoned  earlier  approaches? 

Mr.  Doggette.     The  approach  being  followed  when  the  new 
Administration  came  into  office  was  the  so-called  "partitioning 
strategy",  which  was  adopted  in  1979  by  former  Commissioner 
Stanford  Ross.     The  new  Administration  recognizes  the  need  to 
reassess  the  partitioning  strategy  to  make  certain  that  long  term 
capacity  and  enhancement  needs  can  be  accommodated  and  to  assure 
that  short  and  intermediate  term  needs  are  met.     Short  and 
intermediate-term  systems  problems  are  extensive  and  SSA  does  face 
a  severe  crisis  in  its  ADP  processing  functions.     The  crisis 
involves  all  aspects  of  the  SSA  ADP  environment,  including  software, 
hardware  and  personnel.     The  new  Administration  understands  the 
crisis  and  is  initiating  those  actions  necessary  to  improve  the 
situation. 

The  partitioning  strategy  represented  a  departure  from  the 
previous  approach  adopted  in  1975  under  former  Commissioner  J.  Bruce 
Cardwell.     This  approach  involved  an  effort  to  address  the  total 
system  replacement  problem  by  means  of  one  competitive  detailed 
design  of  the  future  SSA  system  process. 

The  advanced  systems  approach  was  abandoned  by  Commissioner 
Ross  for  a  variety  of  reasons: 

— At  the  beginning  of  the  project,  the  target  completion  date  was 
6  years  away  -  June  1981.     In  1979,  when  the  project  was 
abandoned,  the  target  completion  date  was  still  6  years  in  the 
future.     At  that  time,  not  even  a  preliminary  RFP  for  developing 
a  competitive  detailed  design  had  been  released. 

— The  OAS  effort  was  directed  at  a  long  range  future  process  with 
no  link  to  short  term  needs.  As  a  result,  immediate  short  term 
needs  were  not  given  proper  recognition. 

— While  the  OAS  project  was  in  operation,  workloads  continued  to 
grow.     The  agency  was  faced  with  the  prospect  of  workload  require- 
ments overrunning  the  capability  of  current  hardware  before  the 
6  years  it  would  take  for  the  OAS  replacement. 

— The  total  systems  replacement  approach  came  to  be  viewed  as  a 
monumental  task  with  unacceptable  risks.  A  systems  effort  of 
this  magnitude  had  never  been  successfully  completed  in  the  past. 

The  partitioning  strategy  was  set  up  as  an  acquisition  strategy 
that  would  be  manageable  and  take  an  evolutionary  approach  toward 
updating  SSA's  ADP /telecommunications  equipment,  software  and 
management  practices.     It  is  designed  to  provide  the  ADP /telecom- 
munications capacity  SSA  requires  for  effective  workload  support  by 
the  end  of  1989.     This  strategy  has  the  following  objectives: 

o    the  restructuring  of  SSA  software  systems  and  data  files  to 

comply  with  applicable  Federal  Information  Processing  Standards; 
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o    the  modification  of  SSA  software  systems  and  data  files  to  permit 
machine  transferability; 

v  o    the  performance  of  competitive  ADP/TC  equipment  procurements  in 
compliance  with  Federal  Procurement  Regulations  (FPR's); 

o    the  expansion  of  present  computer  capacity  to  accommodate 
workload  growth  and  future  enhancements; 

o    the  achievement  of  these  objectives  in  manageable  segments  that 
reduce  staff  impact  and  operational  risk  to  acceptable  levels. 


COMPUTER  SUPPORT 


Mr.  Natcher.    What  is  the  total  budget  in  1981  and  projected 
for  1982  for  computer  support? 

Mr.  Doggette.    The  budget  request  for  the  Limitation  account 
includes  $69,821,000  in  fiscal  year  1981  and  $123,436,000  in  fiscal 
year  1982  for  automatic  data  processing  and  telecommunications 
equipment  lease  and  purchase,  supplies  and  contractual  services. 
In  terms  of  full-time  permanent  staffing  in  SSA's  Office  of  Systems, 
the  budget  provides  for  an  increase  from  1870  full-time  permanent 
staff  on  duty  at  the  end  of  March  1981  to  2,600  positions  on  duty 
by  the  end  of  FY  1982.    This  increase  will  provide  the  flexibility 
to  recruit  critically  needed  personnel  such  as  experienced 
programmers,  systems  analysts,  hardware  and  procurement  specialists 
and  computer  scientists. 


AMOUNT  OF  FY  1982  ADP  BUDGET  REQUEST  RELATED  TO 
LEGISLATIVE  PROPOSALS 


Mr.  Natcher.    How  much  of  the  1982  request  is  related  to  your 
legislative  proposals? 

Mr.  Doggette.     The  budget  request  for  ADP  funds  and  positions 
is  a  present-law  request.    The  budget  assumption  is  that  the 
legislative  proposals  recommended  in  the  President's  program  for 
economic  recovery  will  be  implemented  primarily  through  manual 
processes  And  the  1981  and  1982  requests  for  the  contingency  reserve 
cover  this  need. 
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TIME  PERIOD  COVERED  BY  PARTITIONING  STRATEGY 


Mr.  Natcher.     How  long  a  period  of  time  is  covered  by  your 
current  plan? 

Mr.  Doggette.     The  partitioning  strategy  covers  the  period 
from  the  present  through  1989.    As  indicated  in  the  response  to  a 
previous  question,  this  does  not  mean  that  there  will  be  no 
improvements  until  1989.     In  fact,  already  in  1981,  SSA  has  completed 
a  portion  of  the  SSA-Data-Acquisitional  Response-System  - 
partition  (SSADARS) .     SSADARS  involves  the  telecommunications 
linkage  of  SSA  field  offices  and  the  Central  ADP  computers. 


TRANSLATION  OF  ADP  PLAN  INTO  EQUIPMENT  REQUIREMENTS 


Mr.  Natcher.    How  do  you  translate  your  plan  into  specific 
equipment  requirements? 

Mr.  Doggette.     The  ADP  System  Strategic  Plan  consists  of  a 
combination  of  hardware  and  software  requirements  as  well  as  specific 
equipment  requirements  in  some  cases.    We  measure  our  historical 
growth  in  ADP  equipment  capacity  and  add  known  future  capacity 
requirements  to  this  measure  to  obtain  our  capacity  shortfall  (or 
demand).     Based  upon  this  shortfall,  we  prepare  an  ADP  procurement 
plan  for  the  upcoming  fiscal  years.     The  procurement  plan  is  used  as 
a  basis  for  our  budget  request  for  ADP  procurement. 

In  the  execution  of  our  procurement  plan,  we  attempt  to 
represent  our  requirements  to  industry  in  the  form  of  functional  or 
equipment  performance  specifications.     This  is  in  accordance  with 
the  requirements  of  the  Federal  Procurement  Regulations.  Occasion- 
ally we  specify  our  requirements  in  the  form  of  specific  types  of 
equipment  to  meet  short  deadlines  such  as  that  associated  with  new 
legislation. 


ACQUISITION  OF  COMPUTER  EQUIPMENT 

Mr.  Natcher.    Are  all  computer  equipment  purchases  done  on 
a  competitive  basis? 

Mr.  Doggette.     All  of  our  computer  equipment  is  acquired  under 
a  competitive  basis  except  in  those  infrequent  situations  where  it 
is  justified  that  only  one  source  can  satisfy  our  requirements. 
Even  when  faced  with  severe  time  restraints,   such  as  the  implementa- 
tion of  new  legislation,  a  limited  competition  is  pursued  using 
abbreviated  competitive  procedures  where  possible. 
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SES  POSITIONS 


Mr.  Natcher.     How  many  career/non-career  SES  positions  are 
there  at  Social  Security  and  how  many  of  these  are  vacant? 

Mr.  Doggette.     Positions  in  the  SES  are  designated  as 
"general"  or  "career-reserved".     A  "general"  SES  position  may  be 
filled  by  either  career  employees  or  non-career  employees.  These 
are  usually  policy  making  positions.     By  law  a  "career-reserved" 
position  may  only  be  filled  by  a  career  appointee.     These  are 
certain  positions  that  are  so  sensitive  that  public  confidence 
could  be  undermined  if  their  functions  were  performed  in  a 
partisan  manner. 

Career  SES  positions  are  filled  by  merit  competition  in  a 
Government-wide  vacancy  announcement.     "General"  SES  candidates 
are  selected  by  the  agency  and  can  be  career  or  non-career  employees 
as  long  as  the  selection  meets  the  technical  qualifications  for  the 
position.     Most  "general"  SES  positions  are  filled  by  career 
employees. 

As  of  April  28,  1981  SSA  had: 

Career-Reserved      General  Total 

Filled   8  52*  60 

Vacant   _4  18  22 

Total   12  70  82 

*Includes  2  non-career  employees. 

HISTORICAL  TABLES  ON  THE  SOCIAL  SECURITY  PROGRAM 


Mr.  Natcher.     Would  you  provide  for  the  record  tables  similar 
to  the  ones  prepared  for  the  Committee  last  year  showing  the 
following  information  for  each  year  since  the  enactment  of  Social 
Security; 

— First  a  table  showing  tax  rate,  maximum  taxable  income, 

maximum  tax  and  average  retirement  benefits  paid  to  individuals 

and  couples  since  enactment  of  the  basic  Social  Security 

program  in  1935 . 
— Second,  a  table  showing  the  number  of  beneficiaries  and  the 

total  and  average  benefits  for  each  of  your  general  fund 

programs  since  1974. 
— Third,  a  table  showing  the  number  of  employees  on  board,  the 

average  salary  and  the  number  of  years  of  overtime  for  the 

last  10  years. 

— Fourth,  10  years  administrative  costs  for  each  program  in 
total  and  per  beneficiary  in  each  of  your  programs  over  the 
last  10  years  in  actual  and  1981  dollars. 

— Lastly,  the  percent  and  dollar  error  rates  in  each  of  your 
programs  over  the  I  last  4  years  and  estimated  for  1982. 

Mr.  Doggette.    We  will  supply  these  tables  for  the  record. 


78-993   O— 80  21 
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SOCIAL  SECURITY  TAXES 

AND  AVERAGE 

RETIREMENT  BENEFITS 

MAXIMUM 

TAX  RATE 

ANNUAL  TAX 

EMPLOYER/  MINIMUM 

EMPLOYER/ 

AVERAGE  MONTHLY  RETIREMENT 

EMPLOYEE  ,  WAGES 

EMPLOYEE, 
EACHi/ 

BENEFITS 

AT  END  OF 

YEAR 

YEAR 

EACH— 

TAXABLE 

RETIRED  WORKER 

COUPLE 

1937 

1.0 

$3,000.00 

$30.00 

1938 

1.0 

3,000.00 

30.00 

See 

Footnote 

2 

1939 

1.0 

3,000.00 

30.00 

1940 

1.0 

3,000.00 

30.00 

$22.10 

$36.40 

1941 

1.0 

3,000.00 

30.00 

22.20 

36.30 

1942 

1.0 

3,000.00 

30.00 

22.50 

36.80 

1943 

1.0 

3,000.00 

30.00 

22.90 

37.50 

1944 

1.0 

3,000.00 

30.00 

23.00 

37.90 

1945 

1.0 

3,000.00 

30.00 

23.50 

38.50 

1946 

1.0 

3,000.00 

30.00 

23.90 

39.00 

1947 

1.0 

3,000.00 

30.00 

24.20 

39.60 

1948 

1.0 

3 , 000 . 00 

30.00 

24.60 

40.40 

1949 

1.0 

3,000.00 

30.00 

25.30 

41.40 

1950 

1.5 

3,000.00 

45.00 

42.20 

71.70 

1951 

1.5 

3  600  00 

54.00 

40.30 

70.20 

1952 

1.5 

3,600.00 

54.00 

47.10 

81.60 

1953 

1.5 

3,600.00 

54.00 

48.80 

85.00 

1954 

2.0 

3,600.00 

72.00 

56.50 

99.10 

1955 

2.0 

4,200.00 

84.00 

59.10 

103.50 

1956 

2.0 

4,200.00 

'84 . 00 

59.90 

105.90 

1957 

2.25 

4,200.00 

94.50 

60.90 

108.40 

1958 

2.25 

4,200.00 

94.50 

62.60 

111.20 

1959 

2.5 

4,800.00 

120.00 

7ft 

121.60 

1960 

i  n 

J  .  u 

a  ftnn  ftft 

144.00 

69.90 

123.90 

1961 

3.0 

4,800.00 

144.00 

71.90 

1  Ofi  fift 

1962 

3.125 

4,800.00 

150.00 

72.50 

127.90 

1963 

3.625 

4 , 800 . 00 

174.00 

73.20 

129.40 

1964 

3.625 

4,800.00 

174.00 

73.90 

130.70 

1965 

3.625 

4,800.00 

174.00 

80.10 

141.50 

1966 

4.2 

6,600.00 

277.20 

80.60 

142.50 

1967 

4.4 

6,600.00 

290.40 

81.70 

144.20 

1968 

4.4 

7,800.00 

343.20 

95.00 

166.30 

1969 

4.8 

7 , 800 . 00 

374.40 

96.60 

168.90 

1970 

4.8 

7,800.00 

374.40 

114.20 

198.90 

1971 

5.2 

7,800.00 

405.60 

127.40 

222.30 

1972 

5.2 

9,000.00 

468.00 

157.10 

272.50 

1973 

5.85 

10,800.00 

631.80 

161.60 

276.70 

1974 

5.85 

13,200.00 

772.20 

183.10 

312.30 

1975 

5.85 

14,100.00 

824.85 

201.60 

343.90 

1976 

5.85 

15,300.00 

895.05 

218.80 

373.60 

1977 

5.85 

16,500.00 

965.25 

237.00 

403.90 

1978 

6.05 

17,700.00 

1,070.85 

256.60 

437.20 

1979 

6.13 

22,900.00 

1,403.77 

294.30 

442.60 

1980 

6.13 

25,900.00 

1,587.67 

$334.00 

$570.00 

1981 

6.65 

29.700.00 

1,975.05 

1982 

6.7 

32,100.00 

2,150.70 

1983 

6.7 

35,400.00 

2,371.80 

1984 

6.7 

39,900.00 

2,613.00 

1985 

7.05 

42,300.00 

2,982.15 

1986 

7.16 

$45,600.00 

$3,260.40 

1/  Excludes  self-employment.  2/  Prior  to  1940  benefits  were  not 
paid  monthly,  hence  monthly  data  is  not  available. 
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HISTORICAL  TABLES  ON  GENERAL  FUND  PROGRAMS 
Average  Number  of  Recipients  of  SSI  and  AFDC 


SSI  1/  AFDC 

1974   3,364,000  10,840,000 

1975   3,728,000  11,230,000 

1976   3,854,000  11,358,000 

1977   3,784,000  11,141,000 

1978   3,769,000  10,686,000 

1979   3,700,000  10,319,000 

1980   3,700,000  10,499,000 

1981  Est   3,685,000  10,846,000 

1982  Est   3,681,000  10,706,000 


1/     Federal  recipients  only. 


Total  Federal  Benefit  Payments  for  SSI  and  AFDC 
(In  Thousands  of  Dollars) 


SSI  AFDC  If 

1974   $1,828,761  If,  $4,085,539 

1975   4,080,723  4,587,871 

1976   4,437,063  5,262,339 

1977   4,635,539  5,577,145 

1978   4,839,456  5,885,303 

1979   5,173,739  5,818,877 

1980   5,652,911  6,113,296 

1981  Est   6,349,000  6,809,000 

1982  Est   6,942,000  6,988,600 


1/    Federal  share  of  AFDC  costs  only. 

2/     The  Supplemental  Security  Income  (SSI)  program  was  initiated 
on  January  1,  1974.     Therefore  1974  represents  6  months  of 
benefit  payments. 
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SSI  and  AFDC  Average  Payments  Per  Recipient 


SSI  1/  AFDC  2/ 

1974   $89.82  $58.90 

1975   89.45  65.87 

1976   101.35  73.47  3/ 

1977   107.02  78.57 

1978   112.21  83.58 

1979   120.04  87.12 

1980   .                127.34  89.86 

1981  Est   146.80  97.06 

1982  Est   163.20  102.14 


Xj    For  1974  -  1979  based  on  average  payment  for  September  of  each 
year.     For  1980  through  1982  based  on  fiscal  year  average  annual 
monthly  payment. 

2/     For  1974  -  1978  based  on  total  fiscal  year  average  annual 

monthly  payment.     For  1979  -  1982  based  on  fiscal  year  average 
annual .monthly  payment  computable  for  Federal  financial 
participation. 

_3/    Prior  to  1976  AFDC  average  payments  per  recipient  were  reduced 
by  child  support  collections  which  were  received  directly  by 
recipients. 
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SSA  PROGRAM  DOLLAR  ERROR  RATES 


RSI  Program  Dollar  Error  Rate 

SSA  now  has  initial  results  from  its  recently  established  payment 
quality  system,  which  show  the  following: 


The  error  rates  above  are  comprised  of  payments  to  beneficiaries  not 
entitled  to  benefits  and  of  overpayments.     The  findings  do  not 
include  errors  that  occur  in  enforcement  of  the  annual  earnings 
test.     Procedures  have  been  developed  to  incorporate  findings  on 
earnings  test  errors  in  reviews  which  are  now  underway. 

PI  Program  Dollar  Error  Rates 

The  disability  insurance  payment  accuracy  sample  received  its  initial 
pilot  test  during  1980 — about  3,000  cases  selected  at  random  from  the 
DI  payment  rolls  for  April  1979.    For  this  first  accuracy  sample  the 
payment  error  rate  was  19.3  percent,  18.5  percent  of  which  was 
attributable  to  medical/vocational  factors.    This  first  phase  was  the 
initial  step  in  SSA's  efforts  to  establish  an  ongoing  review  of  the 
DI  payment  rolls,  and  the  validity  of  the  data  has  some  severe 
constraints.  A  second  phase  is  currently  underway. 

AFDC  and  SSI  Program  Dollar  Error  Rates 


Period  Reviewed 


Payment  Error  Rate 


October  1978  -  March  1979 
April  -  September  1979 


0.21  % 
0.28  % 


Review  Period 
Actuals 


AFDC  Dollar  Error  Rates (%)    SSI  Dollar 
Old  Def .1/  New  Def.l/    Error  Rate  (%) 


January  -  June  1976 
July  -  September  1976 
July  -  December  1976 
October  1976  -  March  1977 
January  -  June  1977 
April  -  September  1977 
July  -  December  1977 
October  1977  -  March  1978 
January  -  June  1978 
April  -  September  1978 
October  1978  -  March  1979 
April  1979  -  September  1979 
October  1979  -  March  1980 
April  -  September  1980 


9.1 


8.2 
7-1 


8.5 


6.3 


8.6 


5.2 


8.7 


4.6 


8.1 


not  yet  available 


7.1  9.4 

8.4  10.4 

7.6  9.5 

6.9  8.3 


4.6 
5.0 
4.9 
5.0 
4.9 


Targets 


Fiscal  Year  1981 
Fiscal  Year  1982 
Fiscal  Year  1983 
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The  old  definition  forerror  rates  excludes  errors  associated 
with  new  AFDC  eligibility  requirements  associated  with  State 
failure  to  properly  apply  child  support  requirements  and  failure 
to  obtain  Social  Security  numbers  for  AFDC  recipients.     The  new 
requirements  were  included  in  the  error  rates  starting  the 
April  -  September  1978  period. 


328 


AVERAGE  AND  MAXIMUM  SSI  PAYMENTS  BY  STATE 

Mr.  Natcher.     Insert  in  the  record  at  this  point  a  table  showing 
the  average  and  maximum  SSI  payments  for  each  State  including  their 
State  supplementation? 


Mr.  Doggette.     We  are  providing  a  table  on  average  SSI 
payments  for  the  record.  Maximum  State  supplementation  payments  vary 
in  each  State  according  to  a  variety  of  living  arrangements  and  are 
not  comparable  among  States.    We  will  provide  to  the  Committee  staff 
a  detailed,  60  page  booklet  on  maximum  payment  levels  by  State. 

AVERAGE  MONTHLY  SSI  PAYMENT 
 BY  STATE,  DECEMBER,  198Q  


States  With 
Federally  Administered 
State  Supplementation 


States  With 
State  Administered 
State  Supplementation 


State 


Combined  Federal  & 
State  Average  Payment 


State 


Average 
State  Payment 


Arkansas  

California  

Delaware  

Dis.  of  Columbia, 
Florida  


Georgia. . . 
Hawaii 

Iowa  

Kansas 
Louisiana, 


Maine  

Maryland 
Massachusetts 
Michigan. 
Mississippi. 


Montana. . . , 
Nevada 
New  Jersey, 
New  York. . , 
Ohio  , 


Pennsylvania. 
Rhode  Island, 
South  Dakota, 
Tennessee. . . , 

Vermont  

Washington. . , 
Wisconsin. . . , 


$121.91 
253.30 
139.08 
183.12 
155.08 

135.97 
178.07 
120.72 
122.47 
144.31 

119.53 
153.63 
169.50 
182.32 
136.21 

140.61 
150.01 
164.72 
190.13 
152.65 

167.84 
147.24 
116.48 
136.04 
157.73 
166.84 
164.19 


Total. 


Alabama  

Alaska3/  

Arizona  

Colorado  

Connecticut. . . 


Florida. , 
Idaho 
Illinois , 
Kentucky , 
Maryland , 


Minnesota_3/ . . . 

Missouri  

Nebraska  

New  Hampshire. 
New  Mexico. . . . 


2/  $79.57 

60.67 
135.23 

66.66 
103.10 
144.87 

90.64 
82.19 
76.34 
114.46 
21  118.28 

80.84 
35.16 
57.14 
100.85 
65.00 


2/ 


North  Carolina. 
North  Dakota. . . 

Oklahoma  

Oregon  

South  Carolina. 

South  Dakota. . . 

Utah  

Virginia  

West  Virginia. . 
Wyoming  


190.53 
21.60 
62.37 
39.18 
2/  113.66 

114.14 
10.00 

188.15 
71.73 
20.00 


1/    \J    Data  reported  to  the  Social  Security  Administration  by 
individual  States.  All  data  subject  to  revision.  Excludes  data  for 
optional  programs  in  North  Dakota. 

27  Includes  data  for  some  States  not  distributed  by  reason  for 
eligibility. 

3/    Represents  March  1980  data  for  Alaska;  September  1980  for 
Minnesota;  data  not  available  for  December. 
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.    'MONTHLY  RETROSPECTIVE  ACCOUNTING 


Mr.  Natcher.  Your. budget  materials  indicate  that  you  will  be 
changing  over  the  SSI  program  to  a  monthly  retrospective  reporting 
system.  How  much  money  will  be  saved  and  does  it  require  a  change 
in  the  law? 

Mr.  Doggette.    We  estimate  that  the  SSI  benefit  savings  for 
this  provision  will  be  about  $60  million  per  year.    The  current 
quarterly  determination  period  for  eligibility  for  SSI  benefits 
is  specified  in  Section  1611(c) (1)  of  the  Social  Security  Act. 
Therefore  the  change  to  monthly  retrospective  accounting  requires 
a  change  in  the  law. 


AFDC  STATE  AND  LOCAL  ADMINISTRATIVE  COSTS 


Mr.  Natcher.     The  budget  indicates  that  you  expect  State  admini- 
strative costs  to  increase  by  10  percent  in  the  welfare  area  even 
though  benefits  are  only  increased  by  5  percent.     How  is  this  number 
calculated?     Do  you  still  consider  it  accurate? 

Mr.  Doggette.   -Estimates  of  State  and  local  administrative 
costs  are  based  primarily  on  an  analysis  of  historical  data  which 
shows  that  these  costs  generally  increase  with  the  CPI.     In  making 
our  projections,  we  as.sume  that  the  CPI  increase  is  reflected  on  a 
delayed  basis  because  most  States  increase  their  salary  levels  at 
the  beginning  of  July.     Thus,  our  1982  estimate  reflects  primarily 
the  11.1  percent  increase  in  the  CPI  in  1981.     Additionally,  the 
1982  estimate  includes  the  first  full  year  of  90  percent  matching 
for  costs  of  developing  and  implementing  AFDC  management  information 
systems  as  authorized  in  the  Disability  Amendments  of  1980. 

We  think  the  estimates  are  accurate  now,  although  we  continue 
to  re-evaluate  them  as  we  receive  actual  expenditure  data  from  the 
States. 
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CHILD  SUPPORT  ENFORCEMENT  COSTS 


Mr.  Natcher.     Would  you  provide  for  the  record  a  table 
showing  your  original  estimates  for  Federal  savings  and  Federal 
costs  in  the  Child  Support  Program  and  the  actual  amounts  for 
each  year  since  the  beginning  of  the  child  support  program? 


Mr.  Doggette.     The  information  follows: 


Federal  Share  of  State 
and  Local 

Administrative  Costs  Net  Federal  Costs 


Budget  Actual*  Budget  Actual 

(000,000)  (000,000) 


FY  *76                                          101.3  31.3 

77  152                          202.5  2  57.2 

78  200                          234.1  -51  41.6 

79  250                          269.5  13  25.2 

80  333                         337.7  -33  91.4 

81  310  -42 

82  458  158 

^Reflects  latest  costs  reported  by  States. 

Mr.  Natcher.  What  are  the  total  savings  anticipated  for  the 
program  nationwide  in  both  1981  and  1982? 


Mr.  Doggette.    Total  savings  for  1981  and  1982  are  projected 
at  $154  and  $183  million,  respectively.     These  savings  do  not 
include  additional  savings  from  the  Child  Support  program  which  are 
not  measured  directly  in  the  budget,  such  as  savings  incurred  when 
families  go  off  of  AFDC  as  a  result  of  child  support  collections, 
and  when  families  remain  off  of  public  assistance  because  of 
non-AFDC  child  support  collections. 


ENERGY  ALLOCATIONS  AND  ASSISTANCE  LEVELS 


Mr.  Natcher.     Insert  in  the  record  at  this  point  a  table  showing 
each  State's  total  allowance  under  the  1980  and  the  1981  program,  the 
amount  you  are  proposing  for  the  1982  and  the  average  and  maximum 
assistance  for  each  State  for  1980  and  1981.     Give  us  the  best  infor- 
mation you  can. 

Mr.  Doggette.     The  following  tables  include  all  the  information 
requested  except  the  average  benefit  for  1980.    We  do  n&t  have  a 
precise  count  of  the  households  for  1980  so  we  can  not  calculate  the 
average  benefit.     Based  on  the  information  available,  our  best  guess 
is  that  the  national  average  payment  was  $150. 
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LIEAP  Allocations 
C$  millions) 


1980  LIEAP 

1981  LIEAP 

Proposed  1982 

United  States 

Allocation 

Allocation 

Allocation 

Alabama 

$14,228 

$15,674 

$11,692 

Alaska 

5,181 

10,005 

7,561 

Arizona 

5,238 

7,580 

6,147 

Arkansas 

9,619 

11,960 

9,000 

California 

66,586 

84,088 

62,074 

Colorado 

19,318 

29,319 

21,683 

Connec  ticut 

36,401 

38,247 

28,187 

Delaware 

4,882 

5,077 
5,940 

3,824 

Dist.  of  Columbia 

5,890 

10,820 

Florida 

13,602 

24,801 

18,374 

Georgia 

17,920 

19,609 

14,718 

Hawaii 

489 

1,975 

1,561 

Idaho 

9,116 

11,436 

8,422 

Illinois 

85,895 

105,862 

78,458 

Indiana 

40,777 

47,931 

35,354 

Iowa 

27,113 

33,970 

25,073 

Kansas 

10,291 

15,600 

12,152 

Kentucky 

21,380 

24,943 

19,649 

Louisiana 

9,887 

16,024 

12,288 

Maine 

21,871 

24,778 

18,364 

Maryland 

27,297 

29,285 

22,741 

Massachusetts 

74,562 

76,507 

59,964 

Michigan 

86,490 

100,507 

80,314 

Minnesota 

59,875 

72,409 

54,975 

Mississippi 

9,663 

13,438 

10,117 

Missouri 

32,557 

42,285 

31,147 

Montana 

9,246 

13,414 

9,948 

Nebraska 

12,466 

16,799 

12,493 

Nevada 

3,096 

3,560 

2,651 

New  Hampshire 

12,827 

14,481 

10,738 

New  Jersey 

66,379 

71,025 

53,392 

New  Mexico 

6,751 

9,490 

7,247 

New  York 

218,933 

231,907 

182,834 

North  Carolina 

34,561 

34,561 

25,986 

North  Dakota 

11,480 

14,572 

10,787 

Ohio 

75,915 

93,651 

77,861 

Oklahoma 

11,435 

14,408 

11,847 

Oregon 

20,182 

22,723 

17,559 

Pennsylvania 

109,753 

124,569 

92,127 

Rhode  Island 

11,878 

12,594 

9,275 

South  Carolina 

12,449 

12,449 

9,248 

South  Dakota 

9,799 

11,835 

8,771 

Tennessee 

22,481 

25,267 

18,608 

Texas 

27,779 

41,261 

31,224 

Utah 

7,774 

13,624 

10,090 

Vermont 

9,450 

10,854 

7,994 

Virginia 

32,415 

35,673 

26,357 

Washington 

33,153 

37,377 

30,379 

West  Virginia 

13,900 

16,507 

12,624 

Wisconsin 

56,000 

65,179 

48,051 

Wyoming 

3,271 

5,455 

4,155 

Territories 

2,500 

Msfs 

Total 

$1,549,504 

$1,822,486 

$1,398,800 
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United  States 

Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

Dist.   of  Columbia 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 
New  Jersey 
New  Mexico 
New  York 
North  Carolina 
North  Dakota 
Ohio 

Oklahoma 
Oregon 

Pennsylvania 

Rhode  Island 

Sourth  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 


LIEAP  Benefit  Amounts 


1980 

1981 

1981 

Maximum 

Average 

MaximuE 

Benefit 

Benefit* 

Benefit 

$68 

$69 

$175 

400 

378 

650 

300 

47 

100 

116 

80 

219 

112 

42 

100 

166 

296 

745 

250 

472 

635 

400 

324 

500 

700 

174 

487 

400 

66 

225 

350 

108 

295 

400 

'  63 

134 

400 

407 

551 

200 

152 

430 

400 

250 

286 

400 

336 

618 

400 

148 

705 

400 

230 

350 

33 

93 

105 

350 

294 

500 

400 

210 

408 

600 

329 

750 

180 

137 

497 

650 

429 

1,235 

46 

150 

200 

400 

123 

540 

1,478 

389 

1,500 

600 

362 

750 

400 

290 

600 

400 

450 

500 

216 

273 

650 

400 

225 

600 

300 

177 

290 

200 

111 

374 

780 

527 

1,287 

134 

152 

430 

400 

142 

300 

318 

150 

489 

400 

214 

510 

590 

302 

500 

200 

222 

670 

400 

335 

495 

400 

205 

623 

400 

56 

133 

180 

437 

750 

400 

444 

450 

400 

159 

750 

267 

221 

318 

400 

130 

245 

400 

274 

496 

400 

303 

750 

1981  averages  are  calculated  from  State  projections 
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AVERAGE  COST  OF  MAJOR  FUEL  SOURCES 


Mr.  Natcher.  What  is  the  average  cost  of  each  of  the  major  fuel 
sources  in  1980,  1981  and  anticipated  for  1982? 

Mr.  Doggette.     The  following  table  shows  the  average  costs  for 
the  three  major  fuel  sources:     heating  oil,  natural  gas  and  electric- 
ity.    Prices  are  taken  from  the  Department  of  Energy's  Short  Term 
Energy  Outlook  for  February  1981,  Table  4.     The  range  shown  repre- 
sents the  middle  and  upper  projections. 


1980 


1981 


1982 


(Projected) 


(Projected 
first  quarter) 


No.  2 
Heating  Oil 


94.4^/gal. 


124. 2-134. 30/gal 


136. 7-161.  HI 
gal. 


Natural 
Gas 


391. H  /103Cubic 
ft. 


463.4-486.50/103 


cubic  ft. 


499.9-524.70/10 


cubic  ft. 


Electricity 


5. 360 /kilowatt 
hour 


5.95-6.36^/ 
kilowatt  hour 


5.91-6.470/ 
kilowatt  hour 
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AVERAGE  COST  OF  HOME  HEATING 


Mr.  Natcher.  What  is  the  average  cost  of  heating  a  home  with 
each  of  these  fuels  in  each  of  the  major  regions  of  the  country? 


Mr.  Doggette.  The  following  tables  show  the  average  cost  for 
each  fuel  source  for  the  four  major  census  regions. 


Fuel  Oil/Kerosene 
Census  Region 

1980 

1981 
Pro j  ected 

1982 
(Proj  ected 
first  quarter) 

Northeast 



$1,000 

$1,270-1 ,370 

$1,520-1,890 

North  Central 

1,040 

1,330-1,440 

1,590-1,980 

South 

530 

670-730 

810-1,000 

West 

730 

930-1 ,000 

1,110-1,380 

Natural  Gas 
Census  Region 

Northeast 

$  530 

$  630-660 

$  710-750 

North  Central 

560 

660-690 

740-780 

South 

300 

360-370 

400-420 

West 

350 

410-430 

460-490 

Electricity 
Census  Region 

Northeast 

$  690 

$  760-820 

$  820-910 

North  Central 

730 

820-870 

870-980 

South 

350 

390-420 

420-470 

West 

470 

520-560 

550-620 

These  estimates  are  based  upon  average  consumption  for  single-family 
detached  housing  in  the  National  Interim  Energy  Consuption  Survey 
performed  by  the  Department  of  Energy.     It  is  assumed  that  the  amount 
of  fuel  used  for  heating  will  not  decline  significantly  as  prices 
rise  through  the  first  quarter  of  1982. 


335 


PAYMENT  FOR  TRAVEL  EXPENSES 


Mr.  Natcher.     The  bill  language  proposed  for  the  limitation 
account  includes  new  language  restricting  reimbursement  for 
beneficiary  travel.    Why  is  this  being  proposed? 

Mr.  Doggette.    The  Disability  Amendments  of  1980  contained 
language  which,  according  to  the  lawyers,  requires  payment  for  all 
SSI  claimant  travel  for  medical  exams,  and  all  travel  by  SSI 
claimants,  representatives  and  witnesses  to  hearings,  regardless 
of  distance.     This  Administration  is  proposing,  as  did  the  Carter 
Administration,  appropriation  language  which  would  permit  SSA  to 
pay  for  this  travel  only  if  in  involves  a  distance  of  more  than 
75  miles.    This  change  would  make  travel  payment  policy  for  SSI 
consistent  with  that  for  title  II  (social  security) . 

Mr.  Natcher.     Should  similar  language  be  included  for  the 
other  HHS  accounts  which  pay  for  travel,  such  as  black  lung  and 
medicaid? 

Mr.  Doggette.    Because  Medicaid  is  a  program  which  the  States 
administer,  regulation  of  payment  for  travel  expenses  would  not 
be  appropriate.    Travel  policy  for  the  black  lung  program,  where 
SSA's  responsibility  for  taking  claims  and  holding  hearings  is 
virtually  completed,  is  consistent  with  that  for 

title  II  (social  security) . 


MOVE  TO  NEW  COMPUTER  CENTER 


Mr.  Natcher.  What  is  the  status  of  your  plan  to  move  into  the 
new  computer  center? 

Mr.  Doggette.     Detailed  workplans  for  the  move  to  the  New 
Computer  Center  have  been  developed  and  all  bridge  equipment  has 
been  installed  and  is  currently  being  tested.     The  first  workload 
(Test  and  Time  Sharing  Facility)  is  scheduled  to  be  transferred  in 
June  1981  and  the  nationwide  telecommunications  network  will  be 
switched  over  in  August  1981.     The  other  programatic  workloads  and 
equipment  will  be  moved  in  1982.     The  duration  of  the  move  will  be 
approximately  24  months. 

Mr.  Natcher.     How  much  money  is  budgeted  for  this  move? 

Mr.  Doggette.  The  FY  1982  Reagan  budget  includes  the  follow- 
ing resources  for  ADP  equipment,  supplies  and  contractual  services 
for  the  move  to  the  new  computer  center: 

FY  1981  FY  1982 

$5,288,000  $5,401,000 


78-993   O— 80  22 


336 


INCREASED  PROGRAMMING  STAFF 


Mr;  Natcher.     You  are  proposing  an  increase  of  711  full-time 
permanent  staff f  -  a  3870  increase  for  your  systems  project.  Please 
provide  the  Committee  with:  a  breakdown  by  position  classification 
of  these  positions,   the  average  grade  level  for  each  position 
classification,  and  a  description  of  the  projects  to  which  the 
additional  positions  will  be  assigned. 

Mr.  Doggette.     The  breakdown  of  this  increase  by  position, 
average  grade  and  assignment  follows: 

250  Computer  Programmer  Trainees,  GS-334  position 
classification.     Average  grade  of  these  new  hires  will  be  GS-7 .  The 
bulk  of  these  employees  will  be  dispersed  throughout  SSA's 
programmatic  application  programming  areas.     Initially,  they  will  be 
performing  routine  maintenance  activities.     This  should  help  alleviate 
a  severe  under-staffing  situation  that  exists  because  of  SSA's 
inability  to  hire  and  keep  journeyman  programmers. 

150  Journeyman  Computer  Systems  Analysts  and  Computer 
Programmers ,  GS-334.     The  average  grade  of  these  employees  will  be 
GS-12.     Here  again  the  bulk  of  these  employees  will  be  assigned  to 
the  programmatic  applications  areas  to  replace  staff  which  has  left. 
These  employees  will  do  systems  analysis  and  design  and  more 
sophisticated  programming.     Others  will  be  distributed  within  other 
functions  such  as  developing  operating  systems  software,  performing 
systems  design  and  analysis  in  the  administrative  systems  areas  or 
designing  software  to  operate  the  existing  SSADARS  network. 

50:  Supervisory  Computer  Systems  Analysts,  GS-334.     The  average 
grade  will  be  GS-13 .     These  will  be  assigned  across-the-board  to 
fill  existing  or  projected  supervisory  vacancies.  However, 
approximately  one-half  of  these  would  be  assigned  to  the- programmatic 
applications  programming  areas. 

20  Operations  Personnel  in  the  GS-334  and  GS-332  position 
classification.     Average  grade  level  would  be  GS-9 .     These  will  be 
assigned  to  the  computer  operations  areas  to  fill  long-standing 
vacancies  and  provide  additional  supervisory  control  during  the 
move  to  the  New  Computer  Center. 

40  Non-supervisory  Computer  Systems  Analysts,  GS-334.  The 
average  grade  will  be  GS-13.     These  will  be  assigned  across-the-board 
to  fill  existing  vacant  positions  and  to  provide  additional  advanced 
technical- support  to  the  various  systems  analysis  areas,  especially 
the  programmatic  applications  programming  areas. 
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20-30  Computer  Equipment  Analysts,  GS-334.     Average  grade  will 
be  GS-12.     These  employees  will  be  assigned  to  assist  in  developing 
and  evaluating  procurements  for  hardware  and  in  assessing  current 
hardware  technology  available  on  the  open  market. 

20  Communication  Specialists,  GS-393 .     Average  grade  will  be 
GS-12.     These  employees  will  be  assigned,   in  various  capacities, 
to  assist  in  developing,  maintaining  and,  as  necessary,  recompeting 
host  computers  for  SSA's  Data  Communication  Utility.  Assignments 
will  include  developing  and  reviewing  procurement  documents 
associated  with  the  recompetition . 

20  Computer  Scientist  and/or  Operations  Research  Analysts, 
GS-1515  or  GS-1550.     Average  grade  would  be  GS-12.     These  would  be 
assigned  to  perform  workload  studies,  information  flow  analysis, 
equipment  and  systems  capacity  studies  and  similar  matters.  These 
studies  will  facilitate  the  replacement  of  the  current  computer 
architecture  as  well  as  maximizing  the  use  of  that  architecture 
until  it  can  be  replaced. 

90  Computer  Operations  Personnel  in  the  GS-350  series.  Average 
grade  will  be  GS-3 .     These  employees  will  provide  additional  clerical 
support  to  the  computer  operations  areas  during  the  move  to  the  New 
Computer  Center.     Hiring  these  employees  is  necessitated  by  the  dual 
nature  of  SSA's  computer  operations  during  the  move  as  well  as 
to  alleviate  severe  understaf f ing  that  has  occurred  over  this 
past  year. 

30-40  Clerical  support  and  secretarial  positions  in  the  GS-332, 
GS-335,  GS-312  and  GS-318  position  classifications.     Average  grade 
will  be  GS-4.     Will  be  assigned  to  all  areas  as  necessary  to  fill 
current  and  projected  vacancies. 

FEASIBILITY  OF  CONTRACTING  OUT  SYSTEMS  WORK 

Mr.  Natcher.  Please  describe  any  analysis  you  have  performed 
that  indicates  it  is  more  appropriate  to  hire  government  employees 
rather  than  contract  with  private  industry  to  accomplish  the  work. 

Mr.  Doggette.     With  respect  to  the  question  of  contracting  out,  we 
don't  have  an  'either-or'   situation.  There  is  a  need  for  additional  staff 
in  the  Office  of  Systems,  and  also  there  may  be  work  to  be  contracted 
out.     For  example,  we  are  exploring  the  possibility  of  contracting 
out  work  to  improve  the  documentation  of  present  systems  and 
software  conversion  work  related  to  the  partitioning  strategy.  We 
will  apply  pertinent  guidance  in  exploring  all  areas  where  contracting 
out  appears  to  be  advantageous.     The  increase  in  staff  requested  will 
merely  bring  the  Office  of  Systems  approximately  up  to  the  Systems 
complement  on  board  in  SSA  in  1978. 
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UPGRADE  OF  DATA  ACQUISITION  AND  RESPONSE  SYSTEM 


Mr.  Natcher.     Please  describe  the  reasons  you  are  upgrading  the 
Data  Acquisition  and  Response  System.    What  is  the  expected  life  of 
the  new  equipment?    How  much  of  the  upgrade  is  simply  replacing  old 
equipment  and  how  much  is  enhancement  of  capabilities?    Will  there  be 
any  offsetting  savings  from  this  upgrade? 

Mr.  Doggette.     SSA  presently  operates  with  two  non-compatible 
networks'  to  serve  its  field  offices.     The  first  is  the  SSA  Data 
Acquisition  and  Response  System  (SSADARS)  which  provides  on-line 
telecommunications  service  to  about  half  of  SSA's  remote  locations— 
for  example,  district  offices.     The  other  is  GSA' s  Advanced  Records 
System  (ARS) ,  a  teletype-based  network  which  interfaces  with  Central 
Office  in  a  store-and-forward  mode  of  operation.     Many  system  features 
and  capabilities  are  not  available  to  the  ARS  user  due  to  the  nature 
of  the  teletype  equipment.     Replacement  of  both  SSADARS  and  ARS  with 
the  new  terminals  will  provide  SSA  with  a  single,  internally 
compatible  network.     This  will  eliminate  the  need  to  support  two 
systems,  provide  the  same  level  of  service  to  all  SSA  offices  and 
permit  economies  of  scale  in  network  design. 

The  current  SSADARS  equipment  was  installed  in  the  early  1970' s 
and  has  reached  the  end  of  its  useful  life.     The  maintenance  contract 
on  this  equipment  will  terminate  in  April  1982.     SSA  is  experiencing 
an  increasing  rate  of  equipment  outages  which  disrupt  operations. 
The  replacement  of  the  existing  SSADARS  terminals  will  provide  the 
SSA  with  later-generation  hardware  which  will  be  more  reliable.  The 
new  terminals  have  the  ability  to  be  programmable  thus  offering 
greater  flexibility  in  meeting  new  system  requirements  as  they  arise. 
Unavailable  in  the  current  equipment,  but  provided  with  the  new,  are 
enhanced  security  features,  extensive  self-diagnostics  for  rapid 
error  detection,  the  ability  to  add  various  peripherals  and  general 
purpose  programmability. 

The  system  life  of  the  new  equipment  is  stated  to  be  8  years. 
However,  with  the  exercise  of  options  in  the  later  years  of  the 
contract,  the  system  life  could  be  as  long  as  15  years. 

Initially  the  replacement  of  the  existing  SSADARS  terminals  is 
a  functional  one-for-one  replacement.     For  the  sites  with  ARS  equip- 
ment, the  new  terminals  will  provide  a  pronounced  improvement  in 
operational  capability  and  access  to  the  SSA  Central  Office  systems. 
There  are  approximately  900  sites  on  each  of  the  two  systems. 

With  the  replacement  of  the  ARS  terminals  with  the  new  equipment 
there  will  be  offsetting  savings  sufficient. to.  break  even  on  both 
parts  of  the  system  about  halfway  through  the  systems  life. 
Significant  additional  savings  (approximately  200  work-years)  can  be 
realized  with  the  modularization  of  five  Program  Service  Centers 
using  the  new  terminals.    However,  this  is  not  scheduled  until 
FY  1984. 
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LEGISLATIVE  INITIATIVES  CREATING  ADDITIONAL  SYSTEMS  WORKLOADS 


Mr.  Natcher.    Please  describe  your  dual  approach  to  meeting 
computer  needs  over  the  next  two  or  three  years.     Specifically,  what 
planned  legislative  initiatives  are  creating  the  additional  workload? 

Mr.  Doggette.    Present  SSA  computer  capacity  is  saturated. 
Several  approaches  are  being  pursued  to  accommodate  additional 
processing  requirements  over  the  next  two  or  three  years. 

SSA  is  presently  preparing  a  proposal  to  consolidate  present 
ADP  capacity  with  equipment  that  was  procured  for  the  purpose  of 
facilitating  the  move  to  the  New  Computer  Center  (NCC) .  This 
proposal  includes  replacing  present  peripheral  equipment  (tape  and 
disk  drives)  with  faster,  higher  density  equipment  as  well  as 
augmenting  internal  memory.     In  addition  to  being  able  to  release 
some  of  our  slower,  older  equipment,  this  proposal  will  increase 
production  substantially. 

Additionally,  SSA  is  pursuing  the  possibility  of  off-loading 
some  of  its  present  production  workload  either  to  other  government 
agencies  or  private  industry,  or  both.     This  alternative,  if 
successful,  could  also  provide  the  additional  capacity  necessary 
to  accommodate  new  legislation — both  that  already  enacted  and  that 
planned.     In  the  already-enacted  category  are  the  Disability  Amend- 
ments of  1980.     Automation  for  implementation  of  some  of  the 
provisions  of  this  law  has  been  accomplished,  but  automation  for 
others  has  not.    An  example  in  the  latter  category  is  the  provision 
requiring  offset  of  retroactive  social  security  benefits  for  SSI 
already  paid.    In  the  new  legislation  category,  there  are  the 
President's  social  security  proposals,  such  as  the  proposal  to 
eliminate  the  minimum  benefit  retrospectively.     In  the  SSI  area 
there  is  the  proposal  for  conversion  from  a  prospective  to  a 
retrospective  system  of  recording  change  in  earnings,  living  arrange- 
ments and  related  eligibility  factors. 


ACQUISITION  OF  MAINFRAME  UNDER  PARTITIONING  STRATEGY 

Mr.  Natcher.     Under  the  SSA  Partitioning  Strategy,  the  first 
partition  to  be  undertaken  is  the  Program  Development  and  Test 
Facility.     Will  this  mean  that  whatever  supplier's  mainframe  is 
acquired  for  the  PDTF  will  be  acquired  for  the  other  partitions? 
If  not,  what  linkages  will  there  be  between  the  acquisitions  for  all 
of  the  partitions? 

Mr.  Doggette.     The  acquisition  o£  the  Program  Development  and 
Test  Facility  will  not  mandate  that  all  remaining  partitions  be 
acquired  from  the  same  supplier.     PDTF  is  being  designed  to  be 
able  to  support  software  development  in  a  multiple-vendor-production 
environment.     This  can  be  accomplished  by  restricting  software 
development  to  implementations  in  standardized  high-order  languages, 
such  as  COBOL,  for  which  there  exists  Federally  validated  compilers. 
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Transfer  of  application  systems  from  the  PDTF  to  any  target 
environment  will  be  performed  at  the  source  language  level.    Once  an 
application  system  has  been  fully  developed  and  tested  on  the  PDTF, 
a  team  of  specialists  will  transfer  the  source  programs  to  the  target 
production  system,  recompile  the  programs  using  the  target  system's 
compiler  to  generate  native  machine  language  and  perform  a  validation 
test  using  the  PDTF  test  data  to  verify  that  no  portability  problems 
were  encountered. 


COST  OF  PARTITIONING  STRATEGY 


Mr.  Natcher.  What  estimate  have  you  prepared  of  the  conversion 
costs  of  the  Partitioning  Strategy?  How  much  art  these  costs  likely 
to  be  under  a  non-compatible  acquisition? 

Mr.  Doggette.     We  are  unable  to  estimate  the  total  conversion 
cost  of  the  -  Partitioning  Strategy.     However,  we  Lave  customer  agree- 
ments with  the  Federal  Conversion  Support  Center  (FCSC)  of  GSA  to 
estimate  the  conversion  cost  of  our  SSADARS  partition  and  our  Admini- 
strative and  Management  Information  partition.     The  FCSC  has  completed 
study  for  our  SSADARS  partition  and  the  conversion  cost  is  estimated 
to  be  $17.8  million.     FCSC  has  not  completed  the  conversion  study  on 
our  Administrative  and  Management  Information  partition.     There  are 
four  other  partitions  that  require  a  conversion  study  and  customer 
agreements  for  these  studies  will  be  consumated  in  the  near  future. 
The  conversion  cost  is  partially  due  to  past  lack  of  adherence  to 
Federal  Information  Processing  Standards  (FIPS)  as  well  as  lack  of  adequate 
documentation  for  existing  software  systems.     We  are  unable  to 
estimate  that  portion  of  the  software  conversion  cost  attributable 
to  the  differences  in  machine  architecture  as  opposed  to  that  portion 
associated  with  software  development  practices  of  the  past.     We  must 
upgrade  our  software  as  well  as  our  hardware  and  in  so  doing  we  will 
have  to  incur  some  portion  of  the  conversion  cost  irrespective  of 
our  ultimate  procurement  strategy  on  each  partition.     On  one  partition 
we  may  opt  to  limit  the  procurement  to  a  compatible  architecture  and 
immediately  embark  on  a  redesign,  while  on  another  partition  we  may 
pursue  the  software  conversion.     The  procurement  strategy  on  each 
partition  will  depend  upon: 

(1)  reducing  operational  risks 

(2)  maximizing  competition 

(3)  improving  our  software  environment 
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ADP  PERFORMANCE  MANAGEMENT  PROGRAM 


Mr.  Natcher.  Please  describe  in  detail  your  ADP  Performance 
Management  Program.     To  what  extent  does  it  entail  the  following: 

-Determination  of  specific  hardware  component  bottleneck? 
-Rewritting  programs  to  gain  efficiency? 
-Eliminating  marginally  useful  programs? 

-Restructuring  user  charge-back  schemes  to  encourage  efficient 
machine  use? 

-Shifting  workload  from  interactive  processing  to  batch? 
-Shifting  workload  to  non-prime  hours? 

Mr.  Doggette.     The  ADP  Performance  Management  Program  that  has 
been  established  within  SSA  consists  of  the  following  major  functions 

1.  ADP  Workloads  Forecasting  and  Analysis 

2.  ADP  Capacity  Planning 

3.  ADP  Performance/ Resource  Utilization  Data  Gathering, 
Maintaining  and  Reporting 

4.  ADP  Performance  Evaluation,  Review  and  Control 

The  details  of  the  ADP  Capacity  Management  Program  are  provided 
in  a  separate  paper  we  will  forward  to  the  Committee  staff. 
Implementation  of  the  comprehensive  capacity  management  program  has 
not  been  completed.     Initial  implementation  of  several  major 
components  of  the  program  have  been  completed.     Several  enhancements 
currently  are  underway.     The  program  is  specifically  aimed  at 
identifying  system  (hardware/software)  bottlenecks  in  early  stages 
identifying  high  resource  consumption  programs  for  optimization, 
assisting  in  redesigning  and  restructuring  inefficient  programs, 
establishing  a  comprehensive  resource  accounting  and  cost  attribution 
system. 

The  workload  is  shifting  from  batch  to  interactive  especially 
in  the  program  development,  maintenance  and  test  areas.     The  shifting 
of  workloads  to  non-prime  hours  has  been  explored  where  possible. 
However,   several  SSA  workloads  such  as  that  of  SSA's  Data  Acquisition 
and  Response  System  (SSADARS)  and  Test  Time  Sharing  Facility  (TTSF) 
can  not  be  shifted  to  non-prime  hours. 
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JUSTIFICATION  OF  INCREASED  CPU  CAPACITY  FROM  BRIDGE  COMPUTERS 

Mr.  Natcher.     How  will  you  assure  that  the  excess  capacity 
available  from  the  "bridge"  computers  is  either  removed  or  justified 
as  required? 

Mr.  Doggette.     The  capacity  of  SSA's  currently  operational 
configurations  and  those  planned  in  the  new  computer  center  (NCC) 
have  been  studied  extensively  using  the  latest  tools  and  techniques. 
To  this  end,  SSA  obtained  the  expert  services  from  a  consulting 
agency,  Federal  Computer  Performance  Evaluation  and  Simulation 
Center  (FEDSIM) .     The  detailed  analyses,  conducted  by  FEDSIM  and 
SSA's  Division  of  ADP/TC  Capacity  Management,  culminated  in  the 
development  of  a  consolidation  proposal.     The  quantitative  analyses 
conducted  as  part  of  the  consolidation  proposal  conclude  that  the 
specific  planned  alternatives  result  in  an  increase  in  overall  CPU 
capacity.     The  increase  in  capacity  is  explicitly  and  separately 
justified. 

RELATIONSHIP  BETWEEN  BRIDGE  AND  PARTITIONING  STRATEGY  ACQUISITIONS 

Mr.  Natcher.     What  is  the  relationship  between  the  bridge 
acquisition  and  the  Partitioning  Strategy  acquisitions? 

Mr.  Doggette.     The  basic  purpose  of  the  bridge  machines  was  to 
acquire  a  minimum  parallel  system  configuration  to  facilitate  the 
major  move  of  SSA's  ADP  systems  to  the  NCC  without  interruption  of 
service  to  beneficiaries.     The  objective  of  partitioning  strategy 
is  to  group  various  types  of  SSA  workloads  into  compatible  or 
homogeneous  groups  called  "partitions"  so  that  each  of  these  could 
be  individually  and  independently  recompeted.     This  is  to  allow  SSA 
to  acquire  sufficient  ADP  capacity  through  competition  to  handle 
future  workloads.     The  time  frame  for  implementation  of  the 
partitioning  strategy  is  6  years.     The  bridge  machine  acquisition 
and  partitioning  strategy  implementation  are  two  independent  plans 
with  separate  objectives. 
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APPROPRIATION  LANGUAGE  ON  PRIOR  YEAR  CLAIMS 


Mr.  Natcher.     The  bill  language  in  the  justification  proposes1 
to  delete  the  appropriation  limitation  on  prior  year  claims.  We 
understand  the  Department  has  changed  its  mind  and  now  wants  this 
retained.    How  much  in  prior  year  claims  is  affected  by  this 
language? 

Mr.  Itteilag.    At  the  time  the  March  revised  budget  was 
released,  the  magnitude  of  the  prior  year  claims  problem  was  not 
known.     Since  that  time,  it  has  come  to  our  attention  that  over 
$500  million  in  claims  are  payable  under  the  provisions  of 
P.L.  96-272,  The  Adoption  Assistance  and  Child  Welfare  Act  of 
1980,  and  not  payable  under  the  provisions  of  P.L.  96-536,  the 
Second  Continuing  Resolution  for  Fiscal  Year  1981.  These 
estimated  claims  are  distributed  by  program  as  follows: 


Medicaid  $308  million 

Title  IVA/E  Foster  Care  $217  million 

AFDC  $4  million 

Title  XX  Social  Services  $2  million 

Total  $531  million 


Mr.  Natcher.     If  Congress  wishes  to  continue  the  policy 
of  denying  claims  that  are  submitted  more  than  two  years  after 
the  service,  do  we  need  to  include  this  language  each  year? 

Mr.  Itteilag.    The  Secretary  is  currently  reviewing  a  decision 
memorandum  on  the  issue  of  how  to  deal  with  these  claims  in 
FY  1982  and  we  will  advise  you  of  his  decision  as  soon  as 
it  is  available. 
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MINORITY  STAFFING 


Mr.  Stokes.    Will  you  provide  for  the  record  a  breakdown  of 
SSA  staffing  in  the  following  manner? 

— Total  SSA  Staff  -  Total  Minority  -  Percent  Minority 
— Total  SSA  Technical/Professional  -  Minority  Technical/ 

Professional  -  Percent  Minority 
— Total  SSA  Clerical  -  Minority  Clerical  -  Percent  Minority 
— Total  SSA  Managerial  -  Minority  Managerial  -  Percent 

Minority 

— Total  SSA  Senior  Executive  Service  -  Minority  SES  -  Percent 
Minority 

Mr.  Doggette.     Yes  sir.     That  breakdown  is  as  follows: 
SSA  WORKFORCE  PROFILE  AS  OF  SEPTEMBER  30,  1980 


(FULL-TIME  PERMANENT  EMPLOYEES  ONLY) 

TOTAL  TOTAL  MINORITY  % 

ALL  MINORITY  OF  TOTAL 

All  Employees                        73,964  23,182  31.3 

Professional                       1,234  131  10.6 

Adminstrative                    26,879  5,316  19.8 

Technical                           17,676  5,721  32.4 

Clerical                              27,704  11,696  42.2 

Other                                       471  318  67.5 

SES                                            60  10  16.7 


NOTE :     The  above  figures  reflect  the  PATCO 
(professional,  administrative,  tech- 
nical, clerical  and  other)  groupings 
as  determined  by  the  Equal  Emplyoment 
Opportunity  Commission.  Managerial 
employees  would  be  included  in  each 
of' the  first  three  groups  and  are  not 
reported  separately. 
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HEARINGS  AND  APPEALS 


Mr.  Stokes.     Two  areas  my  constituents  frequently  complain  about 
is  the  length  of  time  it  takes  to  schedule  a  hearing  for  appeal  of 
a  denied  disability  claim,  and  then  after  the  hearing,  the  length 
of  time  it  takes  for  a  decision  to  be  reached.     For  example,     I  know 
of  one  person  who  requested  a  hearing  in  January  and  has  not  yet 
received  notice  that  one  has  been  scheduled.     Similarly,  I  know  of 
someone  whose  hearing  was  held  in  November  of  last  year  and  has  not 
yet  received  a  decision.     Would  you  say  that  these  examples  consti- 
tute the  norm  or  the  exception?    What  is  the  average  length  of  time 
it  takes  to  schedule  a  hearing  on  denied  disability  claims?  What 
is  the  average  length  of  time  it  takes  to  render  a  decision? 

Mr.  Doggette.     During  March  1981  the  average  time  between  the 
request  for  hearing  filed  and  the  hearing  held  was  120  days  and  the 
average  time  between  the  request  for  hearing  filed  and  a  decision 
by  the  ALJ  was  165  days.     In  light  of  these  statistics  the  example 
of  the  individual  who  requested  the  hearing  in  January  1981  and  ^.  had', 
not  yet  been  scheduled  is  about  normal;  however,  the  other  example 
would  be  considered  an  exception. 

Mr.  Stokes.     What  is  SSA  doing  to  improve  its  performance  in 
these  areas? 

Mr.  Doggette.     The  Administration  is  concerned  with  the  high 
rate  of  increase  in  hearing  receipts  and  with  the  impact  this  in- 
crease can  have  on  SSA's  objective  of  providing  prompt  and  accurate 
hearing  decisions  to  the  claimant.     Although  ALJs  are  issuing 
record  dispositions,  the  constant  increase  in  the  number  of  hearings 
requests  which  are  received,  correspondingly  increases  the  number 
of  cases  pending.     Additional  measures  are  underway  within  OHA  to 
address  the  increasing  receipt  and  pending  levels.     These  measures 
are  addressed  to  enhancing  the  ability  of  OHA  field  staff  to  process 
social  security  cases  as  expeditiously  as  possible  with  no  diminu- 
tion in  quality  of  services.     Examples  of  these  measures  include  the 
provision  of  staff  attorney  support  to  ALJs  in  writing  decisions; 
detailing  hearings  and  appeals  analysts  from  headquarters  to  assist 
ALJs  in  writing  decisions;   implementation  of  an  experimental  pro- 
gram whereby  hearing  assistants  in  some  offices  perform  decision 
writing  functions  under  appropriate  ALJ  supervision;  reconfiguration 
of  support  staff  in  six  experimental  offices,  supplanting  the 
traditional  ALJ  unit  with  support  staff  "teams"  in  an  effort  to 
facilitate  case  processing;  and  the  continuing  transfer  of  cases, 
both  within  regions  and  between  regions,  to  bring  into  balance 
temporary  inequities  between  workload  and  on-board  staff  resources. 

Mr.  Stokes.     Will  any  new  resources  be  applied  to  the  hearings 
and  appeals  workload  in  either  FY  1981  or  FY  1982? 

Mr.  Doggette.  In  FY  1981  we  will  devote  277  more  work-years  to 
processing  hearing  workloads  than  were  used  in  FY  1980.  In  FY  1982, 
the  increase  over  the  FY  1980  level  will  be  568  work-years. 
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MINIMUM  BENEFIT  AND  SSI 


Mr.  Stokes.  Can  you  give  us  a  demographic  profile  of  the  popu- 
lation which,  currently  receives  the  Social  Security  minimum  benefit? 

Mr.  Doggette.     About  3.0  million  beneficiaries  in  July  1980 
qualified  for  a  benefit  based  on  the  minimum  primary  insurance 
amount  (PIA) ;  however,  about  1  million  of  these  receive  total  Social 
Security  benefits  that  are  higher  than  the  minimum  because  they  are 
dually  entitled.     That  is,  they  have  a  minimum  PIA  based  on  their 
own  earnings  record,  but  are  also  entitled  to  a  higher  secondary 
benefit  as  a  spouse  or  surviving  spouse.     Their  own  minimum  benefit 
is,  in  essence,  replaced  by  the  benefit  as  a  spouse,  a  widow,  or 
widower.     Under  the  proposal  to  eliminate  the  minimum  benefit, 
dually-entitled  beneficiaries,  thus,  will  not  lose  anything  in 
benefits. 

Of  the  remaining  2  million  recipients  with  benefits  based  on  the 
minimum  PIA,  approximately  .2  million  are  children,  and  the  remain- 
der, 1.3  million  are  women  and  .5  million  are  men.     The  median  age 
for  retired  worker  beneficiaries  receiving  the  minimum  was  73, 
compared  to  71  for  all  retired  worker  beneficiaries.     Blacks  repre- 
sented 14  percent  of  retired  workers  awarded  the  minimum  PIA  in 
1976. 

Mr.  Stokes.     What  proportion  of  minimum  benefit  recipients 
would  be  eligible  for  additional  SSI  payments? 

Mr.  Doggette.     About  500,000  minimum  benefit  recipients  already 
receive  SSI  and  would  receive  increased  SSI  payments.  Another 
500,000  are  currently  eligible  for  SSI  but  have  not  applied  for  it. 
In  addition,  an  estimated  80,000  people  will  be  newly  eligible 
for  SSI  when  the  minimum  benefit  is  eliminated.     In  all,  approxi- 
mately one-third  of  the  people  who  now  receive  benefits  based  on 
the  minimum  PIA  would  be  eligible  for  additional  SSI  payments. 

Mr.  Stokes.  Would  the  additional  SSI  income  received  by  these 
individuals  offset,  dollar  for  dollar,  income  lost  under  the  termi- 
nation of  minimum  benefit  payments? 

Mr.  Doggette.     SSI  sets  a  monthly  income  guarantee  level,  which 
is  offset  dollar  for  dollar  by  income  from  other  sources  of  non- 
wage  income  such  as  Social  Security.     The  first  $20  of  non-wage 
income  is  disregarded  in  determining  the  offset.     Almost  every 
person  now: receiving  the  Social  Security  minimum  benefit  and  also 
eligible  for  SSI  will  have  his  or  her  potential  SSI  benefit  increased 
by  the  same  amount  as  the  Social  Security  benefit  is  reduced,  leaving 
total  benefits  the  same  as  before  the  change.     If  an  SSI  recipient's 
Social  Security  benefit  was  reduced  to  less  than  the  $20  SSI  disregard 
and  the  beneficiary  had  no  other  income,  there  would  be  some  reduction 
in  total  benefits.     This  is  very  unlikely,  however,  since  only  1  or  2 
percent  of  those  with  minimum  PIA's  would  have  their  PIA's  reduced  to 
less  than  $20. 
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IMPLEMENTATION  OF  THE  ELIMINATION  OF  THE  MINIMUM  BENEFIT 

Mr.  Stokes.     How  would  the  proposed  minimum  benefit  termination 
be  implemented?     In  other  words  would  you  have  to  look  at  each  case 
individual ly? 

Mr.  Doggette.    Approximately  3  million  persons  are  now  receiving 
the  minimum  benefit.     We  would  not  look  at  individual  cases  except 
in  those  instances  where  the  automated  system  cannot  complete  the 
action. 

Mr.  Stokes.     Isn't  this  a  costly  proposal  to  implement? 

Mr.  Doggette.     The  supplemental  budget  request  assumes  that 
it  will  be  necessary  to  do  the  job  manually.     This  is  the  worst 
case  assumption.     When  the  legislation  is  enacted,  funds  will  be 
used  only  to  the  extent  necessary. 

Mr.  Stokes.  What  do  you  estimate  to  be  the  administrative 
expense  associated  with  terminating  the  Social  Security  minimum 
benefit? 

Mr.  Doggette.     As  SSA  requested  a  1981  supplemental  budget 
request  of  $67.7  million  and  requested  $170.0  million  for  1982  to 
be  made  available,  upon  enactment  of  this  and  the  other  Social 
Security  proposals  which  are  part  of  the  President's  Program 
for  Economic  Recovery.     More  than  90  percent  of  these  administrative 
funds  are  for  the  proposal  to  eliminate  the  minimum  benefit 
retrospectively  August  1981.     The  budget  request  assumes  it  will 
be  necessary  to  do  the  job  manually.     This  is  a  worst  case 
assumption. 

Mr.  Stokes.     What  is  the  total  net  savings  (considering 
administrative  costs  and  additional  SSI  payments)  associated  with 
terminating  the  Social  Security  minimum  benefit? 

Mr.  Doggette.     By  eliminating  the  minimum  monthly  benefit 
retrospectively  effective  August  1981  we  estimate  that  the  net 
savings  on  a  cumulative  basis  would  be  about  $5.2  billion  by  the 
end  of  fiscal  year  1986. 
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COLLECTION  OF  RACE /ETHNIC  DATA  VIA  SS-5  APPLICATION 


Mr.  Roybal.    Has  the  SS-5  application  form  been  changed  so  that 
we  now  collect  race/ethnic  data  when  an  individual  applies  for  Social 
Security? 

Mr.  Doggette.     We  have  always  collected  some  race/ethnic  data  on 
the  form  SS-5.     The  race/ethnic  data  is  collected  in  connection  with 
SSA's  responsibility  to  study  the  effects  of  its  programs  on  all 
facets  of  the  American  population.     Until  last  year  the  data  was  only 
collected  in  the  categories  of  "white",  "black"  and  "other".     In  line 
with  Administration  policy,  we  have  expanded  coverage  to  elicit 
previously  uncollected  data  about  individuals  of  Hispanic,  American 
Indian  and  Asian  extraction.     The  expanded  data  is  collected  on  a 
new  version  of  form  SS-5  which  we  began  using  on  November  3,  1980. 
The  race/ethnic  categories  on  the  new  form  SS-5  are  as  follows: 

a.  Asian,  Asian-American  or  Pacific  Islander  (includes  persons 
of  Chinese,  Filipino,  Korean,  Samoan,..  etc.,  ancestry  or 
descent) . 

b.  Hispanic  (includes  persons  of  Chicano,  Cuban,  Mexican  or 
Mexican-American,  Puerto  Rican,  South  or  Central  American, 
or  other  Spanish  ancestry  or  descent). 

c.  Negro  or  Black  (not  Hispanic). 

d.  North  American  Indian  or  Alaskan  Native. 

e.  White  (not  Hispanic). 


HISPANIC  BENEFICIARIES 

Mr.  Roybal.    What  progress  has  the  Social  Security 
Administration  made  in  acquiring  better  data  on  the  Hispanic 
beneficiary  population? 

Mr.  Doggette.    We  began  in  October  1980  the  collection  of 
data  on  Hispanic  claimants  and  beneficiaries  by  installing 
permanent  indicators  on  our  two  major  beneficiary  computer  record 
systems,  the  Master  Beneficiary  Record  (MBR)  and  the 
Supplemental  Security  Record  (SSR) ,  to  identify  those  who  request 
notices  in  Spanish. 

RACE /ETHNIC  DATA 

Mr.  Roybal.  How  much  money  will  b*  allocated  in  FY  8.2  to  the 
acquisition  of  better  data  on  racial/ethnic  minorities? 

Mr.  Doggette.     The  Social  Security  Administration  does  not 
budget  explicitly  for  collection  of  data  on  racial/ethnic  minori- 
ties.    Resources  for  the  initiatives  described  above  are  incorpor- 
ated into  the  total  budget  for  the  components  which  carry  them 
out,  and  are  not  separately  identifiable. 
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SURVEY  OF  INCOME  AND  PROGRAM  PARTICIPATION 


Mr.  Roybal.  Last  year  this  subcommittee  did  not  fund  the  Survey 
on  Income  and  Program  Participation.  If  we  delay  funding  this  survey 
another  year,  will  all  the  start-up  work  on  this  survey  be  lost? 

Mr.  Doggette.  No,  a  year's  delay  would  not  cause  any  loss  of 
the  start-up  work  that  has  already  gone  on.  We  would  continue  our 
analysis  of  the  data  in  the  survey  done  in  1979. 


ILLEGAL  ALIENS  AND  AFDC 

Mr.  Roybal.     I  am  interested  in  the  project  that  you  have  planned 
for  the  upcoming  year  to  establish  linkages  with  the  Immigration 
and  Naturalization  Service  to  screen  illegal  aliens.     What  data  do 
you  now  have  showing  illegal  aliens  using  AFDC? 

Mr.  Doggette.     At  present  we  have  no  data  about  illegal  alien 
using  AFDC. 


REDUCED  FUNDING  FOR  SSI  VOCATIONAL  REHABILITATION 


Mr.  Roybal.     You  are  proposing  to  save    $16 , 735 ,000  by 
reducing  the  funding  for  vocational  rehabilitation  services  to 
disabled  SSI  recipients.     In  the  Justifications  you  state  that 
"we  will  provide  reimbursement  only  for  those  beneficiaries  who 
have  been  rehabilitated  successfully."    Doesn't  this  policy 
encourage  the  States  to  only  provide  vocational  rehabilitation 
for  those  individuals  with  high  chances  of  success  and  to 
ignore  those  who  may  succeed  but  are  marginal? 

Mr.  Doggette.     The  SSI  vocational  rehabiltiation  program  has 
never  been  proven  cost  effective,  and  our  primary  objective  is 
to  eliminate  the  program  as  proposed  to  the  Ways  and  Means 
Committee.     In  the  meantime,  targeting  limited  resources  to 
those  situations  with  a  greater  probability  of  improvement  and 
subsequent  return  to  work  should  help  maximize  the  cost 
effectiveness  of  these  SSI  expenditures. 

Mr.  Roybal.     In  terms  of  beneficiaries,  how  many  individuals 
will  be  affected  by  these  cutbacks? 

Mr.  Doggette.  We  expect  that  approximately  30,000  individuals 
will  be  affected. 
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CHILD  SUPPORT  INCENTIVE  PAYMENTS 

Mr.  Roybal.     It  is  my  understanding  that  administrative  costs 
for  the  child  support  program  are  split  25%  by  the  States  and 
75%  by  the  federal  government.     Yet,  the  percentage  a  State  receives 
from  collections  varies  according  to  its  AFDC  program.     For  the 
record,   list  by  State  what  percentage  of  collections  each  State 
receives  including  its  157o  incentive. 

Mr.  Doggette.     The  following  table  shows  the  percentage  that 
each  State  receives,  including  its  15%  incentive,  of  the  total  AFDC 
collections  for  1980. 

1980  Collections 
Percent  of  Collections  Plus  Incentives  by  State 


State 

Percentage 

State 

Pgitcgti  t 

Alabama 

36 

Nebraska 

55 

Alaslca 

47 

Neva  da 

63 

Arizona 

71 

New  Hampshire 

44 

Arkansas 

37 

New  Jersey 

64 

Ca lif ornia 

65 

New  Mexico 

37 

Colorado 

58 

New  York 

66 

Connecticut 

56 

North  Carolina 

47 

Delaware 

56 

North  Dakota 

53 

Dist.  of  Col. 

47 

Ohio 

60 

Florida 

53 

Oklahoma 

44 

Georgia 

43 

Oregon 

46 

Hawaii 

58 

Pennsylvania 

58 

Idaho 

36 

Rhode  Island 

46 

Illinois 

58 

South  Carolina 

22 

Indiana 

50 

South  Dakota 

33 

Iowa 

57 

Tennessee 

44 

Kansas 

55 

Texas 

40 

Kentucky 

43 

Utah 

43 

Louisiana 

42 

Vermont 

37 

Maine 

36 

Virginia 

49 

Maryland 

54 

Washington 

55 

Massachusetts 

53 

West  Virginia 

33 

Michigan 

65 

Wisconsin 

57 

Minnesota 

65 

Wyoming 

51 

Mississippi 

6 

Guam 

55 

Missouri 

52 

Puerto  Rico 

11 

Montana 

38 

Virgin  Islands 

33 

DUE 

PROCESS  IN  THE  CHILD 

SUPPORT  PROGRAM 

Mr.  Roybal.     In  your  Child  Enforcement  Support  program  what 
regulations  or  guidelines  are  given  to  the  States  so  that  due  pro- 
cess is  followed? 

Mr.  Doggette.  The  States  administer  the  Child  Support  Enforce- 
ment program  pursuant  to  State  law  and  the  procedures  governing 
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establishment  of  paternity  and  the  establishment  and  enforcement  of 
child  support  obligations.     These  laws  and  procedures  must  be  con- 
sistent with  due  process  of  law  as  guaranteed  by  State  constitutions 
and  the  U.S.  Constitution. 

Mr.  Roybal.  How  many  of  the  parents  who  did  not  make  payments 
for  child  support  were  jailed  in  1980? 

Mr.  Doggette.  We  have  no  way  of  knowing  how  many  parents  were 
jailed  for  failure  to  make  child  support  payments  since  there  is  no 
Federal  report  which  requires: collection  of  this : information . 


ADMINISTRATIVE  COSTS  FOR  THE  CHILD  SUPPORT  ENFORCEMENT  PROGRAM 


Mr.  Roybal.     Excluding  collections,  how  much  of  the  projected 
$458  million  in  State  and  local  administration  costs  will  the 
Federal  government  pay  for  in  FY  1982? 

Mr.  Doggette.     The  $458  million  represents  the  total  Federal 
share  of  costs. 

Mr.  Roybal.     What  is  the  ratio  of  Federal  dollar  spent  to 
dollar  collected  for  this  program? 

Mr.  Doggette.     Projections  for  1982,  show  that  for  every  Federal 
dollar  spent  the  Federal  government  receives  $   .66  for  its  share  of 
collections.     This  calculation  does  not  include  collections  on  behalf 
of  non-AFDC  families. 

Mr.  Roybal.     What  is  the  ratio     of  State  dollar  spent  to 
collection  dollar? 

Mr.  Doggette.     Projections  for  1982  show  that  for  every  State 
dollar  spent  the  States  receive  $3.24  for  their  share  of  collections. 
This  also  does  not  include  collections  on  behalf  of  non-AFDC  families. 

Mr.  Roybal.  I've  heard  some  States  are  not  collecting  enough 
monies  to  equal  their  collection  costs.  Which  States,  if  any,  are 
these? 

Mr.  Doggette.     There  are  nine  States  or  jurisdictions  in  which 
the  States  share  of  total  administrative  costs,   including  costs  of 
non-AFDC  collections,  exceed  the  State  share  of  AFDC  collections 
plus  incentive  payments.     These  States  are:     Alaska,  Arizona, 
District  of  Columbia,  Mississippi,  Nevada,  Oklahoma,  Puerto  Rico, 
Texas  and  the  Virgin  Islands. 

Mr.  Roybal.     How  much  of  the  Federal  administrative  costs  are 
going  to  collecting  monies  from  non-AFDC  parents? 

Mr.  Doggette.     The  Federal  share  of  administering  the  non-AFDC 
portion  of  the  program  was  $51  million  for  1980.     This  number  is 
based  on  State  reports  which  may  underestimate  actual  non-AFDC  costs. 


78-993   O— 80  23 


352 


JUSTIFICATION  OF  BUDGET  ESTIMATES 

DEPARTMENT  OF  .jEfiLiHi  POD  IfJMAS  SERVICES 
SOCIAL  SECURITY  AQvmrcSTRATION 


Payments  to  Social  Security  Trust 
Funis  

Special  Benefits  for  Disabled  Coal 
Miners  

Supplenental  Security  Income 
Progran  

Assistance  Payments  

Energy  S  Emergency  Assistance 
Grant  Program  

Limitation  on  Administrative 
Expenses  

Survey  of  Income  and  Program 
Participation  


1982  .Revised  Request 


Positions  Amount  No. 

$848,698,000  1 

178  1,098,765,000  l7 

  7,754,477,000  35 

1,076  8,073,443,000  63 

40  1,400,000,000  123 

78,342  3,318,680,000  137 

26  8,000,000  221 


353 


1 

DEPARTMENT  OF  HEALTH,  AND  HUMAN  SERVICES 

SOCIAL  SECURITY  ADMINISTRATION 
Payments  to  Social  Security  Trust  Funds 


FY  1982  Budget  Page  No. 

Appropriation  language   3 

Amounts  available  for  obligation   4 

Summary  of  changes   4 

Budget  authority  by  activity   6 

Budget  authority  by  object   6 

Authorizing  legislation   7 

Table  of  estimates  and  appropriations   8 

Justification: 

A.  General  statement   9 

B.  Military  service  credits  ,   10 

C.  Special  payments  for  certain  uninsured  persons   12 

D.  Pension  reform   14 

E.  Survey  of  income  and  program  participation   15 
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SOCIAL  SECURITY  ADMENISTRATICN 
Payments  to  Social  Security  Trust  Funds 

For  payment  to  the  Federal  0 ld-Age  and  Survivors  Insurance  and  the  Federal 
Disability  Insurance  Trust  Funds,  as  provided  under  section  201(g)  (1)-,  217(g), 
228(g),  229(b),  702  and  1131(b)(2)  of  the  Social  Security  Act,  ($672,225,000) 

$848,  698,000. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

-SOCIAL  SECURITY  ADMINISTRATION 
Payments  to  Social  Security  Trust  Funds 

Amounts  Available  for  Obligation 

1980  1981  1982 

Actual  Estimate  Estimate 

Appropriation   $676,933,000        $672,066,000  $848,698,000 

Summary  of  Changes 

1981  Budget  Authority   $672,066,000 

1982  Budget  Authority   848,698,000 

Net  Change  *   +$176,632,000 

1981  Base  Change  from  Base 

Increase 

A.  Built-in ; 

1 .  Military  service  credits 
-increase  in  statutorily 
determined  annual  reimburse- 
ment to  the  trust  funds  for 

pre-1957  credits   446,000,000  +171,000,000 

-increase  in  beneficiaries  and 
benefit  amounts  related  to 

post-1956  credits   74,516,000  +11,027,000 

2.  Pension  reform   1,741,000   +7,000 

Subtotal   +182,034,000 

B.  Program 

1.    Survey  of  income  and  program 

participation  ( SIPP) -reimbursement 
to  OASI  trust  fund  for  costs 
incurred  relating  to  general 

fund  income  maintenance  programs...    +4,000,000 


Subtotal 


+186,034,000 
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1981  Base  Change  from  Base 

Decreases 

A.  Built-in 

1 .  Special  payments  for  certain 
uninsured  persons-reflects  a 
decreasing  beneficiary 

population   149,809,000  -9,402,000 


Net  Change 


+176,632,000 
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Budget  Authority  by  Activity 

•  1980  1981 
 Actual  Estimate 

Military  service  credits...  $510,795,000  $520,516,000 

Special  payments  for 

certain  uninsured  persons..  164,069,000  149,809,000 

Pension  reform   2,069,000  1,741,000 

(obligations)   (154,000)  (1,741,000) 

Survey  of  income  and 
program  participation 

(SIPP)    =    

Total  budget  authority   $676,933,000  $672,066,000 

(obligations)   ($675,018,000)  ($672,066,000) 


1982 
Estimate 


$702,543,000 


140,407,000 


1,748,000 
(1,748,000) 


4,000,000 

$848,698,000 
($848,698,000) 


Budget  Authority  by  Object 


1981 

 Estimate 

Other  services   $1,741,000 

Insurance  claims  and 

indemnities   670,325,000 

TOtal  budget  authority   $672,066,000 


1982 
Estimate 


Increase 

or 
Decrease 


$5,748,000 

842,950,000 
$848,698,000 


+$4,007,000 

+172,625,000 
+$176,632,000 
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Payments  to  Social 
Security  Trust  Funds 
(sections  201(g)(1), 
217(g),  228(g),  229(b), 
702  and  1131(b)(2)  of 
the  Social  Security 
Act,  as  amended)  


Authorizing  Legislation 
1981 

Amount  1981 
Authorized  Estimate 


1982  1982 
Amount  Budget 
Authorized  Request 


Indefinite    $672,066,000    Indefinite  $848,698,000 
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Payments  to  Social  Security  Trust  Funds 


Budget 

Estimate  Itouse  Senate 


Tb  Congress      Allowance        Allowance  Appropriation 


1973 

525,645,000 

525,645,000 

525,645,000 

525,645,000 

1974 

493,788,000 

493,788,000 

493,788,000 

493,788,000 

1975 

499,323,000 

499,323,000 

499,323,000 

499,323,000 

1976 

515,317,000 

515,317,000 

515,317,000 

515,317,000 

1977 

716,902,000 

716,902,000 

716,902,000 

716,902,000 

1978 

741,203,000 

741,203,000 

741,203,000 

741,203,000 

1979 

760,774,000 

760,774,000 

760,774,000 

760,774,000 

1980 

676,933,000 

676,933,000 

676,933,000 

676,933,000 

1981 

673,225,000 

672,225,000 

672,066,000  V 

1982 

848,698,000 

1/   This  amount  reflects  the  annual izat ion  of  P.L.  96-536. 
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Justification 
Payments  to  Social  Security  Trust  Funds 


Increase 

1981 

1982 

or 

Estimate 

Estimate 

Decrease 

Payments  to  social  security  trust 

$672,066,000 

$848,698,000 

+$176,632,000 

General  Statement 

This  appropriation  request  covers  four  Federal  fund  payments  to  the  Social 
Security  Trust  Funds.    The  four  payments,  totaling  $848,698,000  are  to  put  the 
trust  funds  in  the  same  financial  position  they  would  have  been  had  they  not 
borne  the  cost  of  benefits  or  administrative  expenses  chargeable  to  Federal 
funds.    The  four  payments  are:  military  service  credits,  special  payments  to 
certain  uninsured  persons,  pension  reform  and  the  Survey  of  Income  and  Program 
Participation. 

Highlights  of  1981  -  1982  Budget  Request 

We  have  included  the  Survey  of  Income  and  Program  Participation  for  1982  as  a 
new  activity.    The  Federal  payment  to  the  trust  funds  supports  the  portion  of 
that  activity  which  is  designed  to  assess  the  effect  of  general  fund  programs  on 
their  target  population. 

The  Social  Security  Administration  wishes  to  bring  to  the  attention  of  the 
Congress  changes  to  the  budget  estimates  for  1981  based  on  actual  experience. 

1981  1981 
Appropriation  Revised 
(H.R.  7998)  Estimate  Change 

Military  service  credits   $520,516,000  $520,516,000  -0- 

Special  payments  for  certain 

uninsured  persons   149,809,000  149,809,000  -0- 

Pension  reform   1,900,000  1 ,741 ,000  -159,000 

Total  Budget  Authority   $672,225,000  $672,066,000  -159,000 


Estimates  for  pension  reform  have  been  updated  to  reflect  more  recent 
experience . 
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Military  Service  Credits 
Authorizing  Legislation:    Section  217(g)  and  229(b)  of  the  Social  Security  Act 


1981 
Current 
Estimate 

1982 
Estimate 

Increase 

or 
Decrease 

Military  Service  Credits 

$520,516,000 

$702,543,000 

+$182,027,000 

Purpose  and  Method  of  Operations 

The  purpose  of  this  payment  is  to  reimburse  the  Federal  Old-Age  and  Survivors 
Insurance  (OASI)  and  Disability  Insurance  (DI)  trust  funds  for  the  cost  of 
benefits  paid  as  a  result  of  granting  nonoontributory  credit  for  military 
service. 


The  1946  Social  Security  Amendments  provided  for  payment  for  benefits  to  World 
War  II  veterans  and  their  survivors  based  upon  nonoontributory  wage  credits  of 
$160  for  each  month  of  the  veteran's  active  military  service.  Subsequent 
amendments,  extended  the  period  for  which  nonoontributory  wage  credits  were 
granted  through  December  1956.    For  that  period,  the  Social  Security  Act  did  not 
require  contributions  to  the  trust  funds  based  on  the  wages  of  individuals  in 
the  military  service.    The  Servicemen's  and  \feterans '  Survivor  Benefits  Act  of 
1956  further  amended  the  Social  Security  Act  to  provide  for  contributions  based 
on  military  service  wages  beginning  January  1957. 

To  finance  the  additional  costs  incurred  in  paying  benefits  which  are  based  on 
periods  of  military  service  for  which  no  contributions  were  made,  the  Social 
Security  Act  provides  for  reimbursement  to  the  OASI  and  the  DI  trust  funds  from 
the  general  fund  of  the  Treasury.    Section  217(g),  added  by  the  Social  Security 
Amendments  of  1965,  established  a  50-year  period  for  reimbursement.  The 
Secretary  of  Health  and  Human  Services,  formerly  Health,  Education  and  Welfare, 
was  instructed  to  determine  by  September  1965  (and  each  fifth  September 
afterwards,  ending  September  2010)  the  amount  of  reimbursement  in  equal  annual 
installments  necessary  to  place  the  trust  funds  in  the  same  position  on 
September  30,  2015,  that  they  would  have  been  if  nonoontributory  military 
service  credits  had  not  been  provided.    After  September  30,  2015,  annual 
appropriations  for  current  costs  are  authorized. 

The  Social  Security  Amendments  of  1967  added  section  229(b)  of  the  Social 
Security  Act,  affecting  credit  for  military  service  performed  after 
December  1967.    The  pay  of  a  person  in  the  uniformed  services  after 
December  1967  is  deemed  to  be  up  to  $300  more  than  his  basic  pay  in  each 
calendar  quarter,  in  order  to  cover  the  value  of  wages-in-kind,  such  as  food, 
shelter,  and  medical  services.    The  Social  Security  Amendments  of  1972  further 
amended  the  law  to  provide  noncontributory  wage  credits  of  $300  per  quarter  for 
military  service  performed  after  1956.    Under  the  law,  the  Secretary  of  Health 
and  Human  Services  is  instructed  to  determine  annually  the  amount  of  the 
additional  cost  of  paying  social  security  benefits  resulting  from  these 
nonoontributory  credits,  which  must  be  reimbursed  from  the  general  fund  of  the 
Treasury. 
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Rationale  for  the  Budget  Request 

Hie  amount  requested  for  this  appropriation  included  the  following: 

1.  $617,000,000  for  reimbursement  to  the  QASI  and  DI  trust  funds  for 
noncon tributary  military  service  credits  under  section  217(g)  of  the 
Social  Security  Act.    This  is  the  annual  amount  determined  by  the 
Secretary  of  Health  and  Human  Services  for  the  5-year  period  beginning 
with  fiscal  year  1982. 

This  amount  is  $171,000,000  higher  than  the  1981  appropriation 
($446,000,000)  which  was  based  on  the  annual  amount  provided  for  in  the 
determination  made  5  years  ago.    This  increase  is  due  primarily  to  a 
higher  level  of  inflation  which  resulted  in  higher  social  security 
benefit  increases  during  the  past  5  years  than  previously  projected 
and,  higher  projections  for  future  periods. 

2.  $85,543,0900  for  reimbursement  to  the  OASI  and  DI  trust  funds  for 
payments  based  on  non contributory  credits  for  military  service 
performed  after  December  1956  under  section  229(b)  of  the  Social 
Security  Act.    This  represents  costs  through  fiscal  year  1981  (plus 
interest),  adjusted  to  take  account  of  prior  costs  as  follows: 


A.  1981  Costs: 

1.  Benefits  and  administration   79,000,000 

2.  Interest   6,320,000 

Subtotal,  1981  Costs   85,320,000 

B.  Adjustments  for  all  prior  years: 

1 .    interest   223,000 

Total  Costs  (post-1956  credits)   85,543,000 


This  amount  is  $11,027,000  higher  than  the  1981  appropriation.    The  number  of 
beneficiaries  with  post-1956  military  service  credit  involvement  is  estimated  to 
be  higher  in  1981  than  in  1980.    In  addition,  the  average  monthly  payment 
related  to  military  service  credits  is  projected  to  be  higher  in  1981. 
Regarding  the  adjustment  for  prior  years,  there  are  no  adjustments  to  the 
principal  amounts  for  benefit  payments  and  administrative  expenses  since  the 
additional  data  available  since  the  last  determination  have  not  yet  been 
processed.    However,  interest  adjustments  have  been  made  for  fiscal  year  1980  to 
reflect  the  effect  of  actual  interest  rates  in  place  of  the  estimated  interest 
rates. 

The  total  payment  of  $702,543,000  will  be  distributed  by  trust  funds  as 
follows: 


QASI  trust  fund 
DI  trust  fund . . 
Total  


$534,308,000 
168,235,000 


$702,543,000 
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Special  Payments  to  Pertain  Uninsured  Persons 


Authorizing  Legislation:    Section  228(g)  of  the  Social  Security  Act. 


1981 
Current 
Estimate 


1982 
Estimate 


Increase 

or 
Decrease 


Special  Payments  for  Certain 
Uninsured  Persons  Budget 
Authority  


$149,809,000 


$140,407,000 


-$9,402,000 


Purpose  and  Method  of  Operations 

The  purpose  of  this  payment  is  to  reimburse  the  Federal  Old-Age  and  Survivors 
Insurance  (OASI)  Trust  Fund  for  the  costs  of  special  payments  made  to  certain 
persons  who  were  not  insured  for  regular  social  security  benefits. 

Benefits  were  authorized  in  a  1966  amendment  to  the  Social  Security  Act  (the 
Prouty  Amendments)  to  afford  some  protection  for  persons  who  retired  before  the 
enactment  of  social  security.    To  be  eligible  under  the  Prouty  amendment,  an 
individual  must  have  attained  age  72  before  1968,  or  meet  certain  minimal 
insured  status  requirements  if  he  attained  age  72  in  1968  or  later.  The 
benefit  was  first,  paid  in  fiscal  year  1967,  and  amounted  to  $35  a  month  for  an 
individual  plus  $17.50  for  an  eligible  wife.    Since  then,  there  have  been 
several  increases  in  the  benefit  amounts.    The  most  recent  increase,  triggered 
by  the  automatic  cost-of-living  provision  of  the  law,  was  effective  for 
June  .1980  and  raised  benefit  levels  to  $105.20  for  an  individual  and  $52.60  for 
an  eligible  wife.    For  individuals  receiving  a  government  pension,  payments 
under  a  federally-aided  public  assistance  program  or  payments  under  the 
Supplemental  Security  Income  Program,  Prouty  benefits  are  reduced  or  withheld, 
as  required  by  law.    The  number  of  persons  receiving  benefits  under  the  Prouty 
Amendment  reached  a  peak  of  729,000  in  December  1967,  and  since  then  has  been 
decreasing  gradually  as  the  size  of  the  aged  population  meeting  the  eligibility 
requirements  decreases.    As  of  September  30,  1980,  there  were  97,000  persons 
receiving  benefits  under  this  program  as  compared  to  117,000  on 
September  30,  1979. 

Section  228(g)  of  the  Social  Security  Act,  as  amended,  authorizes  an  annual 
appropriation  of  Federal  funds  to  reimburse  the  OASI  Trust  Fund  (with  interest) 
for  special  monthly  benefits  paid  during  the  second  preceding  fiscal  year  and 
all  prior  years  to  persons  with  fewer  than  three  quarters  of  coverage.  Special 
payments  made  to  persons  with  three  or  more  quarters  of  coverage  are  to  be 
funded  from  the  trust  funds  and  not  from  general  revenues.    Of  the  total  number 
of  Prouty  beneficiaries,  approximately  97  percent  (94,000  out  of  97,000 
receiving  benefits  on  September  30,  1980)  received  benefits  based  on  fewer  than 
three  quarters  of  coverage.    The  first  authorized  general  fund  appropriation  was 
for  the  year  ending  June  30,  1969,  for  payments  made  in  the  year  ending 
June  30,  1967.    Similar  appropriations  are  authorized  for  each  year  thereafter. 
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Rationale  for  the  Budget  Request 

Hie  1982  request  is  for  payment  of  $140,407,000  to  the  Federal  Old-Age  and 
Survivors  Insurance  Trust  Fund  for  program  costs  incurred  in  fiscal  year 
1980,  plus  some  adjustment  to  prior  years'  costs.    Program  costs  include  benefit 
payments  actually  made,  related  administrative  expenses  for  establishing 
entitlement  to  such  benefits  and  maintaining  the  beneficiary  roll,  and  interest 
lost  to  the  trust  fund.    The  1982  request  is  less  than  the  1981  amount  as  the 
result  of  a  continually  decreasing  beneficiary  population. 

The  estimate  of  $140,407,000  is  composed  of: 

1.    Reimbursement  for  1980  program  costs: 


a.  Benefit  payments   $117,229,000 

b.  Administrative  costs   1,101,000 

c.  Interest   22,616,000 

Subtotal,  1980  program  costs   $140,946,000 

2.    Adjustments  in  reimbursement  for 
1967-1979  program  costs: 

a.  Benefit  payments   -379,000 

b.  Administrative  costs   -4,000 

c.  Interest   -156,000 

Subtotal,  adjustments  for 

1967-1979  program  costs   -539,000 

Total  reimbursements   $140,407,000 


The  adjustments  in  benefit  payments  and  administrative  costs  for  the  1967-1979 
programs  are  principally  related  to  program  costs  previously  charged  to  Federal 
funds,  but  which  now  should  be  charged  to  the  trust  fund.    This  occurs  when 
benefits  are  paid  to  persons  who  had  fewer  than  three  quarters  of  coverage,  at 
.the  time  they  became  entitled  to  special  benefits,  but  who  later  acquired  at 
least  three  quarters  of  coverage  or  became  eligible  for  a  regular  social 
security  benefit. 
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Pension  Reform 

Authorizing  Legislation:    Section  1131(b)(2)  of  the  Social  Security  Act. 


1981 

Increase 

Current 

1982 

or 

Estimate 

Estimate 

Decrease 

Pension  Reform  Budget 

$1,741,000 

$1,748,000 

+$7,000 

Purpose  and  Method  of  Operations 


The  purpose  of  this  payment  is  to  reimburse  the  Federal  Old-Age  and  Survivors 
Insurance  Trust  Fund  for  the  cost  of  certain  pension  reform  activities 
chargeable  to  Federal  funds. 

The  Employee  Retirement  Income  Security  Act  of  1974,  P.L.  93-406  (Pension 
Reform  Act),  established  section  1131  of  the  Social  Security  Act.    This  section 
requires  the  Secretary  of  Health  and  Human  Services  to  furnish  information 
regarding  deferred  vested  pension  rights  to  pension  plan  participants  (and 
their  dependents  or  survivors) ,  either  upon  request  or  automatically  upon 
application  for  retirement,  survivors,  or  disability  insurance  benefits. 
Section  1131(b)(1)  states  that  these  pension  reform  administrative  expenses  are 
deemed  to  be  expenses  incurred  for  the  administration  of  the  title  II  trust  fund 
programs. 

Section  1131(b)(2)  authorizes  an  annual  appropriation  of  Federal  funds  to 
reimburse  the  OASI  Trust  Fund  for  pension  reform  administrative  expenses 
resulting  from  the  enactment  of  section  1131  and  chargeable  to  Federal  funds. 
SSA  began  to  incur  pension  reform  administrative  expenses  in  fiscal  year  1977. 

Rationale  for  the  Budget  Request 

The  1982  estimate  reflects  a  continuation  of  SSA's  1981  pension  reform 
activities,  z  A  discussion  of  these  activities  can  be  found  in  the  pension  reform 
section  on  SSA's  Limitation  on  Administrative  Expenses. 
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Survey  of  Income  and  Program  Participation 
Authorizing  Legislation:    Sections  201(g)(1)  and  702,  Social  Security  Act 


1981 

Increase 

Current 

1982 

or 

Estimate 

Estimate 

Decrease 

Survey  of  Income  and  Program 

Participation  Budget  Authority.. 

$4,000,000 

+$4,000,000 

Purpose  and  Method  of  Operation 

The  purpose  of  this  payment  is  to  reimburse  the  Federal  Old-Age ,  Survivors,  and 
Disability  Trust  Funds  for  the  cost  of  certain  general  fund  activities  performed 
with  title  II  trust  fund  monies  for  performing  the  Survey  of  Income  and  Program 
Participation  (SIPP). 


SIPP  is  a  national  household  survey  of  income,  net  worth,  and  program 
eligibility  and  participation  which  will  assist  ongoing  social  research  data 
gathering   mechanisms.    The  survey  will  provide  useful  information  concerning 
the  Department's  trust  fund  and  general  fund  income  security  programs. 

Rationale  for  the  Budget  Request 

Since  SIPP  emphasizes  trust  and  general  fund  programs  which  provide  cash, 
vouchers  and  other  services  to  recipients  on  the  basis  of  their  income  and  other 
criteria  of  need,  costs  of  the  study  must  be  shared  between  the  trust  and 
general  funds.    SSA's  budget  request  assumes  that  an  equal  sharing  of  costs 
(50-50)  is  appropriate.    SSA's  Cost  Analysis  System,  however,  will  monitor 
actual  spending  and  the  cost  sharing  arrangement  will  be  adjusted  as 
appropriate. 

The  total  1982  estimate  of  obligations  for  the  first  year  of  the  SIPP  projects 
is  $8  million.    This  total  will  initially  be  obligated  from  the  Limitation  for 
the  Survey  of  Income  and  Program  Participation  account  (a  complete  justification 
for  this  account  is  contained  in  a  separate  section  of  this  budget 
justification).    $4,000,000  will  be  charged  to  the  Federal  Old-Age,  Survivors 
and  Disability  trust  funds.    The  remainder  of  the  fiscal  year  costs  will 
initially  be  charged  to  the  Old-Age  and  Survivors  Insurance  trust  funds  and 
subsequently  reimbursed  through  this  appropriation  from  the  general  funds,  with 
interest. 
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SOCIAL  SECURITY  ADMINISTRATION 
Special  Benefits  far  Disabled  Coal  Miners 

For  carrying  out  title  IV  of  the  Federal  Mine  Safety  and  Health  Act  of  1977, 
including  the  payment  of  travel  expenses  either  on  an  actual  cost  or  comma  ted  basis, 
to  an  individual,  for  travel  incident  to  medical  examinations,  and  to  parties,  their 
representatives  and  all  reasonably  necessary  witnesses  for  travel  within  the  United 
States,  Puerto  Rico,  and  the  Virgin  Islands,  to  reconsideration  interviews  and  to 
proceedings  before  administrative  law  judges,  [$1,097,751,000]  '$1,098,765,000: 
Provided,  That  after  July  31,  such  amounts  for  benefit  payments  as  may  be  necessary 
may  be  charged  to  the  subsequent  year  appropriation. 
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Language  Analysis 


Language  Provision 

Explanation 

"...  including  the  payment  of  travel 
expenses  either  on  an  actual  cost 
or  catrnuted  basis,  to  an  individual, 
for  travel  incident  to  medical 
examinations,  and  to  parties,  their 
representatives  and  all  reasonably 
necessary  witnesses  for  travel 
within  the  United  States,  Puerto  Rico, 
and  the  Virgin  Islands  to 
reconsideration  interviews  and  to 
proceedings  before  administrative 
law  judges. . ." 

Authorizing  legislation  did  not  specify 
whether  or  not  travel  incident  to 
medical  examinations  or  travel  for 
claimants,  their  representatives,  and 
witnesses  to  attend  reconsideration 
interviews  and  hearings  was  a  necessary 
administrative  expense.    This  provision 
which  permits  the  payment  of  these 
travel  expenses,  reduces  financial 
hardship  to  claimants.  Similar 
language  was  included  in  the 
Disability  Amendments  of  1980  for  the 
Social  Security  trust  fund  and 

Supplemental  Security  Income  (SSI) 
programs.    Permanent  authority  is  not 
needed  here  since  the  hearings  work- 
load for  black  lung  claims  under  SSA 
jurisdiction  is  phasing  out. 

Provided,  That  after  July  31  such 
amounts  for  benefit  payments  as  may 
be  necessary  may  be  charged  to  the 
subsequent  year  appropriation. 

This  language  provides  that  benefit 
payments  under  title  IV  of  the  Act 
for  the  last  two  months  of  a  fiscal 
year  can,  if  necessary,  be  made  from 
funds  of  the  next  fiscal  year.  This 
language  provides  the  authority 
needed  to  finance  unanticipated  and 
uncontrollable  benefit  costs  from 
subsequent  appropriations  and  insures 
that  no  Black  Lung  beneficiary  will 
fail  to  receive  a  benefit  payment 
because  of  a  shortage  of  funds. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

SOCIAL^ SECURITY  ADMINISTRATION 

Special  Benefits  for  Disabled  Coal  Miners 

Amounts  Available  for  Obligation  V 

1981  1982 
1980  Revised  Revised 

Actual  Estimate  Request 

Appropriation   $1,005,202,000  $1,126,479,000  $1,098,765,000 

Unobligated  balance  lapsing..  -2,257,000     

Appropriation  available  in 

prior  year  2/     -34,299,000   

Appropriation  available  in 
subsequent  year  2/   +34,299,000       


Total  Obligations   $1,037,243,000    $1,092,180,000  $1,098,765,000 

17    Excludes  work  done  under  a  reimbursable  agreement  with  the  Department  of 
Labor. 

2/    Reflects  the  funding  of  $34,299,000  of  the  September  1980  benefit  (paid 
October  3,  1980)  from  the  1981  appropriation. 
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Summary  of  Changes 

1981  Revised  Estimate  Budget  Authority  (Appropriation)   $1,126,479,000 

Less  Financing  Adjustment  1/   -34,299,000 

1981  Revised  Estimated  Budget  Authority  (Program  Costs)   $1,092,180,000 

1982  Revised  Request  Budget  Authority  (Appropriation/Program 

Costs)   $1,098,765,000 

Net  Change   +$6,585,000 

Increases 

1981  Base                 Change  from  Base 

Pos.         Amount           Pos.  Amount 


A.  Built-in 

1.    Projected  4.8  percent 
benefit  increase 

effective  October  1981..    $1,087,000,000    +$50,000,000 


Subtotal,  increase     +$50,000,000 

Decreases 
A.  Built-in 

1 .  Reduction  in  benefit 
payments  due  to  a 
decrease  of  23,000 

beneficiaries   —  —  —  -42,000,000 

2.  Reduction  in  retroactive 
benefit  payments  due  to 
reduction  in  number  of 
appelate  actions  to  be 

processed  and  allowed. . .        -1,000,000 

3.  Reduction  in  admini- 
strative costs  due  to 
completion  of  most 
hearings  and  appellate 
cases  in  1981  and  a 
decrease  of  23,000 

beneficiaries   180  $5,180,000      ^2  -415,000 

Subtotal,  decreases   -2  -$43,415,000 


Net  Change   +$6,585,000 


1/    Reflects  the  funding  of  $34,299,000  of  the  September  1980  benefit  (paid 
October  3,  1980)  from  the  1981  appropriation. 
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Authorizing  Legislation 


1981  1981  1982  1982 

Amount  Revised  Amount  Revised 

Authorized        Estimate        Authorized  Request 

Federal  Mine  Safety 
and  Health  Act  of 
1977: 


Title  IV. 


Indefinite    $1,126,479,000    Indefinite  $1,098,765,000 
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Special  Benefits  for  Disabled  Coal  Miners 

Budget 


Year 

Estimate 
to  Congress 

House 
Allowance 

Senate 
Allowance 

Appropriation 

1973 

1,526,500,000 

1,526,500,000 

1,526,500,000 

1,526,500,000 

1974 

1,013,925,000 

1,013,925,000 

1,013,925,000 

1,013,925,000 

1975 

957,740,000 

957,740,000 

957,740,000 

957,740,000 

1976 

999,778,000 

999,778,000 

999,778,000 

999,778,000 

1977 

961,965,000 

961,965,000 

961,965,000 

961,965,000 

1978 

967,623,000 

967,623,000 

967,623,000 

967,623,000 

1979 

1,016,608,000 

1,016,608,000 

1,016,608,000 

1,016,608,000 

1980 

1,005,202,000 

1,005,202,000 

1,005,202,000 

1,005,202,000 

1981 

1,097,751,000 

1,097,751,000 

1,126,479,000 

1982 

1,098,765,000 

V  This 

amount  reflects 

the  annual izat ion  of  P.L.  96-536. 
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Justification 
Special  Benefits  for  Disabled  Coal  Miners 


1981  '  1982  Increase 

Revised  Revised  or 

Estimate  Request   Decrease 

Pos.  Amount  Pds.        Amount  Bos.  Amount 


Special  Benefits 
for  Disabled 
Coal  Miners 
Budget  Authority 

(Program  Costs)...  180    $1,092,180,000    178    $1,098,765,000     -2  +$6,585,000 


General  Statement 

Title  IV  of  the  Federal  Coal  Mine  Health  and  Safety  Act  of  1969,  enacted  on 
December  30,  1969,  provided  for  the  payment  of  cash  benefits  to  coal  miners  who 
are  disabled  due  to  coal  worker's  pneumoconiosis  (Black  Lung)  and  to  their 
widows  and  certain  other  dependents.    The  Black  Lung  Benefits  Act  of  1972 
(P.L.  92-303)  and  the  Black  Lung  Benefits  Reform  Act  of  1977  (P.L.  95-239) 
broadened  and  liberalized  the  original  legislation.    The  Federal  Mine  Safety  and 
Health  Act  of  1977  (P.L.  95-164)  changed  the  name  of  the  Federal  Coal  Mine 
Safety  Act  of  1969,  but  did  not  change  the  provisions  for  title  IV. 

The  Social  Security  Administration  (SSA)  is  responsible  for  processing  and 
paying  claims  for  miners'  benefits  filed  from  December  30,  1969,  through  June 
30,  1973,  or  within  6  months  after  the  death  of  a  miner  or  widow  already  on  the 
beneficiary  roll  maintained  by  SSA.    Beginning  in  fiscal  year  1975,  survivors 
whose  dependency  has  previously  been  established  are  automatically  entitled 
without  having  to  file  an  application.    As  an  agent  of  the  Department  of  Labor, 
SSA  has  continued  to  take  miners*  claims  filed  after  June  30,  1973,  and 
survivors'  claims  filed  after  December  31,  1973,  and  forward  them  to  the 
Department  of  Labor  for  adjudication  and  payment.    This  arrangement  will 
continue  into  the  future.    Costs  incurred  by  the  Social  Security  Administration 
in  taking  these  claims  are  reimbursed  by  the  Department  of  Labor. 

Highlights  of  1981-1982  Budget  Request 

— SSA  will  continue  to  administer  the  Black  Lung  program  in  line  with  the 
objectives  originally  established  for  this  program.    No  major  policy  changes 
are  planned  for  1982. 

— The  revised  budget  estimates  assume  a  4.8  percent  increase  in  benefits 
effective  October  1981. 
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Revised  Estimate  of  1981  Posts 


The  Social  Security  Administration  wishes  to  bring  to  the  attention  of  the 
Congress  changes  to  the  budget  estimates  for  FY  1981.    The  revisions  are 
summarized  in  the  following  table: 


1981 
Appropriation 
(H.R.  7998) 

1981 
Revised 
Estimate 

Change 

Benefit  Payments  

$1,054,000,000 
6,300,000 

$1 

,087,000,000 
5,180,000 

+$33,000,000 
-1,000,000 

Total  Budget 
Authority 

Financing  Adjustment  i/. 

$1,060,300,000 
37,451,000 

$1 

,092,180,000 
34,299,000 

+$33,880,000 
-3,152,000 

Total  Budget 
Authority 

$1,097,751,000 

$1 

,126,479,000 

+$28,728,000 

Benefit  Payments 

A  10.1  percent  black  lung  benefit  increase  became  effective  in  October  1980. 
This  increase  was  triggered,  as  required  by  law,  by  the  Federal  pay  raise  which 
also  went  into  effect  in  October  1980.    The  President's  1981  Budget  included 
funds  for  a  6.2  percent  black  lung  benefit  increase  in  1981.    The  difference 
between  the  President's  Budget  and  the  actual  percentage  increase  will  require 
an  increase  of  $33,000,000  in  1981  black  lung  benefits. 

Administrative  Expenses 

Based  on  actual  workload  experience  gained  during  fiscal  year  1980, 
administrative  expenses  are  expected  to  be  $1,120,000  less  than  previously 
estimated  for  1981.    Since  these  costs  will  not  be  needed  to  pay  administrative 
expenses  in  1981,  they  are  being  used  to  offset  a  portion  of  the  $33,000,000 
needed  to  pay  additional  black  lung  benefits. 

V   Reflects  the  funding  of  $34,299,000  of  the  September  1980  benefit  (paid 
October  3,  1980)  from  the  1981  appropriation.    Although  H.R.  7998 
anticipated  using  $37,451,000  from  1981  for  September  1980  benefits,  the 
actual  amount  needed  was  less.    The  difference  has  been  used  to  offset 
additional  1981  costs. 
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Benefit  Payments 

Authorizing  legislation:    Title  IV,  Federal  Mine  Safety  and  Health  Act  of  1977. 


1981  1982 
Revised  Estimate                 Revised  Request 
Pos.  Amount  Fos.  Amount 


Benefit  Payments 
Budget  Authority 
(Program  Costs) : 

Current  Request     $1,087,000,000    $1,101,000,000 

Proposed  change   ~     —  -7,000,000 

Revised  Request     $1,087,000,000    $1,094,000,000 


Justification  for  FY  1982  Revised  Request 

These  funds  are  used  to  provide  monthly  benefits  to  coal  miners  who  are  totally 
disabled  due  to  pneumoconiosis,  to  the  widows  of  miners  whose  deaths  were  due  to 
this  disease,  to  dependents,  to  orphaned  children  of  miners,  and  to  certain 
dependent  parents,  brothers  and  sisters  of  miners.    The  basic  benefit  rate  is 
50  percent  of  the  minimum  monthly  benefit  under  the  Federal  Employees 
Compensation  System  for  a  totally  disabled  employee  in  step  1,  grade  GS-2. 

The  disabled  miner  and  the  eligible  widow  receive  the  basic  benefit  ($254.00 
based  on  latest  actual  data) .    If  the  disabled  miner  or  eligible  widow  has 
dependents,  the  benefit  increases  with  the  number  of  dependents — an  additional 
50  percent  for  one  dependent,  75  percent  for  two  dependents,  and  100  percent  for 
three  or  more  dependents. 

Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981  Revised  Estimate 

In  1982,  SSA  is  requesting  an  increase  of  $7,000,000  to  pay  Black  Lung  benefits. 
This  increase  is  due  to  the  following  factors: 

1.    Projected  4.8  percent  benefit  increase  effective 

October  1981,  as  reflected  in  the  President's  Budget....  +$50,000,000 


2.  Reduction  in  the  number  of  beneficiaries   -42,000,000 

3.  Reduction  in  the  number  of  claims  with  retroactive 

payments   -1 ,000,000 

Total   +$7,000,000 


The  benefit  increase  projected  in  1982  is  based  on  the  Federal  pay  raise 
included  in  the  President's  1982  Budget.    Current  assumptions  include  a 
4.8  percent  pay  raise  for  Federal  employees.    This  will  automatically  trigger  a 
comparable  increase  in  Black  Lung  benefits. 


380 


As  a  result  of  the  death  rate  of  miners  and  their  widows,  and  the  remarriage  of 
widows,  the  number  of  beneficiaries  on  the  roll  will  decline  during  the  coming 
years.    The  estimate  of  the  number  of  persons  receiving  benefits  at  the 
mid-point  of  fiscal  years  1981  and  1982  follows: 

Beneficiaries  FY  1981        FY  1982 

Miners   118,000  108,000 

Widows   147,000  147,000 

Other  Dependents   128,000  115,000 

Total   393,000  370,000 


Reductions  in  the  number  of  Black  Lung  appeals  will  result  in  a  reduction  of 
retroactive  payments.    These  payments  usually  result  from  overturned  denials  for 
Black  Lung  benefits. 
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Administration 


Authorizing  Legislation:    Title  IV,  Federal  Mine  Safety  and  Health  Act  of  1977. 


1981 

Increase 

Current 

1982 

or 

Estimate 

Estimate 

Decrease 

$4,765,000 

-$415,000 

180 

178 

-2 

185 

-24 

Purpose  and  Method  of  Operation 

for  that  portion  of  the  Black  Lung  program  directly  administered  by  SSA,  the 
primary  objectives  in  1982  are  to  process  the  remaining  appellate  cases,  and  to 
pay  $1 ,0^4,uuu,000  in  benefits  accurately  and  timely.    To  achieve  these 
objectives  SSA  must  keep  the  oeneticiary  rolls  up  to  date  by  reflecting 
additions  to  the  rolls;  deletions  which  result  from  death  of  a  beneficiary  or 
remarriage  of  a  widow;  the  posting  of  new  addresses;  and  responding  to 
beneficiary  inquiries. 

Rationale  for  Budget  Request 

I.    SSA  Work 

Administrative  expenses  for  SSA's  Black  Lung  work  will  decline  by  $415,000 
in  1982. 

This  decrease  is  the  result  of  the  overall  decline  in  the  number  of 
beneficiaires  well  as  the  estimated  completion  of  the  appellate  workload  in 
in  1981.    The  decline  in  beneficiaries  reduced  SSA's  cost  of  maintaining 
the  beneficiary  rolls. 

The  following  tables  outline  SSA's  workload,  position,  and  work-year  needs 
for  Black  Lung. 

1981  1982  Increase  or  Decrease 

Estimate        Estimate        Volume  Percent 

A.  Workloads 

Appellate  workloads 
Processed 

Hearings   200  0  -200  -100% 


Appeals 


173 


0 


-173  -100% 
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"1981  1982  Increase  or  Decrease 

Estimate        Estimate        \folume  Percent 


Maintenance  of  the 
galls 


Beneficiaries  in 
payment  status  at 
mid-point  of 
the  year: 

Miners  , 

Widows  , 


118,000 
147,000 


108,000 
147,000 


B.    Work-Year  Requirements 


-10,000 


-8.5% 


Other  Dependents 

128,000 

115,000 

-13,000 

-10.2% 

393,000 

370,000 

-23,000 

-5.9% 

C.    Position  Requirements 


1981 
Estimate 


1982 
Estimate 


Change 


Permanent,  full-time   189 

Temporary   11 

Overtime    9 

Total   209 


165 
11 
9 
185 


1981 
Estimate 


1982 
Estimate 


Change 


Permanent,  full-time   180 

Temporary/part-time   20 

'lOtal   200 


178 
20 
198 


II.    POL  WorK 


The  budget  estimates  in  this  justitication  exclude  work  done  for  the 
Department  of  labor  (DOL)  under  a  reimbursable  agreement.    This  work  will 
require  35  positions,  78  worK-years,  and  $1,665,000  in  ib»oi  and 
2b  positions,  54  worK-years,  and  $1,264,000  in  1982.    The  following  table 
shows  the  workload  to  be  funded  through  DOL's  budget: 


1981  1982 

New  Claims  and  Inquiries                                    33,000  33,UU0 

Search  social  security  earnings  records 

for  coal  mine  employment  histories                     16,000  16,000 


I 
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SOCIAL  SECURITY  AEMINISTRATICN 
Supplemental  Security  Income  Program 

For  carrying  out  the  Supplemental  Security  Income  Program  under  title  XVI 

V 

of  the  Social  Security  Act  (except  for  Section  1620  of  such  Act),        [section  401 

2/  2/ 
of  Public  Law  92-603,  and  J       section  212  of  Public  Law  93-66,  [as  amended,] 

and  section  405  of  Public  Law  95-216,  including  payment  to  the  social  security 

trust  funds  for  administrative  expenses  incurred  pursuant  to  section  201(g)  (1) 

of  the  Social  Security  Act  [$7,005,117,000]  $7,754,477,000  to  remain  available 

until  expended:    [Provided,  That  for  carrying  out  these  activities  after  July  31, 

such  sums  as  may  be  necessary  shall  be  available,  the  obligations  and  expenditures 

therefor  to  be  charged  to  the  appropriation  for  succeeding  fiscal  year:] 

Provided,  That  after  July  31,  such  amounts  for  benefit  payments  as  may  be 

1/ 

necessary  may  be  charged  to  the  subsequent  year  appropriation:         Provided  further, 

That  funds  may  be  obligated  under  section  401  of  Public  Law  92-603  only  as  originally 

2/ 

enacted:         Provided  further,  That  any  portion  of  the  funds  provided  to  a  State  in 
the  current  fiscal  year  and  not  obligated  by  the  State  during  that  year  shall  be 
returned  to  the  Treasury. 


Explanation  of  Language  Changes 

V  Funds  will  not  be  provided  for  Sert"ion  201(c)  of  the  Social  Security 
Amendments  of  1980  (P.L.  96-265)  which  authorized  a  pilot  program 
to  provide  medical  and  social  services  for  oartain  handicapped  persons.  If 
this  change  is  approved  there  will  be  no  funds  appropriated  for  the  first  year 
of  this  three  year  program  for  which  a  total  of  $18  million  was  authorized.  In 
view  of  the  present  need  for  budget  restraint  this  is  not  considered  an 
appropriate  time  to  begin  funding  for  a  new  program. 

2/    Language  referring  to  section  92-603  has  been  deleted  and  replaced  by  language 
making  it  clear  that  funds  nay  be  obligated  under  P.L.  92-603  only  as  it  was 
originally  enacted.    Under  P.L.  92-603  as  originally  enacted,  increases  in 
Federal  SSI  payments  reduced  the  protected  portion  of  a  State's  s implementation 
payments,  therefore  reducing  hold-harmless  payments  to  the  States.    This  change 
eliminates  the  impact  of  P.L.  94-585  (enacted  October  21,  1976  -  amending 
P.L.  92-603),  which  provided  for  disregarding  increases  in  the  Federal  SSI 
benefits  in  computing  protected  hold-harmless  payments.    If  this  change  is 
approved  there  will  be  no  need  to  appropriate  $45  million  for  Federal  hold- 
harmless  payments  to  three  States  in  1982  (Hawaii,  Massachusetts  and  Wisconsin) . 
For  FY  1981  a  total  of  $45  million  is  available  to  make  such  payments  to  these 
three  States. 
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Language  restricts  to  the  Federal  benefit  payments  activity,  the  authority  to 
drawdown  funds  furing  the  last  two  months  of  the  fiscal  year  from  the  next  fiscal 
year.    Previously  such  drawdowns  could  be  made  for  costs  related  to  all  SSI 
program  activities. 
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Language  Analysis 


Language  Provision 

Explanation 

. . .  (except  for  Section  1620  of  Such  Act) 

Under  P.L.  95^265,  *  pilot  pjFegram 
was  authorized  to  provide  medical  and 
social  services  for  certain  handi- 
capped persons.    This  language  reflects 
a  decision  not  to  appropriate  funds 
for  the  first  year  of  this  three 
year  pilot. 

...  to  remain  available  until  expended. 

This  language  was  inserted  by  the 
Congress  to  provide  authority  to  use  , 
funds  appropriated  but  not  obligated 
in  one  fiscal  year  for  obligations  and; 
expenditures  in  a  subsequent  year. 

Provided,  that  after  July  31,  such 
amounts  for  benefit  payments  as  may 
be  necessary  may  be  charged  to  the 
subsequent  year  appropriation. 

Provide  that  costs  for  Supplemental 
Security  Income  benefit  payments  for 
the  last  two  months  of  a  fiscal  year 
can,  if  necessary,  be  financed  from 
funds  of  the  next  year.    This  language  i 
is  a  safeguard  for  the  aged,  blind  and 
disabled  recipients  under  the  SSL 
program.    In  the  event  that  appro- 
priation estimates  prove  to  be  too 
low,  the  language  permits  payment  of 
SSL  benefits  without  interruption  out 
of  the  subsequent  year's  appropriation. 
Such  drawdown  is  restricted  to  benefit 
payments  and  cannot  be  made  for  other 
costs  related  to  the  program. 

Provided  further,  that  funds  may  be 
obligated  under  Section  401  of  Public 
Law  92-603  only  as  originally  enacted. 

Under  P.L.  92-603  as  originally 
enacted,  increases  in  Federal  SSL  pay- 
ments reduced  the  protected  nortion  of 
a  State's  supplementation  payments, 
therefore  reducing  hold-harmless  pay- 
ments to  the  State.    As  a  consequence 
of  this  language  none  of  the  States 
will  be  eligible  for  Federal  hold- 
harmless  payments  in  1982. 

Provided  further,   That  any  portion  of 
the  funds  provided  to  a  State  in  the 
current  fiscal  year  and  not  obligated 
by  the  State  during  that  year  shall  be 
returned  to  the  Treasury. 

This  provision  insures  that  States  do 
not  carry  unobligated  balances  of 
Federal  funds  into  the  subsequent 
fiscal  year.    The  provision  applies 
primarily  to  the  beneficiary  services 
activity. 

387 


40 

DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

SOCIAL  SECURITY  ADMINISTRATION 

Supplemental  Security  Income  Program 

Amounts  Available  for  Obligation  V 

1981  1982 
1980  Revised  Revised 

Actual  Estimate  Request 

Appropriation...   $6,323,436,000  $7,339,308,000  $7,754,477,000 


Comparative  transfer  to: 
Public  Health  Service  for 

child  health  services   -19,836,000  -30,000,000   

Subtotal,  adjusted  budqet 

authority   $6,303,600,000  $7,309,308,000  $7,754,477,000 

Fiscal  Year  1981 
Proposed  supplemental 

(October  1980  pay  raise).   —  +38,192,000    

FY  1981  Revised  estimate.  $7,309,308,000 
Apprpriation  available 

from  subsequent  year   +144,121,000            —  — 

Appropriation  available 

in  ariar  year     -144,121,000   

Unobligated  balance, 

start  of  year     +6,656,000  2/   

Unobligated  balance, 

end  of  year   -6,656,000  2/     

Total  obligations   $6,441,065,000  $7,210,035,000  $7,754,477,000 


y  Excludes  obligations  related  to  reimbursable  State  supplementation  payments 
made  by  SSA.    The  source  and  amount  of  financing  for  this  reimbursable 
activity  follows: 

1980  1981  1982 

Actual  Estimate  Estimate 

State  funds   $1,786,741,000  $1,980,000,000  $2,085,000,000 

Federal  refugee  program 

funds     $5,955,705         $9,000,000  $12,800,000 

2/  Includes  unobligated  balances  at  close  of  FY  1980  for  FY  1980 
appropriation  ($1 ,799,587)  and  amounts  borrowed  from  the  FY  1981 
appropriation  for  use  in  FY  1980  ($4,856,496). 
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Summary  of  Chanqes 

1981  Revised  estimate,  budqet  authority  (Appropriation),..  $7,347,500,000  V 

Less:    Financinq  adjustment   -137,465,000  2/ 

1981  Revised  estimate,  budqet  authority  (program  costs)...  $7,210,035,000  V 

1982  Revised  request,  budqet  authority  (Appropriation/ 

proqram  costs)   $7,754,477,000 

Net  Chanqe   +$544/442,000 


Increases : 


1981  Revised  Base 


Chanqe  from  Base 


Built-in: 


1.    Federal  benefit  payment  is: 

a.    Cost  of  makinq  extra  pay- 
ments in  1982  (at  1981 
benefit  levels)  to 
490,000  recipients  added 
to  the  rolls  durinq  1981. 
Since  these  recipients 
were  on  the  rolls  only 
for  part  of  1981,  the  cost 
of  benefits  for  them  for 
a  full  year  in  1982  pro- 
duces an  increase  


$6,349,000,000 


$2,297,529,000 


(+430,000,000) 


b.    Cost  of  payinq  500,000 
new  Federal  recipients 
added  to  the  rolls  in 
1982  at  1982  benefit  levels. 


(+695,000,000) 


2. 


c.  Effect  of  projected 
automatic  cost-of-livinq 
benefit  increases  in  SSI 
payments  of  11.2  percent 
in  July  1981  and  9.3 
percent  in  July  1982  

d.  Cost  of  P.L.  96-272, 
Section  301-Continuinq 
Medicaid  eliqibility  for 
certain  VA  pensions  

Increase  in  funding  of  bene- 
ficiary services  due  to 
inflation  in  drua  addict  and 
alcoholic  services  

Payments  to  the  trust  fund  for 

SSI  administrative  costs  

Subtotal  increases  


(+1,171,529,000) 


(+1,000,000) 


1,151,000 


+265,000 


730,073,000  1/  +43,659,000 
  +$2,341,453,000 


f/~ "includes  a  proposed  supplemental  of  $38,192,000  for  the  October  1980  pay 
raise. 

2/    Includes  funds  borrowed  from  the  FY  1981  appropriation  for  use  in  FY  1980 
($144,121,000),  less  the  unobligated  balances  remaining  at  the  end  of 

PV  1QRrt  arvl  rwr-iArt  fnrvwrrl  fnr  iicaa  in  PV  iqfil   f  -Sfi  .656 .000*  . 
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Built-in: 


Federal  benefit  payments: 

a.    During  1981,  420,000  SSI 
recipients  will  leave  the 
rolls  due  to  normal 
attrition.    Not  having 
to  pay  any  benefits  to 
these  recipients  in  1982 
produces  a  savings  


1981  Revised  Base 


$6,349,000,000 


d. 


Normal  attrition  of 
420,000  recipients  during 
1982  also  reduces  bene- 
fits in  1982  


Chanae  from  Base 


-$1,684,000,000 


Effect  of  projected  auto- 
matic cost-of-living 
increases  in  social 
security  benefits  (11.2% 
in  July  1981  and  9.3%  in 
July  1982).  Social 
security  benefits  count  as 
income  for  SSI  recipients 
who  receive  both  social 
security  and  SSI  payments. 
Therefore,  an  increase  in 
social  security  benefits 
reduces  SSI  payments  to 
these  recipients  who 
constitute  about  52%  of 
the  SSI  rolls  

Effect  of  1981  SSI  rede- 
termination on  1982 
payments  

Effect  of  1982  SSI 
redeterminations  


f .  Effect  of  IRS  data  inter- 
face on  bank  account  veri- 
fication for  initial  claims 
and  redeterminations  

g.  Effect  of  Social  Security 
Disability  Amendments  of 
1980  (P.L.  96-265)  


(-450,000,000) 


(-375,000,000) 


(-490,000,000) 

(-150,000,000) 
(-125,000,000) 

(-75,000,000) 
(-19,000,000) 
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2.  Effect  of  chanqe  in  law  con- 
cern inq  disposal  of  assets 

(P.L.  96-611)   -19,000,000 

3.  Effect  of  change  in  the  1982 
appropriation  language  on  hold- 
harmless  payments  to  States   $45,000,000  -45,000,000 

4.  Net  decrease  in  Federal  fiscal 
liability  for  incorrect  pay- 
ments of  State  supplementa- 
tion benefits   47,611,000  -32,011,000 

5.  Decrease  in  funding  for  voca- 
tional rehabilitation  services.      37,000,000  -17,000,000 

Subtotal  decreases   $1,797,011,000 


Net  Change   +$544,442,000 
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Authorizing  Legislation 


1981 
Amount 
Authorized 


1981 
Revised 
Estimate 


1982 
Amount 
Authorized 


1982 
Revised 
Request 


Supplemental 
Security  Income: 

Title  XVI  of  the 
Social  Security 
Act;  Section  401 
of  P.L.  96-603  and 
section  212  of 
P.L.  93-66,  as 

amended   Indefinite    $7,347,500,000  1/    Indefinite  $7,754,477,000 


V/    Includes  a  proposed  supplemental  of  $38,192,000  for  the  October  1980 


pay  raise. 
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Supplemental  Security  Income  Program 
Budget  Estimate  House  Senate 


to  QoncjiTGSS 

rVL  lUwdllUt: 

mi  i.wwariLrcr 

Appropr  i  3  fc  ion 

1973 

S77  701  nnn 

S77  907  nnn 

S77  ?07  nnn 

S77  7oi  nnn 

1974 

7  ?11  fi^fi  ooo 

?  ?11  fi^fi  000 

2  ?11  filfi  000 

7  ?11  fi^f;  nnn 

1975 

4,857,102,000 

4,857,102,000 

4,857,102,000 

4,857,102,000 

1976 

5,538,523,000 

5,518,523,000 

5,518,523,000 

5,518,523,000 

1977 

5,910,122,000 

5,395,122,000 

5,895,122,000 

5,895,122,000 

1978 

5,270,000,000 

5,220,000,000 

5,220,000,000 

5,220,000,000 

1979 

5,527,854,000 

5,527,854,000 

5,527,854,000 

5,527,854,000 

1980 

6,396,436,000 

6,323,436,000 

6,323,436,000 

6,323,436,000 

1981 

7,005,117,000 

7,005,117,000 

7,289,472,000  V 

Proposed 
Supple- 
mental 38,192,000 

1982  7,754,477,000 


V   This  amount  reflects  the  following: 

a.  the  exclusion  of  a  proposed  supplemental  of  $38,192,000  for  the 
October  1980  pay  raise, 

b.  the  annual izat ion  of  the  Continuing  Resolution  (P.L.  96-536),  and 

c.  the  exclusion  of  the  comparative  transfer  of  funds  to  Public  Health 
Service  for  child  health  services  ($19,836,000  for  use  in  FY  1980 
and  $30,000,000  for  use  in  FY  1981). 


395 


Justification 
Supplemental  Security  Income  Program 


1981           ~          1982  Increase 
Revised                Revised  or 
Estimate  Request   Decrease 


Supplemental  Security  Income 
Program: 

Budget  Authority  (program  costs)  $7,210,035,000  $7,754,477,000  +$544,442,000 
Budget  Authority 

(Appropriation)   ($7,347,500,000)  ($7,754,477,000)  ($406,977,000) 


General  Statement 

Title  XVI  of  the  Social  Security  Act  established  the  federally-administered  and 
financed  Supplemental  Security  Income  (SSI)  program.    The  objective  of  this 
program  is  to  ensure  a  Federal  minimum  standard  for  the  aqed,  blind  and 
disabled.    This  is  achieved  by  paying  a  supplement  from  general  revenues  when 
their  benefits  plus  other  income  are  below  the  Federal  minimum  standard  or  when 
then  have  no  other  income. 

States  may  supplement  the  Federal  benefit.    P.L.  93-66  makes  such  supple- 
mentation mandatory  for  certain  recipients  who  were  on  State  rolls  just  prior 
to  the  creation  of  the  Federal  program  on  January  1,  1974.    Otherwise,  State 
supplementation  is  optional.    SSI  proqram  costs  are  higher  where  a  State  elects 
Federal  administration  of  its  supplementation  payments  because  the  Federal 
Government  bears  the  costs  of  administration  and  assumes  fiscal  liability  for 
certain  errors. 

This  is  a  present  law  budget  request  and  therefore  does  not  reflect  the  impact 
of  the  Administration's  legislative  program.    The  major  budqet  impact  of  this 
leqislation  will  be  as  follows: 

— Increase  SSI  benefit  payments  as  a  result  of  eliminating  the  social  security 
minimum  benefit  and  requiring  stricter  test  for  social  security  disability  ^ 
insured  status. 

— Decrease  SSI  costs  in  1982  by  computing  SSI  benefits  on  a  monthly 

retrospective  basis  (current  computation  is  quarterly  and  prospective). 

— Eliminate  the  SSI  vocational  rehabilitiation  program.    Pending  enactment  of 
this  proposal,  the  present-law  budqet  would  reduce  the  funding  level  for 
vocational  rehabilitation  from  the  $37  million  budgeted  in  1981  to  $20  million 
in  1982. 
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Highlights  of  the  1981-1982  Budget  Rgquest 

— Under  present  law  the  maximum  monthly  Federal  SSI  payments  are  oroiected  to 
increase  automatically  by  11.2  percent  in  July  1981  and  9.3  percent  in 
July  1982  raising  the  SSI  monthly  guarantee  to  $289.40  for  an  individual  and 
$434.00  for  a  couple  by  July  1982. 

— Hie  average  number  of  SSI  recipients  is  expected  to  decline  about  0.1  percent 
in  1982  to  3,681,000  from  3,685,000  in  1981.    Aged  recipients  continue  to 
decline  while  blind  and  disabled  recipients  continue  to  increase.    This  is 
discussed  in  detail  in  the  Federal  benefit  activity  that  follows. 

— Funding  for  Federal  hold-harmless  payments  to  the  States  is  not  continued  in 
1982.    During  FY  1981  such  funding  is  provided  to  three  States  (Hawaii, 
$100,000;  Massachusetts,  $5,500,000;  and  Wisconsin,  $39,400,000)  at  a  total 
cost  of  $45  million.    Legislation  also  has  been  proposed  to  discontinue  these 
special  payments.    The  initial  rationale  for  hold-harmless  payments  provided 
that  increases  in  Federal  SSI  payment  levels  would  reduce  the  protected 
portion  of  a  State's  supplementation  pavments  causing  a  decrease  in 
hold-harmless  payments.    An  amendment  (P.L.  94-585,  enacted  October  21,1976) 
to  the  original  legislation  provided  for  disregarding  increases  in  Federal  SSI 
payments  in  computing  protected  hold-Harmless  payments.    Considering  the  great 
increases  in  Federal  benefit  payment  levels  in  recent  years,  there  is  no 
justification  for  continuing  to  disregard  these  increases  in  payment  levels  in 
determining  hold-harmeless  payments. 

— The  budget  estimates  reflect  several  provisions  of  recently-enacted 
legislation: 

*  The  "Social  Security  Disability  Amendments  of  1980"  (P.L.  96-265)  includes 
the  provisions  which  provide  incentives  for  SSI  recipients  to  return  to 
work  and  makes  certain  program  and  administrative  improvements. 

*  The  Adoption  Assistance  and  Child  Welfare  Act  of  1980  (P.L.  96-272)  provides 
for  the  extension  to  October  1,  1982  of  the  program  for  child  health 
services  for  disabled  children.    The  program  is  funded  as  part  of  SSA's 
Supplemental  Security  Income  appropriation  during  FY  1981  at  the  authorized 
level  of  $30  million.    Starting  in  FY  1982  funds  for  this  program  will  be 
appropriated  directly  to  the  Public  Health  Service  (PHS)  and  are  not 
included  in  this  appropriation  request. 

*  P.L.  96-611  makes  a  major  change  in  regard  to  the  disposal  of  assets.  Under 
this  law  all  resources  which  an  individual  may  have  disposed  of  within 

2  years  before  applying  for  SSI  benefits  are  counted  for  SSI  eligibility. 
The  law  further  requires  that,  in  determining  the  value  of  the  disposed 
resources,  SSA  will  have  to  consider  the  fair  market  value  of  such  resource 
less  any  reimbursement  for  the  resource. 
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-SSA  is  oontinuinq  its  efforts  to  locate  and  terminate  the  payment  of  benefits 
to  ineligible  recipients  and  to  correct  the  amount  of  benefits  being  paid 
incorrectly  to  eligible  beneficiaries  through  such  ongoing  means  as  our 
redetermination  process  and  automated  interfaces  (cross-referencing  of 
benefit  and  earnings  information  on  automated  data  files)  with  other  Federal 
and  State  programs.    SSA  is  also  attempting  to  reduce  errors  and  incorrect 
payments  by  the  following  efforts  which  have  been  initiated  recently  or  are 
planned  for  the  near  future: 

*  Bank  Account  Verification  Interface  with  IRS  -  SSA  plans  to  develop  a  fully 
automated  procedure  in  which  the  account  numbers  of  SSI  applicants  and 
beneficiaries  would  be  provided  to  IRS  in  order  to  obtain  IRS  data  which 
will  identify  bank  accounts  of  SSI  applicants  and  beneficiaries. 

*  Preeffectuation  Review  -  A  sample  of  disability  cases  will  be  reviewed  by 
SSA  after  State  disability  determinations,  but  before  SSA  has  made  a  final 
decision  on  the  effectuation  of  the  payment. 

Me  are  hopeful  that  through  a  combination  of  these  efforts  we  will  reduce 
incorrect  payments,  improve  the  integrity  of  our  disability  determinations 
and  achieve  our  target  error  rate  of  4  percent  in  1982. 

-Federal  fiscal  liability  (FFL)  represents  the  amount  of  money  we  owe  the 
States  due  to  Federal  errors  in  paying  supplemental  funds  to  SSI  recipients 
on  behalf  of  the  States.    We  are  currently  in  the  final  stages  of  negotiating 
with  representatives  of  the  States  a  revised  model  agreement  for  Federal 
administration  of  State  supplementation.    While  the  revisions  to  the  aqreement 
embrace  a  variety  of  issues,  ranging  from  dispute  resolution  to  State  audits, 
the  single  most  important  change  is  the  use  of  a  mathematical  regression 
formula  to  weigh  the  value  of  errors  detected  by  the  States  in  their  subsample 
review  of  SSA's  quality  assurance  data  so  that  this  sample  of  errors  can  be 
projected  to  the  entire  universe  of  State  supplementation  cases.    Under  the 
present  agreement,  errors  detected  by  the  State  are  incorporated  into  SSA's 
findings  only  on  a  case-by-case  basis  before  calculation  of  the  SSI  payment 
error  rate.    We  have  added  $11  million  to  our  estimate  for  the  SSI  program  in 
1982  to  cover  our  anticipated  cost  as  a  result  of  the  adoption  of  the 
regression  formula.    We  anticipate  that  if  the  regression  formula  were  not 
made  available  to  the  States  there  would  be  an  increase  in  FFL  comparable  to 
the  cost  of  the  regression  formula  since  some  States  would  elect  to  do  a  100 
percent  rereview. 

We  also  plan  to  prooose  waivers  of  all  FFL  payments  to  States  that  also  obtain 
waivers  of  fiscal  sanctions  for  error  rates  in  excess  of  the  tolerance  levels 
mandated  in  their  AFDC/Medicaid  programs.    FFL  payments  are  fiscal  sanctions 
which  the  States  impose  on  the  Federal  Government  currently  at  a  4  percent 
error  tolerance  level.    The  fiscal  sanctions  imposed  on  the  Federal  Government 
are  stricter  than  those  imposed  on  the  States  for  the  AFDC/Medicaid  programs. 
For  example,  the  1981  AFDC  fiscal  sanctions  which  would  be  imposed  in  FY  1982 
are  based  on  a  7.6  percent  error  tolerance  level.    Furthermore,  unlike  the 
AFDC  regulations,  the  FFL  regulations  are  silent  on  the  issue  of  waivers  of 
fiscal  sanctions.    This  would  directly  link  the  actual  payment  of  FFL  to  the 
Department's  waiver  policy  in  AFDC  and  Medicaid  beginninq  in  fiscal  year 
1982.    We  estimate  our  total  FY  1982  FFL  needs  as  a  result  of  this  policy  to 
be  $15,600,000. 
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Revisions  to  the  FY  1981  Budget 

The  Social  Security  Administration  wants  to  bring  to  the  attention  of  the 
Congress  proposed  changes  to  the  1981  budget  estimates  since  the  time 
Congressional  decisions  were  made.    The  revisions  are  summarized  in  the  table 
below: 


 r__t  1981  

Appropriation  Revised 
Activity  (H.R.  7998)  Estimate  Change 


Federal  benefit 

payments   $6,198,423,000     $6,349,000,000  +$150,577,000 

Federal  hold -harmless 

payments   45,000,000  45,000,000   

Beneficiary  services...  38,200,000  38,351,000  +151,000 
Payments  to  the  trust 

funds  for  SSI  admini-  2/ 

strative  expenses   719,494,000          730,073,000  +10,579,000 

Federal  fiscal 

liability   4,000,000            47,611,000  +43,611,000 

y 

Total  Obligations..  $7,005,117,000     $7,210,035,000  +$204,918,000 
V 

Financing  adjustments..     +137,465,000  +137,465,000 


Total  Budget 

Authority  2/ 
(Appropriation)   $7,005,117,000     $7,347,500,000  +$342,383,000 


17   Includes  funds  borrowed  from  the  FY  1981  appropriation  for  use  in  FY  1980, 
($144,121,460)  less  the  unobligated  balances  remaining  at  the  end  of  FY 
1980  and  carried  forward  for  use  in  FY  1981  (-$6,656,083). 

2/    Includes  a  proposed  supplemental  of  $38,192,000  for  the  October  1980 
pay  raise. 

Federal  Benefit  Payments  (+$150,577,000) 


The  increase  is  based  on  higher  than  anticipated  levels  of  inflation  and 
resultant  cost-of-living  increases. 
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Beneficiary  Services  (+151,000) 

The  increase  in  beneficiary  services  reflects  a  snail  increase  for  the  referral 
and  monitoring  of  drug  addicts  and  alcoholics. 

SSI  Aftninistrative  Expenses  (+$ 10 ,579,000) 

The  change  in  the  estimate  of  payments  to  the  trust  funds  for  administrative 
expenses  results  from  several  increases  and  decreases  as  discussed  in  the  SSI 
activity  write-up  under  the  Limitation  on  Administrative  Expenses  account. 

Federal  Fiscal  Liability  (+$43,611,000) 

Current  Federal  fiscal  liability  (FFL)  estimates  are  substantially  higher 
because  there  were  fewer  settlements  than  previously  projected  to  be  completed 
in  1980  for  all  periods  through  September  1979.    Some  of  the  States  which  have 
not  yet  settled  1974  FFL  have  chosen  the  labor-intensive  and  time-consuming 
method  of  case-by-case  listings  of  errors  as  the  method  to  determine  FFL,  and 
others  have  not  agreed  on  a  method  for  settling  disputes.    The  revised  budqet 
assumes  all  States  will  have  settled  all  outstanding  FFL  for  all  periods  through 
September  1980  by  the  end  of  FY  1981. 


78-993   O— 80  26 
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Federal  Benefit  Payments 

Authorizing  Legislation :    Sections  1602,  1611,  and  1617  of  the  Social  Security 
Act. 


1981  1982 
Revised  Estimate       Revised  Request 


$6,352,000,000  $7,059,000,000 
-3,000,000  -115,471,000 
$6,349,000,000  $6,943,529,000 


Justification  for  FY  1982  Revised  Request 

The  SSI  program  was  established  to  ensure  needy  aqed,  blind  and  disabled  indivi- 
duals a  minimum  level  of  income  to  meet  their  basic  needs  through  federally- 
administered  monthly  cash  benefit  payments,  which  in  many  cases  will  supplement 
income  from  other  sources,  including  social  security  benefits.    The  revised 
budget  request  for  FY  1982  includes  56,943,529,000  for  payments  to  nearly 
3,700,000  recipients  of  monthly  Federal  payments.    In  fiscal  year  1980, 
3,700,000  recipients  received  an  average  monthly  Federal  payment  of  $127.93. 


Current  request 
Proposed  change 
Revised  request 


Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981  Revised  Estimate 

The  revised  budget  request  ($6,943,529,000)  assumes  additional  authority 
(+$594,529,000)  will  be  needed  in  1982  over  the  1981  revised  estiamte 
($6,349,000,000)  to  fund  the  anticipated  increases  in  Federal  benefit  payments. 
This  increase  reflects  the  net  effect  of  a  variety  of  factors — the  dollar  impact 
of  each  is  identified  in  the  Summary  of  Changes.    The  following  tables  provide 
additional  statistics  and  explanations  of  factors  which  affect  the  level  of 
Federal  benefit  payments. 

A.    Average  Monthly  Number  of  Recipients 

The  table  below  reflects  the  estimated  average  monthly  number  of  recipients 
of  Federal  SSI  payments. 


Average  Monthly  SSI  Recipients 

1981  1982  Percent 

Estimate  Estimate  Change 


Aged   1,549,000  1,519,000  -1.9% 

Blind  and  Disabled   2,136,000  1/       2,162,000  1/  +1.2% 

Total   3,685,000  3,681,000  -0.1% 

1/    Includes  240,000  and  260,000  blind  and  disabled  children  respectivelv. 


401 


54 

The  primary  reason  for  the  increase  in  the  number  of  the  blind  and  disabled 
recipients  is  the  increase  in  the  blind  and  disabled  children  population — the 
adult  population  remains  fairly  stable.    The  table  below  reflects  these 
increases: 

Blind  and  Disabled  Child  Recipients  as  of  June  of  Each  Year 


Number  of 
Recipients 

Annual 

Increase 

Year 

Number 

Percent 

1975 

99,300 

1976 

143,900 

44,100 

44.2 

1977 

162,100 

18,200 

12.6 

1978 

188,200 

26,100 

16.1 

1979 

206,000 

17,800 

9.5 

1980 

219,000 

13,000 

6.3 

1981  (Est.) 

240,000 

21 ,000 

9.6 

1982  (Est.) 

260,000 

20,000 

8.3 

B.    Maximum  Monthly  Federal  Benefit 

On  July  1,  1980,  the  maximum  monthly  Federal  benefit  payment  increased  by 
14.3  percent  due  to  the  cost-of-living  increase  for  the  previous  year. 
Under  the  automatic  cost-of-living  adjustment  provision,  we  project 
subsequent  increases  of  11.2  percent  on  July  1,  1981  and  9.3  percent  July  1 
1982.    The  maximum  monthly  Federal  benefits  estimated  for  1981  and  1982 
under  present  law  are: 


First  9 
Months 


FY  1981 


Last  3  Months 
(11.2%) 
Increase 


FY  1982 


First  9 
Months 


Last  3  Months 
(9.3%) 
Increase 


Sinqle  individual....  $238.00 
Couple   $357.00 


$264.70 
$397.00 


$264.70 
$397.00 


$289.40 
$434.00 


C.    Estimated  Average  Monthly  Payments 

Because  SSI  recipients  generally  have  some  other  monthly  income,  such  as 
social  security  benefits  or  private  pensions,  very  few  receive  the  maximum 
Federal  benefit  shown  in  the  preceding  table.    The  table  below  shows 
average  monthly  Federal  payments  to  SSI  recipients  during  FY  1981  and 
FY  1982. 


FY  1981 


FY  1982 


Aged  

Blind  and  Disabled. 
All  SSI  Recipients. 


$110.15 
173.35 
$146.80 


$122.10 
192.05 
$163.20 
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Factors  Affecting  Average  Monthly  Payments 

1.  Automatic  Benefit  Increase 

The  SSI  automatic  cost-of-living  increases  granted  on  July  1  of  each 
year  raise  average  SSI  payments.    At  the  same  time,  concurrent  automatic 
increases  in  social  security  benefits,  which  raise  the  other  income  of 
many  SSI  recipients,  partially  offset  the  increase  in  average  SSI  pay- 
ments (see  paragraph  2  below).    The  impact  of  such  increases  on  the 
maximum  and  average  monthly  payments  are  shown  in  paragraphs  B  and  C 
above  respectively. 

2.  Mix  of  Concurrent  Recipients 

Average  monthly  payments  are  significantly  lower  than  the  maximum  amount 
payable  under  the  law  primarily  because  roughly  half  of  the  SSI 
recipient  population  also  receive  title  II  benefit  payments.    This  per- 
centage is  expected  to  remain  stable  in  1982.    Over  two-thirds  of  the 
SSI  aged  group  and  one-third  of  the  SSI  blind  and  disabled  population 
receive  concurrent  payments.    Of  the  blind  and  disabled  concurrent 
recipients,  60  percent  receive  title  II  benefits  because  they  are 
disabled  dependents  of  title  II  worker-recipients  and  40  percent 
receive  title  II  because  they  are  disabled  workers. 

3.  Mix  of  Converted  and  New  Recipients 

SSI  recipients  who  were  on  the  State  adult  assistance  rolls  prior  to  the 
SSI  program  were  grandfathered  into  the  SSI  program.    Experience  shows 
that  these  converted  recipients  receive  hiaher  payments  on  the  average 
than  do  those  who  have  come  onto  the  SSI  rolls  since  January  1974.  The 
number  of  converted  recipients  is  dropping  steadily,  due  primarily  to 
death,  cessation  of  disability  or  excess  income  or  resources.  This 
decline  is  illustrated  by  the  following  table: 


SSI  Recipients  of  Federal  Benefits  (End-of-Year) 


Total 


Converted 


%  Converted 


1980  Actual.. 

1981  Estimate 

1982  Estimate 


3,686,000 
3,684,000 
3,685,000 


1,300,000 
1,140,000 
1,000,000 


36 
31 
27 
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Mix  of  Aged  and  Blind  and  Disabled  Recipients 

Current  estimates  indicate  that  the  blind  and  disabled  portion  of  the 
total  SSI  recipient  population  continues  to  increase  while  the  aged 
portion  continues  to  decline.    As  indicated  earlier  most  of  the  increase 
is  for  blind  and  disabled  children.    This  chanqe  in  the  population  mix 
is  illustrated  in  the  followinq  table: 

SSI  Recipients  of  Federal  Benefits  (End-of-Year) 

Blind  and      %  of  B&D 
Total  Aged  Disabled  Total 

1980  Actual   3,686,000       1,552,000  2,134,000  58 

1981  Estimate   3,684,000       1,536,000  2,148,000  58 

1982  Estimate   3,685,000       1,507,000  2,178,000  59 

As  previously  indicated,  the  blind  and  disabled  population  receives  a 
larger  average  monthly  benefit  than  does  the  aged  population.  This 
occurs  because  blind  and  disabled  recipients  generally  have  less  income 
to  offset  SSI  benefits.    As  the  portion  of  blind  and  disabled  recipients 
to  the  total  recipient  population  increases,  the  overall  average 
monthly  benefit  and  therefore  the  cost  of  the  SSI  program  also 
increases. 

Initiatives  to  Improve  Payment  Accuracy 

SSA  is  continuing  its  extensive  efforts  to  improve  payment  accuracy  by 
locating  and  terminating  ineligible  recipients  and  correcting  benefits 
being  paid  incorrectly  to  eligible  beneficiaries.    Efforts  to  prevent, 
detect  and  resolve  overpayments  promptly  produced  significant  results; 
and  further  improvements  are  expected.    The  SSI  payment  error  rate  of 
6.3  percent  in  the  1977  "base  period"  has  been  reduced  to  the  current 
rate  of  5.0  percent  for  the  6-month  period  ended  March  31,  1980.    SSA  is 
projecting  a  further  reduction  to  a  target  of  4.0  percent  in  1982. 
These  improvements  will  occur  by  continuing  past  efforts  coupled  with 
the  following  new  efforts  recently  initiated  or  planned: 

*  Bank  Account  Verification  Interface  with  IRS  -  SSA  plans  to  develop 
a  fully  automated  procedure  in  which  the  account  numbers  of  SSI 
applicants  and  beneficiaries  would  be  provided  to  IRS  in  order  to 
obtain  IRS  data  which  will  identify  bank  accounts  of  SSI  applicants 
and  beneficiaries. 

*  Preeffectuation  Review  -  SSA  will  review  a  sample  of  disability  cases 
after  a  State  has  determined  the  claimant  is  disabled,  but  before  SSA 
begins  paying  benefits.    The  goal  is  to  assure  that  only  those 
individuals  who  meet  the  Federal  disability  requirements  are  added  to 
the  rolls. 
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Beneficiary  Services 
Authorizing  Legislation:    Section  1611(e)(3)(A)  of  the -Social  Security  Act. 


1981 

1982 

Increase 

Revised 

Revised 

or 

Estimate 

Request 

Decrease 

Beneficiary  Services 

$38,351,000 

$21,616,000 

-$16,735,000 

Purpose  and  Method  of  Operation 

Funds  requested  for  this  activity  are  for  two  purposes: 


1 .  Vocational  Rehabilitation — to  provide  vocational  rehabilitation  services  to 
disabled  SSI  recipients;  and 

2.  'Drug  Addicts  and  Alcoholics — to  monitor  the  treatment  of  certain  disabled 
SSI  recipients  who  are  drug  addicts  or  alcoholics  (Section  1611(e)(3)(B)  of 
the  Social  Security  Act) . 

The  objective  of  vocational  rehabilitation  for  SSI  recipients  is  to  help 
disabled  individuals  return  to  productive,  self-supporting  work  activity.  The 
emphasis  on  productive  activity  is  intended  to  promote  the  cost  effectiveness 
of  the  program.    For  1982,  pending  enactment  of  the  administrations 
legislative  proposal  to  eliminate  the  SSI  vocational  rehabilitation  oroqram,  we 
are  proposina  a  change  in  the  mechanism  for  funding  these  services.    Instead  of 
reimbursing  State  aaencies  for  services  provided  to  all  SSI  recipients,  we  will 
provide  reimbursement  only  for  those  beneficiaries  who  have  been  rehabilitated 
successfully. 

Disabled  SSI  recipients  who  medically  are  determined  to  be  druq  addicts  or 
alcoholics  and  whose  drug  addiction  of  alcoholism  contributes  to  their 
disability  condition  must  undergo  appropriate  treatment  for  their  conditions  at 
an  approved  facility.    State  agencies,  or  other  governmental  agencies,  under 
contracts  with  the  Secretary  refer  drug  addicts  or  alcoholics  to  approved 
treatment  facilities,  monitor  their  treatment,  and  report 'noncompliance  and 
successful  treatment  to  the  Social  Security  Administration.    The  States  are* 
reimbursed  for  the  costs  of  the  services  they  provide.    SSA  transfers  funds  to 
the  Rehabilitation  Services  Administration  (RSA)  which  in  turn  allocates  them 
to  the  States.    SSA  is  also  responsible  for  negotiating  agreements  with  the 
governmental  agencies  in  California,  Maryland,  Montana,  New  York  and 
Pennsylvania  to  monitor  the  treatment  of  drug  addicts  and  alcoholics. 

The  provision  of  medical,  developmental,  rehabilitative  and  social  services  to 
disabled  SSI  child  recipients  under  age  16  previously  funded  from  the  SSI 
appropriation  in  the  beneficiary  services  activity  are  not  included  in  the 
1982  SSI  budget  request.    Legislation  which  authorizes  these  services  was 
enacted  during  1980,  and  $30  million  included  in  SSA's  1981  appropriation  was 
transferred  to  the  Public  Health  Service  for  those  purposes.    Beginning  in 
1982,  the  Public  Health  Service  will  budget  for  these  funds  in  its 
appropriation  request. 
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ationale  for  the  Budget  Request 

.    Vacations!  Rehabilitation  (VR)  Services  to  Disabled  SSI  Recipients 
($20,000,000) 

Pending  enactment  of  the  Administration's  proposal  to  eliminate  SSI 
vocational  rehabilitation  services  this  program  will  be  funded  at  a  reduced 
level  in  the  1981  budget.    The  program  is  being  restructured  so  that  funds 
will  be  provided  to  the  States  on  the  basis  of  successful  rehabilitation. 

2.    Monitoring  the  Treatment  of  Drug  addicts  and  Alcoholics  ($1,616,000) 

In  1982  SSA  is  requesting  a  slight  increase  in  the  funds  for  the  referral 
and  monitoring  of  drug  addicts  and  alcoholics  due  to  an  increased  caseload 
and  the  addition  of  another  State  agency  (Pennsylvania).    Cost  estimates 
follow: 


FY  1981 


FY  1982 


Decrease 

or 
Increase 


Drug  addicts  or  alcoholics. 
Average  cost  per  recipient, 
Total  cost  , 


$1,351,000    $1,616,000  +$265,000 


4,085  4,520  +435 

$331  $358  +$27 
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Payments  to  the  Trust  Funds  for  Administrative  Costs 

Authorizing  Legislation:    Sections  202(g)(1)  and  1633  of  the  Social  Security 
Act. 

_  _ 
 Revised  Estimate  Revised  Request 

Current  request   $772,100,000  $832,336,000 

Proposed  change   -42,000,000  -58,604,000 

Revised  request    $730,073,000  $773,732,000 


The  Social  Security  Administration  is  responsible  for  administerinq  the 
Supplemental  Security  Income  program.    The  program's  administrative  expenses  are 
identified  and  explained  in  the  justification  for  "Limitation  on  Administrative 


Section  201(g)(1)  of  the  Social  Security  Act  provides  that  administrative 
exDenses  for  the  Supplemental  Security  Income  program,  including  Federal 
administration  of  State  supplementation  payments,  may  be  financed  from  the 
social  security  trust  funds  with  reimbursement,  including  any  interest  lost,  to 
the  trust  funds  from  general  revenues.    The  use  of  trust  funds  for  SSI  admini- 
strative expenses  is  primarily  for  administrative  convenience  and  efficiency. 
The  legislative  history  of  the  1972  amendments  indicates  a  desire  to  obtain 
economy  of  administration  by  giving  the  Social  Security  Administration  the 
responsibility  for  the  SSI  proqram  because  of  its  existing  district  office  net- 
work, administrative  and  ADP  facilities.    The  integration  of  the  administration 
of  these  programs  made  it  necessary  to  permit  funding  from  one  source  and  reim- 
bursement to  the  trust  funds  based  on  a  cost  analysis  of  the  respective 
expenses  of  the  SSI  and  social  security  insurance  programs.    This  appropriation 
includes  $773,732,000  for  payments  to  the  trust  funds  in  fiscal  year  1982  for 
administration    of  the  SSI  program. 

V    Includes  a  proposed  supplemental  of  $38,192,000  for  the  October  1980  pay 
raise. 
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Federal  Fiscal  Liability  (FFL) 

Author izinq  Leqislation :    Title  XVI  of  the  Social  Security  Act  as  interpreted; 
Section  405  of  P.L.  95-216. 


1981  1982 
Revised  Estimate  Revised  Request 


Current  request   $47,611,000  $24,600,000 

Proposed  change    -~  9,000,000 

Revised  request   $47,611,000  $15,600,000 

Justification  for  FY  1982  Revised  Request 

At  present,  26  States  and  the  District  of  Columbia  elect  to  have  the  Federal 
Government  administer  their  supplementation  payments.    The  requested  funds  are 
to  reimburse  the  States  for  State  supplementation  funds  incorrectly  paid  by  the 
Federal  Government  as  a  result  of  Federal  errors  only — not  for  incorrect 
payments  which  resulted  from  faulty  information  about  recipients  provided  by 
States  during  conversion  from  the  State-administered  adult  assistance  programs 
to  the  SSI  program. 


Section  405  of  the  Social  Security  Amendments  of  1977  (P.L.  95-216)  expands 
Federal  fiscal  liability  (FFL).    It  directs  the  Secretary  of  Health  and  Human 
Services  to  reimburse  States  for  erroneous  State-administered  supplementation 
payments  made  during  calendar  year  1974  as  a  result  of  incorrect  information 
furnished  by  the  Secretary  or  incorrect  Federal  SSI  benefit  payments. 

Revised  regulations  on  FFL  tolerances  for  SSI,  effective  March  7,  1979,  provide 
that  States  will  be  reimbursed  funds  for  incorrect  State  supplementation 
payments  made  by  the  Federal  Government  in  excess  of  a  4  percent  error 
tolerance  beginning  October  1,  1979. 

Modifications  to  current  agreements  are  in  the  final  stages  of  negotiation  with 
the  States'  representatives.    The  most  important  of  a  variety  of  changes 
involves  the  use  of  a  mathematical  regression  formula  to  weigh  the  value  of 
errors  detected  by  the  State  in  its  subsample  of  SSA's  quality  assurance  find- 
ings.   The  State  of  California  has  expressed  its  intention  to  review  100  per- 
cent of  the  Federal  sample,  which  could  achieve  the  same  end  result  as  if  the 
regression  formula  were  applied.    It  is  likely  that  other  States  may  follow 
California's  lead  and  on  a  sustained  basis.    As  a  contingency  the  budget 
reflects  an  additional  $11,000,000  based  on  a  projected  1  percent  increase  in 
the  error  rate  for  federally-administered  State  supplementation  dollars  result- 
ing from  either  the  use  of  the  regression  formula  or  the  100  percent  State 
reviews. 
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We  also  plan  to  propose  waivers  of  all  FFL  payments  to  States  that  also  obtain 
waivers  of  fiscal  sanctions  for  error  rates  in  excess  of  the  tolerance  levels 
mandated  in  their  AFDC/Medicaid  programs.    FFL  payments  are  fiscal  sanctions 
which  the  States  impose  on  the  Federal  Government  currently  at  a  4  percent  error 
tolerance  level.    The  fiscal  sanctions  imposed  on  the  Federal  Government  are 
stricter  than  those  imposed  on    the  States  for  the  AFDC/Medicaid  programs.  For 
example,  the  1981  AFDC  fiscal  sanctions  which  would  be  imposed  in  FY  1982  are 
based  on  a  7.6  percent  error  tolerance  level.    Furthermore,  unlike  the  AFDC 
regulations,  the  FFL  regulations  are  silent  on  the  issue  of  waivers  of  fiscal 
sanctions.    This  change  would  directly  link  the  actual  payments  of  FFL  to  the 
Department's  waiver  policy  in  AFDC  and  Medicaid  beginning  in  FY  1982.  Vfe 
estimate  our  total  FY  1982  FFL  needs  as  a  result  of  this  policy  to  be 
$15,600,000 

Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981  Revised  Estimate 

The  FY  1982  revised  rquest  ($15,600,000)  is  $32,011,000  less  than  the  FY  1982 
revised  estimate  ($47,611,000).    The  estimates  of  Federal  fiscal  liability 
presented  in  this  document  are  largely  dependent  on  two  factors:    error  rates  as 
established  by  the  quality  assurance  system  for  current  periods  and  achieving 
negotiated  settlements  with  States  over  disputed  periods.    The  budget  assumes 
all  outstanding  FFL  for  all  periods  through  September  1980  will  be  settled  in 
1981.    Beginning  in  1982,  only  FFL  for  the  two  most  recent  6-month  periods  will 
be  settled,  as  shown  in  the  following  table: 


Estimated  FFL  Obligations 
($  in  thousands) 

Actual  or  Anticipated  Settlement 
1981  1982 


1980 

Revised 

Revised 

Fiscal  Period 

Actual 

Estimate 

Request 

January  -  December  1974.. 

$25,936 

$  -  - 

January  -  December  1975.. 

2,243 

January  -  September  1976. 

1,961 

October  1976  -  September 

1,165 

October  1977  -  September 

1,205 

October  1978  -  September 

1,501 

October  1979  -  September 

13,600 

October  1980  -  September 

1981  

15,600 

Total  Obligations 


$9,286 


$47,611 


$15,600 
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SOCIAL  SECURITY  AEMINISTRATICN 
Assistance  Payments  Program 


For  carrying  out,  except  as  otherwise  provided,  titles  I,  IV  (  except 
V 

sections  403(a)(5)  and  406(e))    ;  Xf  XI/  xiV,  and  XVI  of  the  Social  Security  Act, 
and  the  Act  of  July  5,  1960  (24  U.S.C.,  ch.  9) ,  [  $8,145,689,000]  $8,073,443,000, 
to  remain  available  until  expended. 

2/ 

For  making,  after  [June  30]  May  31        of  the  current  fiscal  year,  payments  to 

V 

States  under  titles  I,  IV  (except  sections  403(a)(5)  and  406(e))     ,  X,  XIV,  and 
1/ 

XVI  [,  respectively,]         of  the  Social  Security  Act  for  the  last  three  months  of 

the  current  fiscal  year  [and  for  making  after  July  31  of  the  current  fiscal  year 

payments  for  the  first  quarter  of  the  succeeding  fiscal  year  such  sums  as  may  be 

V  5/ 
necessary,]         for  unanticipated  costs,  not  to  exceed  $1,000,000,000  the 

2/ 

obligations  [incurred]        and  the  expenditures  [made  thereunder  for  payments  under 

2/ 

each  of  such  titles"  ]      to  be  charged  to  the  subsequent  appropriations  therefor 

1/ 

for  the  current  [or  succeeding  ]      fiscal  year.  [  No  payment  shall  be  made  from 

this  appropriation  to  reimburse  State  or  local  expenditures  made  prior  to 

October  1,  1978  unless  a  request  for  reimbursement  had  been  officially  transmitted 

to  the  Federal  Government  within  2  years  after  the  fiscal  year  in  which  the 
£/ 

expenditure  occurred.] 

For  making  payments  to  States  under  titles  I,  TV  (except  sections  403(a)(5) 

1/ 

and  406(e))      ,  X,  XIV,  and  XVI  of  the  Social  Security  Act  for  the  first  quarter 

7/ 

of  fiscal  year  1983,  $2,019,878,000,  to  remain  available  until  expended. 


Explanation  of  Language  Changes 

Note:    The  major  changes  in  the  1982  appropriation  language  involve  replacing  the 
"borrowing"  authority  for  advance  grants  for  the  first  quarter  of  the  succeeding 
year  with  an  advance  appropriation  for  the  same  quarter  and  the  elimination  of  the 
Emergency  Assistance  activity  from  this  appropriation.    See  the  General  Statement 
for  this  appropriation  for  more  details  on  these  changes. 

1/   Beginning  with  FY  1982,  no  funds  are  budgeted  for  Emergency  Assistance  authorized 
by  sections  403(a) (5)  and  406(e)  of  the  Social  Security  Act.    The  activities 
funded  under  these  sections  are  being  subsumed  into  the  Energy  and  Emergency 
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Assistance  Grant  authority  upon  its  enactment.    The  Energy  and  Emergency 
Assistance  Grant  authority,  would  repeal  the  Emergency  Assistance  provisions  in 
title  IV  of  the  Social  Security  Act. 

2/   The  date  after  which  payments  can  be  made  to  States  for  the  last  3  months  of  the 
fiscal  year,  from  funds  "borrowed"  from  the  subsequent  fiscal  year,  has  been 
changed  to  May  31.    This  change  provides  sufficient  lead-time  to  include 
"borrowed"  funds  in  the  fourth  quarter  advance  grants  to  the  States  thus 
reducing  the  risk  of  interrupted  payments  to  recipients  and  need  for  supplemental 
grant  awards.    The  additional  funds  obtained  by  "borrowing"  from  the  subsequent 
fiscal  year,  when  added  to  remaining  current  fiscal  year  funds,  will  make 
available  sufficient  funds  during  June  of  the  current  fiscal  year  to  allow  SSA 
to  honor  approved  fourth  quarter  grant  requests  in  full  for  all  States  prior 
to  the  beginning  of  the  fourth  quarter. 

3/   These  changes  have  been  made  to  simplify  the  appropriation  language  and  have  no 
impact  on  its  content  or  meaning. 

4/    The  language  which  provided  for  "borrowing"  by  the  current  fiscal  year  for 
making  the  first  quarter  grants  for  the  succeeding  fiscal  year  has  been 
eliminated.    Funding  for  the  first  quarter  grants  of  the  succeeding  year  will 
be  requested  at  the  same  time  as  the  budget  year,  through  an  advance 
appropriation  for  that  3  month  period. 

5/   This  phrase  was  inserted  to  place  an  upper  limit  of  $1,000,000,000  on  the  amount 
of  funds  that  can  be  "borrowed"  from  the  succeeding  year  by  the  budget  year  in 
the  event  that  the  budget  year  estimates  prove  to  be  too  low.    This  "borrowing" 
limitation  should  not  adversely  affect  the  SSA's  ability  to  meet  State 
requirements  in  fiscal  year  1982.    The  amount  is  in  excess  of  12  percent  of  the 
fiscal  year  1982  budget  request  and  is  above  and  beyond  any  supplemental  budget 
requests  whine  may  be  later  requested  for  fiscal  year  1982. 

6/   The  language  concerning  the  time-limit  on  payments  to  State  and  local 
governments  has  been  deleted  because  Section  306  of  P.L.  96-272  provides 
substantive  legislation  on  this  subject. 

7/   This  new  section  has  been  added  to  provide  for  an  advance  appropriation  for  the 
first  quarter  of  fiscal  year  1983.    The  advance  appropriation  request  replaces 
the  "borrowing"  authority,  previously  provided  as  the  means  of  providing  funds 
to  the  current  year  for  issuing  first  quarter  advance  grants  for  the  succeeding 
fiscal  year.    This  change  will  allow  the  Congress  to  review  the  program  levels 
and  their  justifications  for  the  period  covered  by  the  advance  appropriation. 
Beginning  with  fiscal  year  1983,  the  elimination  of  "borrowing"  for  advance 
grants  will  make  budget  authority  and  appropriation  amounts  (for  a  fiscal  year) 
the  same. 
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Language  Analysis 


Language  Provision 

Explanation 

"For  carrying  out,  except  as  otherwise 
provided,  titles  I,  IV    (  except  sections 
403(a)(5)  and  406(e)),..." 

This  language  has  been  added  to 
reflect  the  fact  that  the  emergency 
assistance  activities  authorized  by 
these  sections  in  title  IV  of  the 
Social  Security  Act  are  being 
subsumed  into  the  Energy  and  Emergency 
Assistance  Grant  Act  upon  its  enact- 
ment.   Funds  are  requested  for 
emergency  assistance  purposes  in  the 
new  account,  "Energy  and  Emergency 
Assistance  Grant  Program." 

". . .to  remain  available  until  expended." 

This  language  was  inserted  by  the 
Congress  to  provide  authority,  in  the 
event  that  the  budget  estimates  are 
high,  to  use  funds  appropriated  but  not 
obligated  in  one  fiscal  year  for 
obligations  and  expenditures  in  a 
subsequent  year. 

For  making,  after  May  31  of  the  current 
fiscal  year,  payments  to  States  under 
titles  I,  IV    (  except  sections  403(a)(5) 
and  406(e)),  x,  XIV,  and  XVI  of  the 
Social  Security  Act  for  the  last  3  months 
of  the  current  fiscal  year  for 
unanticipated  costs ,  not  to  exceed 
Jl,000>000>000,  the  obligations  and 
expenditures  to  be  charged  to  the 
subsequent  appropriations  therefor 
for  the  current  fiscal  year. 

Provides  that: 

(1)  Costs  for  the  last  3  months  of 
fiscal  year  1982  may  be  financed, 
if  necessary,  from  funds  of  the 
next  fiscal  year.    This  safeguards 
recipients  under  the  assistance 
payments  programs.    If  the 
appropriation  estimates  for  1982 
prove  to  be  too  low,  grants  to 
States  would  continue  without 
interruption. 

(2)  The  funds  financed  from  the  next 
fiscal  year  for  higher  than 
budgeted  costs  in  fiscal  year  1982 
may  not  exceed  $1,000,000,000. 

"For  making  payments  to  States  under 
titles  I,  IV  (except  sections  403(a)(5) 
and  406(e)),  X,  XIV,  and  XVI  of  the 
Social  Security  Act  for  the  first  quarter 
of  fiscal  year  1983,  ..." 

This  language  has  been  added  to  provide 
for  an  advance  appropriation  for  making 
grant  awards  for  the  first  quarter  of 
fiscal  year  1983.    This  eliminates  the 
need  for  "borrowing"  funds  fra.i  fiscal 
year  1983  for  making  grant  awards  in 
fiscal  year  1982  for  the  first  quarter 
of  fiscal  year  1983.    As  a  result, 
beginning. with  fiscal  year  1983,  budget 
authority  and  appropriation  amounts  for 
the  budget  year  will  be  the  same. 
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Maintenance  Assistance 
Federal  Share  of  Expenditures ,  1980 


States  and 
Other  Areas 


Aid  to 
Families  With 

Dependent  Emergency 
Children  Assistance 


State 
and  Local 
Administration 


State  and 

Local 
Training 


Alabama 

$57, 

670, 

359 

$ 



$6, 

,894, 

,447 

$576, 

,205 

Alaska 

12, 

725, 

871 



1, 

,426, 

648 

47, 

,937 

Arizona 

15, 

368, 

130 



4, 

,158, 

,574 

73, 

,273 

Arkansas 

36, 

036, 

316 

37, 

,916 

2, 

936, 

150 

70, 

,288 

California 

1,010, 

567, 

367 



128, 

,363, 

,531 

7,118, 

,411 

Colorado 

42, 

287, 

944 



2, 

,022, 

.097 

42, 

,911 

Connecticut 

94, 

660, 

607 

501, 

,340 

5, 

,421, 

,584 

165, 

,296 

Delaware 

15, 

793, 

265 

115, 

,020 

1 

,057, 

278 

23, 

,367 

Dist.  of  Col. 

46, 

641, 

742 

192, 

,528 

2, 

,039, 

,551 

33, 

,204 

Florida 

115, 

502, 

947 



16, 

,710, 

,036 

125, 

,001 

Georiga 

89, 

469, 

006 



12, 

,362, 

,384 

669 

,582 

Guam 

2, 

492, 

951 



318, 

,703 



Hawaii 

44, 

700, 

701 



2, 

,492, 

,931 

32 

,076 

Idaho 

16, 

,878, 

832 



2, 

,238, 

,512 

263 

,000 

Illinois 

350, 

,046, 

834 

100, 

,5o9 

33, 

,296, 

,141 

354 

,859 

Indiana 

73, 

300, 

.147 



10, 

,314, 

,321 

16 

,003 

Iowa 

79, 

,240, 

079 



7, 

,282, 

,894 

118 

,404 

Kansas 

43, 

,834, 

195 

437 , 

,960 

4, 

,549, 

,831 

262 

,033 

Kentucky 

87, 

.824, 

030 

•  1, 

,620, 

,610 

9, 

,252, 

,058 

693 

,630 

Louisiana 

79, 

,926, 

242 



11. 

,464, 

,997 

278 

,742 

Maine 

43, 

,026, 

.967 



2, 

,123, 

,389 

17 

,036 

Maryland 

104, 

,496, 

,245 

1: 

,54b, 

,171 

7, 

,473, 

,746 

69 

,600 

Massachusetts 

247, 

,916, 

,015 

1, 

,972, 

,129 

21, 

,010, 

,e51 

637 

,418 

Miciiigan 

488, 

,742, 

,657 

4, 

,999 

,580 

36, 

,586, 

,648 

605 

,599 

Minnesota 

115, 

,402, 

849 

1, 

,462, 

,586 

9, 

,786, 

,734 

227 

,137 

Mississippi 

46, 

,676, 

,346 



3, 

,031, 

,955 

55 

,422 

Missouri 

100, 

,640, 

.124 

6, 

,966 

11, 

,999, 

,294 

354 

,750 

Montana 

t  '->4i 

,461 

22 

,129 

1 , 

,  320 

,353 

191 

,936 

Nebraska 

23 

,140, 

,871 

161 

,386 

2 

,849, 

,834 

42 

,645 

Nevada 

5, 

,225, 

,393 

1, 

,336, 

,005 

4 

,228 

New  Hampshire 

16 

,014, 

,207 

1, 

,170, 

,640 

b 

,352 

New  Jersey 

255, 

,602, 

,079 

649 

,139 

25 

,064, 

,059 

1,591 

,267 

New  Mexico 

27 

,743 

,306 

3 

,092, 

,983 

153 

,228 

New  York 

824 

,927, 

,485 

12 

,989 

,665 

160 

,129, 

,636 

10,175 

,271 

North  Carolina 

103 

,787, 

,962 

8; 

,541, 

,484 

129 

,555 

North  Dakota 

9 

,554 

,507 

899, 

,029 

19 

,878 

Ohio 

291 

,928 

,098 

11 

,385 

,131 

25 

,451 

,977 

303 

,830 

Oklahoma 

57 

,918 

,576 

694 

,01O 

6, 

,502 

,898 

47 

,796 

Oregon 

86 

,778 

,117 

1, 

,014 

,246 

9, 

,t>54 

,158 

415 

,653 

Pennsylvania 

454 

,043 

,187 

170 

,685 

48 

,905 

,431 

2,907 

,167 

Puerto  Rico 

44 

,328 

,709 

67 

,606 

5 

,470 

,464 

Rhode  Island 

40 

,881 

,412 

2 

,278 

,9b9 

30 

,523 

South  Carolina 

46 

,523 

,095 

6 

,496 

,716 

148 

,175 

South  Dakota 

13 

,116 

,732 

930 

,811 

12 

,234 

Tennessee 

57 

,710 

,479 

I  8, 

,545 

,681 

135 

,992 

Texas 

86 

,575 

,157 

19 

,465 

,685 

1,524 

,466 

U-cah 

29 

,913 

,263 

2 

,654 

,222 

64 

,893 

Veruiont 

23 

,504 

,098 

1 

,134 

,796 

341 

,397 

Total 

$65,141,011 
14,200,456 
19,599,977 
39,080,670 
1,155,049,309 
44,352,952 

100,748,829 
16,988,930 
48,907,025 
,132,338,584 

102,500,972 
2,811,654 
47,225,708 
19,380,344 

383,798,403 
33,630,471 
86,641,377 
49,084,019 
99,390,32? 
91  669,981 
45,167,394 

113,585,762 

271,536,413 

530,934,484 

126,879,306 
49,763,723 

113,001,134 
13,288,879 
26,194,736 
6,565,626 
17,191,199 

282,906,544 
30,989,517 
1,008,222,057 

112,459,001 
10,473,414 

329,069,036 
65,163,282 
97,862,174 

506,026,470 
49,866,779 
43,190,904 
53,167,986 
14,059,777 
66,392,152 

107,565,308 
32,632,378 
24,980,291 
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States  and 
Otner  Areas 

Virginia 
Virgin  Islands 
Washington 
West  Virginia 
Wisconsin 
Wyoming 


Aid  to 
Families  With 
Dependent 
Children 

81,863,363 
1,048,087 
118,486,395 
35,173,527 
191,462,236 
4,120,971 


Emergency 
Assistance 


34,543 
507 

4,124,137 
547,054 
69,394 
107,446 


State  State  and 

and  Local  Local 
Administration  Training 


10,590,213 
193,656 

12,230,121 
3,076,854 

12,914,412 
679,026 


197,931 
311 
209,078 
366,020 
176,742 
8,869 


Total 

92,686,050 
1,242,561 
135,049,731 
39,163,455 
204,622,784 
4,916,312 


Subtotal             413, 994, 541        45,030,453        738,195,998    32,136,627  7,229,357,619 

Repatriation  of 

U.S.  Nationals   /b±,UJU 

Adult  Categories   13,145,000 

Foster  Care  Costs  1/   -263,000,000 

Adjustments  2/   -58,177,619 

Total  (Program  Costs)   $6,922,076,000 


1/   For  comparability  with  this  budget,  AFDC- foster  care  costs  arc  subtracter!  from 
the  States'  estimates. 

2/   Amounts  listed  by  State  reflect  estimates  made  by  the  States.    These  estimates 
have  been  adjusted  in  total  for  the  maintenance  assistance  program  to  bring  the 
total  in  line  with  national  projections  which  are  based  on  national  trends  of 
the  caseload  and  national  socio-economic  variables. 
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Maintenance  Assistance 


Fprter^l  ^rp  of  Expenditures, 

1  QP.1 

Aid  to 

Families  With 

State 

State  and 

States  and 

Dependent 

Emergency 

and  Local 

Local 

Other  Areas 

Children 

Assistance 

Administration 

Training 

Total 

Alabama 

$61,314,000 

<;   

$8,137,000 

$353,000 

&cn   on^  aaa 

$69,804,000 

Alaska 

19,952,000 



1,708,000 

84,000 

21,744 ,000 

Arizona 

19,660,000 



5,026,000 

294,000 

24,980,000 

Arkansas 

37,081,000 

38,000 

3,323,000 

75,000 

40,517 ,000 

California 

1,277,223,000 

159,036,000 

7,274,000 

1,443,533,000 

Colorado 

43,486,000 



5,670,000 

53,000 

49,209,000 

Connecticut 

100,931,000 

500,000 

6,120,000 

243,000 

107,794,000 

Delaware 

16,704,000 

112,000 

1,310,000 

26,000 

18,152,000 

Dist.  of  Col. 

49,814,000 

190,000 

2,193,000 

35,000 

52,232,000 

Florida 

126,389,000 

375,000 

17,967,000 

l    c £  A  aaa 

1,564,000 

1  A  /T     OAC  AAA 

146,295,000 

Georiga 

100,979,000 

16,251,000 

1,519,000 

TTO     "T  A  A  AAA 

118,749,000 

Guam 

2,345,000 



284,000 

O     /"*"»<■>  AAA 

2,629,000 

Hawaii 

46,228,000 



2,788,000 

37,000 

A  r\     ACO  AAA 

49,053,000 

Idaho 

'  15,311,000 



2,600,000 

300, 000 

1 O    Ol 1  AAA 

lb ,211,000 

Illinois 

392,670,000 



46,226,000 

539,000 

VIOQ    VIOE  AAA 

439,435,000 

Indiana 

83,698,000 



9,376,000 

16,000 

QO    AQA  AAA 
93,090,U0U 

Iowa 

95,146,000 



6,156,000 

T  OA  AAA 

120, oou 

1  AT     A OO  AAA 

101,422 ,0U0 

Kansas 

51,157,000 

725,000 

4,853,000 

oon  aaa 

290,000 

C"7    niC  AAA 

5/  ,025,U00 

Kentucky 

106,736,000 

1,620,000 

10,308,000 

1     C~\  A  AAA 

1,610,000 

1  OA    0"7yl  AAA 

120,2/4,000 

Louisiana 

97,328,000 



13,212,000 

OAA  AAA 
300,000 

1  1  A    Oil  A  AAA 
110,840,000 

Maine 

44,638,000 



2,180,000 

12,000 

AC    OOA  AAA 

46,830,000 

Maryland 

113,027,000 

1,772,000 

8,127,000 

1 A  AAA 
/4,0U0 

1  OO    AAA  AAA 

123,000,0U0 

Mas  sachusett s 

264,443,000 

6,016,000 

23,903,000 

O    OTA  AAA 

2  ,olU,UUU 

OQ"7    IT)  AAA 

29/ ,1 /2 ,0UU 

Michigan 

533,256,000 

5,000,000 

38,782,000 

OAA  AAA 

/00,000 

COO    OOO  AAA 

Oil, /38,000 

Minnesota 

118,366,000 

2,161,000 

10,400,000 

nytft  AAA 

249,000 

1  O  1     1  1£L  AAA 

131,1/6,000 

Mississippi 

48,236,000 



3,325,000 

98,000 

ri    r rn  nnn 

51,659,000 

Missouri 

115,576,000 

293,000 

13,892,000 

390,000 

130,151,000 

Montana 

11,832,000 

22,000 

1,116,000 

302,000 

13,272,000 

Nebraska 

27,227,000 

154,000 

3,282,000 

53,000 

30,716,000 

Nevada 

6,357,000 

1,356,000 

6,000 

7,719,000 

New  Hampshire 

17,639,000 



1,272,000 

15,000 

18,926,000 

New  Jersey 

267,437,000 

1,395,000 

28,750,000 

1,403,000 

298,985,000 

New  Mexico 

33,081,000 

3,947,000 

82,000 

37,110,000 

New  York 

837,466,000 

18,715,000 

170,140,000 

14,434,000 

1,040,755,000 

North  Carolina 

107,685,000 

9,734,000 

124,000 

117,543,000 

North  Dakota 

10,412,000 

1,030,000 

17,000 

11,459,000 

Ohio 

338,640,000 

11,095,000 

30,724,000 

409,000 

380,868,000 

Oklahoma 

63,408,000 

1,281,000 

7,660,000 

66,000 

72,415,000 

Oregon 

84,888,000 

1,000,000 

10,137,000 

416,000 

96,441,000 

ru  uioy  -L  v  cu  i_lci 

439,492,000 

200,000 

56,049,000 

i.  ,  734  ,  uuu 

AQQ    TIC  AAA 

Puerto  Rico 

13,336,000 

217,000 

6,120,000 

6,000 

19,679,000 

Rhode  Island 

48,005,000 

2,420,000 

28,000 

50,453,000 

South  Carolina 

54,462,000 

6,690,000 

202,000 

61,354,000 

South  Dakota 

13,667,000 

1,532,000 

19,000 

15,218,000 

Tennessee 

59,564,000 

8,700,000 

116,000 

68,380,000 

Texas 

98,351,000 

19,960,000 

1,015,000 

119,326,000 

Utah 

28,251,000 

2,813,000 

65,000 

31,129,000 

Vermont 

27,035,000 

200,000 

1,433,000 

14,000 

28,682,000 

Virginia 

81,469,000 

80,000 

10,590,000 

210,000 

92,349,000 
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Aid  to 

Families  With  State  State  and 

States  and  Dependent      Emergency        and  Local  Local 

Other  Areas           Children        Assistance   Administration    Training  Total 

Virgin  Islands          1,679,000           1,000           139,000    1,819,000 

Washington             132,130,000      1,950,000       13,519,000          280,000  147,879,000 

West  Virginia          40,273,000        515,000        3,338,000           33,000  44,159,000 

Wisconsin              222,113,000          67,000       10,747,000          174,000  233,101,000 

Wyoming                     4,350,000          90,000           838,000           16,000  5,294,000 

Subtotal         7,051,943,000    55,784,000     837,189,000      41,564,000  7,986,480,000 

Repatriation  of 

U.S.  Nationals...   1,519,000 

Adult  Categories   13 , 346 ,000 

Foster  Care  Costs  1/   -283,000,000 

Adjustments  2/   -72,580,000 

Total  (Program  Costs)   $7,645,765,000 


1/   For  comparability  with  this  budget,  AFDC  foster  care  costs  are  subtracted  from 
the  States'  estimates. 

2/   Amounts  listed  by  State  reflect  estimates  made  by  the  States  prior  to  the 

revision  of  the  1982  budget.    These  estimates  have  been  adjusted  in  total  for 
the  maintenance  assistance  program  to  bring  the  total  in  line  with  national 
projections  which  are  based  on  national  trends  of  the  caseload  and  national 
socio-economic  variables. 
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Maintenance  Assistance 
Federal  Share  of  Expenditures,  1982 

Aid  to 

Families  With  State  State  and 


States  and 
Other  Areas 

Dependent      Emergency        and  Local 
Children        Assistance^' AdmiMstration 

Local 
Training 

Total 

Alabama 

$63,226,000  $ 



$8,477,000 

<^T5A  AAA 

$230,000 

t-7i  r\r\r\ 

$71,933,000 

Alaska 

24,304,000 



1,913,000 

94,000 

26,311,000 

Arizona 

22,749,000 



5,621,000 

330,000 

28,700,000 

Arkansas 

39,862,000 

3,490,000 

75,000 

California 

1,445,615,000 



187,761,000 

7,453,000 

1,640,829,000 

Colorado 

44,568,000 

_ 

6,152,000 

53,000 

50,773 ,000 

Connecticut 

110,257,000 

6,370,000 

OCO  AAA 

268,000 

lift   MQR  l"Y"Y~> 

Delaware 

17,366,000 

1,402,000 

27 ,000 

i ft  7Qs  nnn 

Dist.  of  Col. 

52,812,000 

2,400,000 

38,000 

9so  nnn 

Florida 

124 , 587 , 000 

19,950,000 

QETA  nnn 

y5u,uuu 

145,48 / ,UUU 

Georiga 

119,589,000 

17 , 072 , 000 

i   cqc  nnn 
1, 5yb , UUU 

TiQ  oc~7  nnn 
138 ,Z5/ ,UUU 

Guam 

2,400,000 

300,000 

10, 000 

o  *7i  n  nnn 
2 , / 1U , UUU 

Hawaii 

48,950,000 

3,000,000 

Af\  nnn 
4U , UUU 

d   oon  nnn 

51, yyu , uuu 

Idaho 

1  "7    A  QQ  AAA 

i//4yy, ouo 

2  ,860, UUU 

"iir\  nnn 
33U , UUU 

on  coq  nnn 
zU , boy , UUU 

Illinois 

*>AA     1  CA  AAA 

390,164,000 

A  CI      Tin  AAft 

48,729,000 

/el, UUU 

K7/  firm 

Indiana 

90,084,000 

9,784,000 

XO  ,  UUU 

qq  004  nnn 
yy , 004 , UUU 

Iowa 

108,700,000 

6,329,000 

i  on  nnn 

XZU,UUU 

nc  t  aq  nnn 
113 ,  i*ty ,  uuu 

Kansas 

58,320,000 

C     f\f\£  AAA 

5,096,000 

">c\a  nnn 
3U4 , UUU 

DO  j  /  iU  ,  LAA^ 

Kentucky 

122,130,000 

11,602,000 

1,61U,UUU 

Louisiana 

99,397,000 

13,540,000 

3/5, UUU 

1 1  "3  n  i  nnn 
113 ,31z, UUU 

Maine 

45,750,000 

" 

2,256,000 

18,000 

yi  0  no/i  nnn 
48,024,000 

Maryland 

113,881,000 

9,311,000 

236,000 

TOT    /OQ  rw\ 

Massachusetts 

275,727,000 

7 

28,842,000 

-)    cci  r\r\r\ 

3,557,000 

308 , 126 ,000 

Michigan 

505,555,000 

40,200,000 

700,000 

546 , 4-55 , 000 

Minnesota 

122,386,000 

11,350,000 

OTA  AAA 

270,000 

13A,UUo,000 

Mississippi 

49,321,000 

■ — 

3,700,000 

45,000 

53,066,000 

Missouri 

116,711,000 



14; 959, 000 

A  1  A  AAA 

410,000 

132 , 080,000 

Montana 

22,920,000 

1,512,000 

346,000 

24 , 778 , 000 

Nebraska 

27,999,000 

3,628,000 

54,000 

31 ,681 ,000 

Nevada 

6,604,000 



1,500,000 

6,000 

8,110,000 

New  Hampshire 

18,583,000 

ly 369, 000 

18,000 

19,970,000 

New  Jersey 

0"7"7  ->~in  nnn 
1.1 1 1  £.1  / ,  UUU 

oo  onn  nnn 
2y,3UU,UUU 

1,665,000 

308 , 242 , 000 

New  Mexico 

33,924,000 

4,012,000 

87,000 

38,023,000 

New  York 

839,385,000 

181,929,000 

XX  ,  X-J  /  ,  UUU 

1 ,032 ,471 ,000 

North  Carolina 

112,079,000 

10,374,000 

135,000 

122,'588,'000 

North  Dakota 

10,057,000 

1,200,000 

17,000 

11,274,000 

Ohio 

338,056,000 

31,538,000 

446,000 

370,040,000 

Oklahoma 

65, 635 f 000 

8,460,000 

66,000 

74,161,000 

Oregon 

88,441,000 

10,270,000 

416,000 

99,127,000 

Pennsylvania 

426,006,000 

60,140,000 

3,156,000 

489,302,000 

Puerto  Rico 

35,000,000 

6,120,000 

6,000 

41,126,000 

Rhode  Island 

52,309,000 

2,568,000 

31,000 

54,908,000 

South  Carolina 

57,229,000 

7,354,000 

190,000 

64,773,000 

South  Dakota 

14,757,000 

1,815,000 

28,000 

16,600,000 

Tennessee 

60,883,000 

9,022,000 

126,000 

70,031,000 

Texas 

116,214,000 

25,445,000 

964,000 

142,623,000 

Utah 

29,434,000 

3,000,000 

66,000 

32,500,000 

Vermont 

27,410,000 

1,534,000 

14,000 

28,958,000 

Virginia 

84,879,000 

10,750,000 

212,000 

95 , 841 , 000 
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Aid  to 

Families  With  State  State  and 

States  and  Dependent      Emergency        and  Local  local 

Other  Areas           Children        Assistance   Administration    Training  Total 

Virgin  Islands          2,100,000                                150,000             3,000  2,253,000 

Washington             130,660,000                           15,716,000          280,000  146,656,000 

West  Virginia          41,450,000                             3,554,000            37,000  45,041,000 

Wisconsin              240,901,000                           11,816,000          205,000  252,922,000 

Wyoming                     3,975,000                                887,000           16,000  4,878,000 

Subtotal          7,396,077,000                           917,429,000     39,683,000  8,353,189,000 

Repatriation  of 

U.S.  Nationals   1,653,000 

Adult  Categories   13,350,000 

Foster  Care  Costs.  2/   -299,000,000 

Adjustments  3/   -203,889,000 

Total  (Program  Costs)   $7,865,303,000 


1/   Beginning  with  FY  1982,  authority  for  tiie, Emergency  Assistance  activities  will  be 
incorporated  into  the  new  Energy  and  Emergency  Assistance  Grant  authority. 

2/   For  comparability  with  this  budget,  AFDC-foster  care  costs  are  subtracted  from 
~~     the  States'  estimates. 

3/  Amounts  listed  by  State  reflect  estimates  made  by  the  States  prior  to  the 
revision  of  the  1982  budget.    These  estimates  have  been  adjusted  in  total 
for  the  maintenance  assistance  program  to  bring  the  total  line  with  national 
projections  which  are  based  on  national  trends  of  the  caseload  and  national 
socio-economic  variables. 
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Child  Support  Enforcement 
Federal  Share  of  Collections 


1980  1981  1982 

State  Actual  Estimate  Estimate 


Alabama 

$2, 

,799,000 

$3, 

,233, 

,000 

$3, 

509, 

,000 

Alaska 

263, 

000 

346, 

,000 

34b, 

,000 

Arizona 

259, 

000 

24o, 

000 

312, 

,000 

Arkansas 

1, 

,542, 

000 

1, 

630, 

000 

1, 

928, 

,000 

California 

31, 

,238, 

,000 

■  37, 

,848, 

,000 

40, 

877, 

,000 

Colorado 

2, 

,058, 

,000 

1, 

850, 

,000 

2, 

055, 

,000 

Connecticut 

6, 

,655, 

,000 

5, 

,145, 

000 

5, 

495, 

,000 

Delaware 

780, 

,000 

606, 

,000 

643. 

,000 

District  of  Columbia 

518, 

,000 

84b, 

000 

1, 

214, 

,000 

Florida 

5, 

,4b8, 

,000 

6, 

,184, 

,000 

6, 

678, 

,000 

Georgia 

3, 

,615, 

,000 

2, 

,997, 

000 

3, 

212, 

,000 

Hawaii 

1, 

,395, 

,000 

1, 

,b94, 

000 

2, 

2b9, 

,000 

Idano 

1, 

,627, 

,000 

1, 

,b32, 

,000 

1, 

b32, 

,ooo 

Illinois 

5, 

,884, 

,000 

5, 

,86b, 

,000 

7, 

052, 

,000 

Indiana 

3, 

,206, 

,000 

3, 

,5b0, 

,000 

3, 

7b0: 

,000 

Iowa 

5, 

,060, 

,000 

bi 

,419, 

,000 

7, 

,b50: 

,000 

Kansas 

St! 

,777, 

,000 

2, 

,171, 

,000 

2, 

,194 

,000 

Kentucky- 

2 

,159, 

,000 

2, 

,479, 

,000 

2, 

,«29 

,000 

Louisiana 

3 

,039, 

,000 

3, 

,711, 

,000 

4 

,592 

,000 

Maine 

2 

,885. 

,000 

2 

,«96: 

,000 

3, 

,23b 

,000 

Maryland 

4 

,342 

,000 

4, 

,513, 

,000 

4, 

,720 

,000 

Massacnusetts 

19 

,315 

,000 

15, 

,048, 

,ooo 

17, 

,57tt 

,000 

Micnigan 

27 

,049 

,000 

29, 

,750, 

,000 

31, 

,535 

,000 

Minnesota 

5 

,632 

,000 

6 

,200, 

,000 

6, 

,200 

,000 

Mississippi 

222 

,000 

345 

,000 

3bb 

,000 

Missouri 

2 

,908 

,000 

2 

,975, 

,000 

3, 

,323 

,000 

Montana 

512 

,000 

59b, 

,ooo 

59b 

,000 

NebrasKa 

1 

,026 

,000 

1 

,191: 

,ooo 

1, 

,2b4 

,ouo 

Nevada 

269 

,000 

270: 

,000 

270 

,uoo 

New  Hanpsnire 

1 

,246 

,000 

1 

,3bb 

,000 

1, 

,479 

,000 

New  Jersey 

10 

,445 

,000 

11 

,319 

,000 

12, 

,414 

,000 

New  Mexico 

846 

,000 

9bl: 

,000 

1, 

,192 

,000 

New  YorK 

18 

,480 

,000 

18 

,200 

,000 

19 

,leO 

,000 

North  Carolina 

4 

,889 

,000 

6 

,202 

,000 

b: 

,35b 

,000 

North  Dakota 

575 

,000 

591 

,000 

591 

,000 

Ohio 

11 

,742 

,000 

11 

,148: 

,000 

11: 

,4bb 

,000 

OKlanoma 

1 

,244 

,000 

8b9 

,000 

95b 

,000 

Oregon 

7 

,813 

,000 

6 

,218 

,000 

b 

,9tSb 

,000 

Pennsylvania 

15 

,751 

,000 

13 

,958 

,000 

15 

,619 

,000 

Rnode  Island 

1 

,972 

,ooo 

2 

,0b9 

,000 

2 

,205 

,oou 

Soutn  Carolina 

1 

,575 

,000 

1 

,775 

,oou 

■  2 

,372 

,000 

Soutn  Dattota 

o97 

,000 

7o4 

,ooo 

7b4 

,ooo 

Tennessee 

2 

,45b 

,000 

2 

,429 

,ooo 

2 

,429 

,000 

Texas 

4 

,449 

,000 

5 

,lb2 

,000 

5 

,749 

,000 

Utah 

3 

,o33 

,000 

3 

,7b5 

,000 

4 

,147 

,000 

Vennont 

o90 

,000 

1 

,02O 

,000 

1 

,100 

,000 

Virginia 

b 

,078 

,ooo 

5 

,70tt 

,000 

5 

,70ti 

,000 

Washington 

9 

,424 

,ooo 

9 

,9o0 

,000 

9 

,9b0 

,000 

West  Virginia 

1 

,240 

,000 

1 

,814 

,000 

1 

,814 

,000 
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State 


Wisconsin 

Wyoming 

Guam 

Puerto  Rico 
Virgin  Islands 

Subtotal 
Adjustments 


1980 
Actual 

11,223,000 
210,000 
39,000 
162,000 
102,000 

$261,488,000 
+16,501,000 


1981 
Estimate 

13,522,000 
232,000 
88,000 
117,000 
105,000 

$271,611,000 
-11,611,000 


1982 
Estimate 

14,553,000 
240,000 
90,000 
156,000 
113,000 

$294,984,000 
+5,015,000 


Total 


$277,989,000 


$260,000,000 


$300,000,000 
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Child  Support  Enforcement 


Federal  Share  of  Admini  s tration 


1980 

1981 

1982 

State 

Actual 

Estimate 

Estimate 

Alabama 

$3,901,209 

$4,639,000 

$4,592,000 

Alaska 

2,468,526 

1,922,000 

1,828,000 

Arizona 

2,211,673 

4,080,000 

4,391,000 

Arkansas 

2,395,671 

2,796,000 

2,706,000 

California 

73,411,091 

76,143,000 

74,321,000 

Colorado 

4,016,875 

3,582,000 

3,250,000 

Connecticut 

4,923,097 

5,396,000 

5,732,000 

Delaware 

889,617 

974,000 

991,000 

District  of  Columbia 

2,287,900 

3,003,000 

3,232,000 

Florida 

7,686,577 

8,213,000 

8,800,000 

Georgia 

3,144,099 

4,154,000 

3,896,000 

Hawaii 

1,324,497 

1,597,000 

1,605,000 

Idaho 

903,264 

1,092,000 

1,010,000 

Illinois 

7,849,726 

11,109,000 

10,655,000 

Indiana 

3,915,953 

4,394,000 

4,062,000 

Iowa 

4,043,714 

4,442,000 

5,192,000 

Kansas 

2,363,940 

2,717,000 

2,652,000 

Kentucky 

3,838,006 

4,347,000 

5,074,000 

Louisiana 

6,906,952 

7,128,000 

7,337,000 

Maine 

1,268,437 

1,150,000 

1,200,000 

Maryland 

7,736,070 

8,668,000 

8,995,000 

Massachusetts 

7,981,223 

9,440,000 

10,939,000 

Michigan 

18,433,450 

23,578,000 

22,576,000 

Minnesota 

8,556,817 

8,518,000 

8,573,000 

Mississippi 

1,365,484 

1,597,000 

1,740,000 

Missouri 

5,113,149 

6,149,000 

4,928,000 

Montana 

937,273 

950,000 

920,000 

Nebraska 

1,200,829 

1,288,000 

1,395,000 

Nevada 

1,882,688 

1,838,000 

1,604,000 

New  Hampshire 

820,166 

967,000 

990,000 

New  Jersey 

16, 442, 325 

20,909,000 

22,485,000 

New  Mexico 

1,360,132 

1,526,000 

1,748,000 

New  York 

44,466,575 

50,300,000 

52,339,000 

North  Carolina 

5,074,184 

6,318,000 

6,460,000 

North  Dakota 

579,297 

592,000 

578,000 

Ohio 

12,081,348 

14,970,000 

15,952,000 

Oklahoma 

3,058,423 

3,793,000 

4,071,000 

Oregon 

7,542,174 

8,670,000 

8,599,000 

Pennsylvania 

23,403,073 

19,408,000 

21,285,000 

Rhode  Island 

1,065,071 

1,022,000 

1,056,000 

South  Carolina 

1,692,734 

1,647,000 

2,229,000 

South  Dakota 

793,375 

880,000 

876,000 

Tennessee 

2,850,589 

3,871,000 

3,932,000 

Texas 

10,771,490 

11,026,000 

12,326,000 

Utah 

2,998,640 

3,227,000 

3,070,000 

Vermont 

640,746 

599,000 

628,000 

Virginia 

9,554,825 

4,920,000 

4,801,000 

Washington 

7,880,987 

8,664,000 

8,664,000 

West  Virginia 

1,447,520 

1,495,000 

1,495,000 

Wisconsin 

8,035,135 

8,762,000 

8",  874, 000 

Wyoming 

148,050 

156,000 

160,000 

78-993   O— 80  30 
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State 


Guam 

Puerto  Rico 
Virgin  Islands 

Subtotal 
Adjustments 


1580 
Actual 

99,450 
731,739 
417,733 

$356,913,588 
+27,585,412 


1981 
Estimate 

136,000 
883,000 
407,000 

$390,052,000 

+25,948,000 


1982 
Estimate 

140,000 
883,000 
424,000 

$398,261,000 

+59,739,000 


Total 


$384,499,000 


$416,000,000 


$458,000,000 
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Assistance  Payments  Program 
Revised  Estimates  for  Consultant  Services 


 Obligations  

FY  1981  FY  1982 

$5,705,000  $5,350,000 

Description  of  the  Need  for  Consultant  Services 

The  main  objective  of  the  consultant  projects  funded  by  this  appropriation  is  to 
improve  State  and  local  administration  of  the  AFDC  and  Child  Support  Enforcement 
programs.    For  example,  consultants  will  assist  in  the  development  or  expansion 
of  management  information  systems,  which  should  assist  States  in  reducing  errors 
or  increasing  child  support  enforcement  collections.    Other  examples  include  the 
National  Institute  for  Child  Support  Enforcement,  through  which  OCSE  anticipates 
improving  the  management  skills  of  State  and  local  child  support  enforcement 
personnel,  and  a  number  of  contractors  who  will  provide  technical  assistance  to 
the  States  in  numerous  aspects  of  the  assistance  payments  program  such  as 
organizational  analysis,  interview  techniques,  and  Federal  Earent  locator 
Service  system  enhancements. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Social  Security  Administration 
Energy  and  Emergency  Assistance  Grant  Program 
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Social  Security  Administration 
Energy  and  Emergency  Assistance  Grant  Program 


For  carrying  out  an  Energy  and  Emergency  Assistance  Act  (or  similar  Act) , 
$13400 3000 3000,  provided  that  this  amount  shall  be  available  for  obligation  only 
upon  the  enactment  of  authorizing  legislation.  1/ 


1/   This  language  replaces  the  language  in  the  most  recent  appropriations  bill, 
H.R.  7998,  96th  Congress,  which  authorized  the  low  income  energy  assistance 
program  in  FY  1981.    It  provides  funds  for  an  Energy  and  Emergency  Assistance 
Grant  program  which  will  replace  the  current  Low  Income  Energy  Assistance  and 
Emergency  Assistance  programs.    This  language  assumes  enactment  of  an  Energy 
and  Emergency  Assistance  Grant  authority  which  will  repeal  the  emergency 
assistance  provisions  of  the  Social  Security  Act  (sections  403(a) (5)  and 
406(e)),  the  Heme  Energy  Assistance  Act  of  1980  and  section  222(a)  (5)  of  the 
Community  Services  Act  of  1974.' 
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Department  of  Health  and  Human  Services 


Social  Security  Administration 


Energy  and  Emergency  Assistance  Grant  Program 


Amounts  Available  for  Obligation 


1980 
Actual 


1981 
Revised 
Estimate 


1982 
Revised 
Request 


Appropriation, 


$1,600,000,000 
($1,652,000,000)1/ 


$1,850,000,000 
(1,904,700,000)1/ 


$1,400,000,000 


Total  Budget  Authority 


$1,600,000,000 
($1,652,000,000)1/ 


$1,850,000,000 
(1,904,700,000)1/ 


$1,400,000,000 


Total  Obligation. 


$1,600,000,000 
($1,652,000,000)2/ 


$1,850,000,000 
(1,904,700,000)1/ 


$1,400,000,000 


1/   The  Emergency  Assistance  program  has  previously  been  included  in  the 

Assistance  Payments  appropriation.    Beginning  with  the  1982  Revised  Request, 
authority  for  Emergency  Assistance  activities  will  be  incorporated  into  the 
Emergency  and  Energy  Assistance  Grant  authority.    The  combined  total  of  Lew 
Income  Energy  Assistance  funds  and  Emergency  Assistance  funds  are  shown 
parenthetically  for  purposes  of  comparison. 
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Summary  of  Changes 


1981  Revised  Estimate, 


$1,850,000,000 
($1,904,700,000)1/ 


1982  Revised  Estimate, 
Net  Change  


$1,400,000,000 
-$450,000,000 


(-$504,700,000)1/ 


Decreases: 


A.  Program 


1. 


Change  to  combined  Energy  and  Emergency 
Assistance  Grant  , 


-$447,200,000 
(-$501,900,000)1/ 


2. 


Reduced  administrative  costs  resulting 
from  block  grant  approach  , 


-$2,800,000 


Net  Change 


-$450,000,000 
(-$504,700,000)1/ 


1/   The  Emergency  Assistance  program  has  previously  been  included  in  the 

Assistance  Payment  appropriation.    Beginning  with  the  1982  Revised  Request, 
authority  for  Emergency  Assistance  activities  will  be  incorporated  into  the 
Energy  and  Emergency  Assistance  Grant  program.    The  combined  total  of  Low 
Income  Energy  Assistance  funds  and  Emergency  Assistance  funds  are  shown 
parenthetically  for  purposes  of  comparison. 
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Authorizing  Legislation 


1981 
Amount 
Authorized 


1982 
Revised 
Estimate 


1982 
Amount 
Authorized 


1982 
Revised 
Request 


Sections  403 (a) (5) 
and  406(e)  of 
Title  IV  of 
the  Social 
Security 

Act   Indefinite  $54,700,000 


Continuing 
Appropriations 
for  FY  1981 

(P.L.  96-536)  $1,850,000,000  $1,850,000,000 


Energy  and 
Emergency 

Assistance     

Grant  Act   $1,400,000,000  $1,400,000,000 
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Energy  and  Emergency  Assistance  Grant  Program 


Budget 

Estimate  House  Senate 

Year               to  Congress                Allowance              Allowance  Appropriation 

1980  $1,600,000,000  $1,600,000,000      $1,600,000,000  $1,600,000,000^ 
($1,644,100,000)2/  ($1,644, 100, 000)2/($l/644,100,000)2/  $  1,644,100,000)1/ 

1981  $2,200,000,000  $1,850,000,000  $1,850,000,000  1/ 
($2,246,000,000)2/  ($1,896,200,000)2/  ($1,904,700,000)2/ 

1982  $1,400,000,000 


1/   Appropriated  to  the  Ccrtinunity  Services  Administration. 

2/   The  Emergency  Assistance  program  has  previously  been  included  in  the 

Assistance  Payments  appropriation.    Beginning  with  the  1982  Revised  Request, 
authority  for  Emergency  Assistance  Activities  will  be  incorporated  into  the 
Energy  and  Emergency  Assistance  Grant  program.    The  combined  total  of  Low 
Income  Energy  Assistance  funds  and  Emergency  Assistance  funds  are  shown 
parenthetically  for  purposes  of  comparison. 

3/   This  amount  reflects  the  funds  appropriation  under  P.L.  96-536. 
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Justification 
Energy  and  Emergency  Assistance  Grant  Program 


1981  1982  Increase 

Revised  Revised  or 

Estimate  1/  Request  Decrease 


Low  Income  Energy  Assistance  $1,846,000,000     

Emergency  Assistance  54,700,000^/      

Grants  to  States  $1,900,700,000  $1,398,800,000  -$501,900,000 

Federal  administrative  costs             4,000,000  1,200,000  -$2,800,000 

Total  budget  authority  $1,904,700,000  $1,400,000,000  -$504,700,000 

Permanent  positions                           40  40  " 

Work-years                                       100  40  -60 


General  Statement 


The  Energy  and  Emergency  Assistance  Grant  program  will  provide  grants  to  enable 
States  to  assist  individuals  and  families  to  overcome  problems  caused  by  the 
high  cost  of  home  energy  and,  also,  to  meet  emergency  income  maintenance  and 
related  needs.    It  replaces  the  previous  emergency  assistance  and  low  income 
energy  assistance  programs. 


Justification  for  FY  1982  Revised  Request 

The  1982  request  will  provide  grants  for  States  to  provide  temporary  home  energy 
financial  assistance  (or  food,  clothing,  or  shelter) ,  emergency  medical  care 
or  social  services,  or  other  forms  of  assistance  to  needy  individuals  or 
families.    The  States  will  have  broad  flexibility  in  deciding  what  kinds  of 
assistance  will  best  serve  their  citizens.    Grant  funds  may  also  be  used  to  pay 
State  administrative  costs  including  the  cost  of  planning,  operating,  evaluating 
and  conducting  fiscal  and  substantive  reviews  of  the  program. 

The  1982  request  also  includes  $1,200,000  and  40  work-years  for  federal 
administrative  costs. 


T7   The  1981  Current  Estimate  was  identical  to  the  revised  estimate. 

2/    Included  in  the  Assistance  Payments  appropriation  and  shown  here  for 
purposes  of  comparison. 
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Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981  Revised  Estimate 

The  FY  1982  revised  request  is  based  on  providing  a  block  grant  for  the 
activities  previously  funded  by  the  emergency  assistance  and  lew  income 
energy  assistance  programs.    This  new  approach  will  allow  adequate  services 
to  meet  the  needs  at  a  lower  level  of  funding  through  elimination  of 
overlapping  planning,  administrative  and  reporting  procedures.  Additionally 
the  Federal  government  will  have  lower  administrative  costs  because  there 
will  be  less  Federal  involvement. 
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134 

Energy  and  Emergency  Assistance  Grants 
(Dollars  in  000's) 

1980  1981  1982 


State 

Actual 

Estimate 

Estimate 

Alabama 

14. 

209 

15 

j — ■ 

,876 

11 

,691 

Alaska 

Dt 

271 

10 

267 

7 

561 

Arizona 

5 

190 

8 

,346 

6 

,146 

Arkansas 

9, 

596 

12 

.214 

9 

,000 

California 

65 

543 

84 

286 

62 

069 

Colorado 

19 

148 

29 

,442 

21 

681 

Connecticut 

37, 

490 

38 

^746 

28 

,612 

Delaware 

4 

962 

5 

,188 

3 

841 

District  of  Columbia 

6, 

054 

14 

,571 

10 

^763 

Florida 

13 

573 

25 

324 

18 

373 

Georgia 

17, 

824 

19 

,985 

14 

^  717 

Hawaii 

487 

2 

,120 

1 

,561 

Idaho 

9, 

090 

11 

,436 

8 

,422 

Illinois 

85, 

375 

106 

,420 

78 

,459 

Indiana 

40, 

372 

48 

,005 

35 

,352 

Icwa 

26, 

882 

34 

,045 

25 

,071 

Kansas 

10, 

633 

16 

,618 

12 

,095 

Kentucky 

22, 

877 

26 

,638 

19 

,871 

Louisiana 

9, 

813 

16 

,685 

12 

,287 

Maine 

21, 

759 

24 

,935 

18 

,362 

Maryland 

28 

693 

31 

,058 

22 

,947 

Massachusetts 

76, 

084 

84 

^215 

59 

'347 

Michigan 

90, 

893 

105 

,587 

73 

,537 

Minnesota 

62  \ 

S37 

74 

;645 

54 

^684 

Mississippi 

y. 

635 

13 

,737 

10 

,116 

Missouri 

32 

349 

42 

,578 

31 

,145 

Montana 

g 

315 

13 

511 

9 

953 

Nebraska 

12, 

523 

16 

.953 

12 

^515 

Nevada 

3 

062 

3 

,599 

2 

,650 

New  Hampshire 

13 1 

234 

14 

,581 

10 

,738 

New  Jersey 

66, 

656 

72 

,495 

52 

,539 

New  Mexico 

6, 

712 

9 

,840 

7 

,245 

New  York 

227, 

764 

251 

,135 

182 

.739 

North  Carolina 

34, 

331 

35 

,284 

«*■  25 

,984 

North  Dakota 

11, 

740 

14 

,647 

10 

,786 

Ohio 

86, 

816 

104 

,821 

79 

,184 

Oklahoma 

12, 

077 

16 

,384 

11 

,742 

Oregon 

20, 

976 

23 

,803 

17 

,698 

Pennsylvania 

109. 

419 

125 

,131 

92 

,154 

Fhode  Island 

11, 

792 

12 

,594 

9 

,274 

South  Carolina 

12, 

405 

12 

,557 

9 

,247 

South  Dakota 

9, 

827 

11 

,910 

8 

,771 

Tennessee 

22, 

351 

25 

,267 

18 

,607 

Texas 

27, 

566 

42 

,397 

31 

,222 

Utah 

7, 

701 

13 

,700 

10 

,089 

Vermont 

9, 

394 

11 

,055 

7 

,994 

Virginia 

32, 

157 

35 

,828 

26 

,357 

Washinqton 

36, 

853 

39 

,551 

31 

,371 

West  Virginia 

14, 

428 

17 

,097 

12 

,699 

Wisconsin 

55, 

558 

65 

,245 

48 

,060 

Wyoming 

3, 

420 

5 

,620 

4 

,169 

Guam 

0 

87 

64 
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1980  1981  1982 

State  Actual  Estimate  Estimate 

Puerto  Rico  68  2,385  1,657 

Virgin  Islands  1  84  62 

Other  Territories   Q_   162  119 

Subtotal  1,584,890  1,900,670  1,398,800 

Adjustments  ~                 67,110  1/  4,030  2/   


Total  1,652,000  1,904,700  1,3.98,800 


1/   Includes  funds  distributed  to  Native  Americans  and  Migrants,  Federal 

administrative  costs  and  evaluation  activities,  and  the  difference  between 
State  and  national  estimates  for  Emergency  Assistance. 

2/   Includes  Federal  administrative  costs,  hold-harmless  funds  frcir  the  Energy 
Assistance  Program  which  were  not  allocated,  and  the  difference  between 
Federal  and  State  estimates  for  Emergency  Assistance. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
SOCIAL  SECURITY  ADMINISTRATION 
Limitation  on  Administrative  Expenses 

Page 
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Estimates  for  Consultant  Services   220 
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SOCIAL  SECURITY  ADMINISTRATION 
Limitation  on  Administrative  Expenses 

For  necessary  expenses,  not  more  than  [$2,660,850,000]  $3,318,680,000  may  be 

expended  as  authorized  by  section  201(g) (1) ,  of  the  Social  Security  Act,  from  any 

one  or  all  of  the  trust  funds  referred  to  therein:     [Provided,  That  such  amounts  as 

are  required  shall  be  available  to  pay  travel  expenses  either  on  an  actual  cost  or 

commuted  basis,  to  an  individual  for  travel  incident  to  medical  examinations,  and  to 

parties,  their  representatives  and  all  reasonably  necessary  witnesses  for  travel 

within  the  United  States,  Puerto  Rico,  the  Virgin  Islands,  Guam  ,  American  Samoa,  and 

the  Northern  flariana  Islands,  to  reconsideration  interviews  and  to  proceedings  before 

administrative  law  judges  under  title  II,  XVI,  and  XVIII  of  the  Social  Security 
V 

Act:]        Provided,  That  travel  expense  payments  under  section  1631(h)  of  such  Act  may 

2/ 

be  made  only  when  travel  of  more  than  75  miles  is  required:      Provided  further,  That, 
[$50,000,000]  $220,000,000  %of  the  foregoing  amount  shall  be  apportioned  for  use 
pursuant  to  section  3679  of  the  Revised  Statutes  (31  u.S.C.  665),  only  to  the  extent 
necessary  to  process  workloads  not  anticipated  in  the  budget  estimates  and  to  meet 
mandatory  increases  in  costs  of  agencies  or  organizations  with  which  agreements  have 
been  made  to  participate  in  the  administration  of  titles  XVI  and  XVIII  and  section  221 
of  the  Social  Security  Act,  and  after  maximum  absorption  of  such  costs  within  the 
remainder  of  the  existing  limitation  has  been  achieved:    Provided  further,  That 
[$13,500,000]  $24,591,000  authorized  herein  shall  be  available  only  for  acquisition 
of  sites,  construction,  renovation,  and  equipment  of  facilities  and  for  payments  for 
principal,  interest,  taxes  and  any  other  obligations  under  contracts  entered  into 
pursuant  to  the  Public  Buildings  Purchase  Contract  Act  of  1954  and  the  Public 
Buildings  Amendments  of  1972,  and  shall  remain  available  until  expended. 
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140 

Explanation  of  Language  Changes 

1/    Public  Law  96-265  (The  Social  Security  Disability  Amendments  of  1980)  added 
Sections  201(j)  and  1631(h)  to  the  Social  Security  Act  to  provide  permanent 
authority  for  payment  of  travel  expenses.    Previously  paynent  of  such  travel 
expenses  was  authorized  in  annual  appropriation  acts. 

2/    This  language  restores  the  mileage  limitation  (75  miles)  which  was  previously 
established  in  regulations  for  travel  expenses  paid  under  titles  II,  XVI,  and 
XVIII  and  provides  for  consistent  and  uniform  treatment  of  travel  expenses  for 
social  security  and  SSI  beneficiaries. 

3/    This  appropriation  language,  which  increases  the  contingency  reserve  from 

$50 , 000 , 000  to  $220,000,000,  would  provide  to  the  Social  Security  Administration 
the  administrative  resources  necessary  to  meet  unanticipated  workload  increases 
under  current  law  and  to  implement  in  a  timely  manner,  proposed  legislative 
changes  in  the  Social  Security  and  Supplemental  Security  Income  programs. 
$170,000,000  of  the  proposed  contingency  will  not  be  used  unless  new  legislation 
proposed  in  the  Administration's  FY  1982  budget  revisions  is  enacted.  The 
remaining  $50,000,000  of  the  total  contingency  represents  the  same  amount 
previously  approved  by  Congress  for  this  account  as  a  hedge  against  unanticipated 
and  uncontrollable  workload  increases  and  State  agency  costs  under  current  law 
that  exceeded  the  budget  estimates. 
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Language  Analysis 


Language  Provision  Explanation 

Provided,  That  travel  expense  payments 
under  Section  1631(h)  of  such  Act  may 
be  made  only  when  travel  of  more  than 
75  miles  is  required. 

Authorizing  legislation  enacted  in 
the  Disability  Amendments  of  1980 
specifies  that  the  Secretary  "shall 
pay"  for  travel  incident  to  medical 
examinations  and  for  claimants, 

their  representatives,  and 
witnesses  to  attend  reconsideration 
interviews  and  hearings  for 
title  XVT  claims.    This . provision 
restores  the  mileage  limitation 
which  was  established  in 
regulations  before  enactment  of 
the  Disability  Amendments  and 
makes  travel  reimbursement  policy 
the  same  for  SSI  and  social 
security  claimants. 

Provided  further,  ". . .  for  payments  of 
principal,  interest,  taxes,  and  any 
other  obligations  under  contracts 
entered  into  pursuant  to  the  Public 
Buildings  Purchase  Contract  Act  of  1954 
and  the  Public  Buildings  Amendments  of 
1972  " 

This  provision  allows  the  Social 
Security  Administration  to 
transfer  funds  to  the  General 
Services  Administration  to  cover 
payments  on  projects  funded  through 
purchase  contract  arrangements. 
Although  authority  to  enter  into 
purchase  contract  arrangements 
expired  June  30,  1975,  the 
government  must  meet  its 
obligations  on  purchase  contract 
projects  begun  before  the 
expiration  date. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
SOCIAL  SECURITY  ADMINISTRATION 
Limitation  on  Administrative  Expenses 
Amounts  Available  for  Obligation 

1981  Revised  1982  Revised 

1980  Actual  Estimate  Request 


Appropriation   $2,354,100,000  $2,660,850,000  $3,318,680,000 

Rescission  (P.L.  96-304)   -2,309,000 

Supplemental  (October  1979 

pay  raise)   93,000,000       

Subtotal,  adjusted 

appropriation   $2,444,791,000  $2,660,850,000  $3,318,680,000 


Real  transfer  to: 


Office  of  the  Secretary, 
Departmental  Management  For 
the  transfer  of  personnel 
functions  formerly  the 

responsibility  of  SSA     -5,546,000 

Health  Care  Financing 
Administration,  Limitation 
on  Administrative  Expenses, 
for  the  transfer  of  Medicare 
functions  formerly  the 

responsibility  of  SSA       -440,000 


Subtotal,  adjusted  budget 
authority   $2,444,791,000       $2,654,864,000  $3,318,680,000 


Fiscal  Year  1981 

Proposed  supplemental- 

(October  1980  pay  raise)   139,700,000 

Proposed  program 

supplemental   67,667,0001/ 

Fiscal  year  1981  revised 

estimate   $2,862,231,000 

Unobligated  balance,  start- 

of-year  (Construction)   20,143,000             31,100,000  8,000,000 

Unobligated  balance,  end-of- 

year  (Construction)   -31,100,000             -8,000,000  -4,375,000 

Unobligated  balance,  lapsing..  -28, 801, 000^        -67,667,000  -220,000,000 

Total  Obligation^   $2,405,033,000       $2,817,664,000  $3,102,305,000 
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1/  Proposed  supplemental  of  $67,667,000  to  be  made  available  upon  enactment  of 
proposals  contained  in  the  President's  Program  for  Economic  Recovery,  for  which 
the  Social  Security  Administration  is  responsible. 

2/  Unused  portion  of  $30,000,000  contingency  reserve  in  FY  1980. 

3/  Excludes  work  done  under  reimbursable  agreements: 

1980  1981  1982 


Obligations   $6,074,000       $15,240,000  $20,538,000 

Positions   310  310  310 

Work-Years   234  520  684 
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Summary  of  Changes 


1981  Budget  Authority   $2,862,231,000 

1982  Requested  Budget  Authority   3,318,680,000 

Net  Change   +$456,449,000 

 1981  Base   Change  from  Base 

WY  Amount  WY  Amount 

Increases; 
A.  Built-in; 

1.  Full  year  effect  of 
the  October  1980 
Federal  pay  raise 
(9.1  percent) .  The 
pay  raise  became 
effective  for  SSA 
on  October  5  and 
therefore  the  first 
4  days  of  fiscal 
year  1981  were  not 

covered   $152,185,000  +$3,256,000 

2.  Other  mandatory 
changes  in  SSA 
payroll  costs, 
including  periodic 
step  increases 
and  career  ladder 
promotions  to 
journeyman  grade 
offset  by  savings 
for  recruitment 
below  the  journey- 
man grade   168,240,000  +22,343,000 

3.  Back  pay  claims  for 
night  differential 
pay  on  overtime  as 
required  by  a 
Comptroller  General's 

decision   1,600,000  +1,400,000 

4.  Changes  in  wages  and 
prices  paid  by  the 
Disability  State 
Agencies,  which  make 
disability  determina- 
tions on  behalf  of 

SSA   435,348,000  +33,183,000 
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1981  Base   Change  f  rem  Base 

WY  Amount  WY  Amount 


5.  Increased  costs  for 
the  State  agencies 
to  reimburse  the 
State  government  for 
centralized  services. 
The  indirect  cost 
rates  are  negotiated 
with  each  State 
based  on  uniform 

Federal  standards   $22,255,000  +$2,266,000 

6.  Development  of 
automated  case 
control  systems  in 
15  State  agencies 
to  improve  cost- 
effectiveness   1,000,000  +3,000,000 

7.  Increase  in  con- 
struction budget  for 
purchase  contracts 
payments  for  princi- 
pal and  interest  on 
Metro  West  and 
Computer  Buildings... 

Subtotal,  Built-in. 
B.  Program 

1.    Increase  in  total 
SSA  work  output — 
i.e.,  volume  of 
work  accomplished 
by  the  staff  of  SSA 
and  by  Disability 
State  Agencies,  in- 
cluding the  effect 
of  the  1980  Disabi- 
lity Amendments 
P.L.  96-265)  for 
more  explanation, 
see  the  general 
statement  for  this 

account).  87,745      1,951,670,000  +4,276  +158,389,000 


a.  Increase  of  4.9 
percent  in  work 
output  of  SSA 

proper   87,745      1,516,322,000  +4,276  +73,894,000 

b.  Increase  of  18.4 
percent  in  work 
output  of  Dis- 
ability State 

Agencies   435,348,000  +84,495,000 


11,000,000 


+13,591,000 
+79,039,000 
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1981  Base   Change  from  Base 

WY  Amount  WY     '  Amount 


In  1981,  the  Contin- 
gency Reserve  will 
be  used  to  meet 
increased  workloads 
generated  by  the 
disability  amendments 
of  1980  to  step  up 
efforts  to  strengthen 
disability  program 
administration.  For 
1982,  the  standard 
reserve  will  be 
available  for 
unanticipated 
workload  increases 
that  cannot  be 
absorbed.    Thus  this 
budget  authority  is 
not  included  in 
SSA's  obligations 

for  1982   —  +$50,000,000 

Additional  contingency 
reserve,  to  be  avail- 
able for  obligation 
upon  enactment  of 
proposals  contained 
in  the  President's 
Program  for  Economic 
Recovery  for  which 
the  Social  Security 
Administration  is 

responsible   3,290       $67,667,000  +4,659  +102,333,000 

Space  and  Rent 

a.  Increases  in  space 
costs  for  higher 
rental  rates,  for 
expansion  to 
alleviate  over- 
crowding in 
rented  district 
offices  and  for 
upgrading  the 

rented  space,   139,397,000  +18,768,000 

b.  Other  increases 
including 
additional  guard 
service,  reno- 
vations related  to 
establishing  a 
training  center  at 
headquarters,  and 
consolidation  of 
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1981  Base   Change  f  ran  Base 


WY  Amount  WY  Amount 


the  New  York 
Program  Service 
Center  in  a  new 

location   $31,519,000  +$7,505,000 


5.    ADP  Costs 

(The  major  changes 
are  summarized  be- 
low.   For  a  more 
detailed  explana- 
tion see  the 
general  statement 
for  this  account.) 

Total  ADP  Costs   69,821,000  +53,615,000 

Major  changes  are: 

a.  Increases  in 
telecommunica- 
tions costs,  for 
expansion  of  SSA. 
ccmmunications 

network  (SSADARS) .  (3,695,000)  (+23,774,000) 

b.  Service  agreements 
for  program  deve- 
lopmental testing 
and  operational 
support  on  systems 
outside  SSA. 
SSA's  program  de- 
velopment and  pro- 
duction computer 
capacity  is 
severely  constrained. 
Additional  offsite 
processing  capacity 
is  essential  to  the 
maintenance  of 
existing  service 
levels  and  the  de- 
velopment of  new 


computer  programs.  (320,000)  (+11,873,000) 

c.    Upgrade  of 

obsolete  punch 
card  case  control 
systems  in  SSA 
program  service 

centers   —  (+3,956,000) 


d.    Provide  word- 
processing  system 
capabilities  in 
OHA  hearings 
offices  to  handle 
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1981  Base   Change  frcxn  Base 

Amount  WY  Amount 


heavy  workloads 
and  improve  case 
control  and  man- 
agement informa- 
tion communica- 
tions network   ($1,659,000)  (+$3,674,000) 

Changes  in  ongoing 

costs   (57,506,000)  (+1,995,000) 

6.    Increase  in  payments 
to  financial  insti- 
tutions for  verifi- 
cation of  bank 
accounts  of  SSI 
recipients  because 
of  increased  charges 
and  because  more 
institutions  are 
expected  to  begin 
charging  for  the 

service   $5,819,000  +$4,387,000 


Equipment  Purchases 

a.  Replacement  of 
obsolete  micro- 
film equipment 
and  replacement 
of  mimeograph 
machines  with 

photocopiers   —  +2 , 202 , 000 


b.  Upgrading  and  re- 
placement of 
rented  telephone 
equipment  as 

recommended  by  GAO.  +4,841,000 


Replacement  of 
office  equipment 

in  the  field   2,164,000  +2,185,000 


8.     For  increase  in  tele- 
phone rates  and 
usage  ($5,564,000) 
and  to  extend  toll 
free  service  to  a 
larger  share  of  the 
population 

($4,500,000)   47,076,000  +10,064,000 
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Change  from  Base 
W  Amount 


9.     Projected  27.9  percent 
increase  in  SSA  mail- 
ing costs  due  mainly 
to  workload  increases 
and  expected  postal 
rate  increases  of 
33  percent  beginning 
in  1981  and 

annualized  in  1982    58,333,000  +16,288,000 

10.  Increased  costs  for 
supplies,  materials 

and  printing   $42,794,000  +$1,695,000 

11.  Cost  increases  to 
reimburse  other 
Federal  agencies 
for  research-re- 
lated activities   4,906,000  +1,601,000 

12.  Increased  use  of 

medical  consultants . .  1 3 , 653 , 000  +2 , 294 , 000 

Subtotal,  Program   436,167,000 

Total  increases   +515,206,000 


Decreases : 
Program: 

1 .  Procedural  and  other  im- 
provements in  producti- 
vity within  SSA  proper 
of  3.4  percent  (as  dis- 
cussed in  the  work  out- 
put and  productivity 
section  of  the  general 
statanent  for  this 

account)   87,745      1,516,322,000  -3,004  -51,912,000 

2.  Improvement  of  0.5  per- 
cent in  Disability 
State  Agency  producti- 
vity.   Includes  systems 
and  procedural  improve- 
ments and  other  changes 

in  production  costs   435,348,000  -2,888,000 
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1961  Base   Change  frcm  Base 

WY  Amount   WY  Amount 


Decrease  in  premium  pay 
for  overtime,  associated 
with  decrease  in  level 
of  overtime  worked  by 

the  agency   6,577,000  -423,000 

Construction 

Funds  appropriated  in 
1981  for  renovation  of 
the  second  floor  of  the 
Operations  Building  as 
a  result  of  moving 
computer  equipment  to 
the  na<  Computer  Center 
will  be  available  until 
expended .    Thus ,  new 
budget  authority  is 
not  being  requested  for 


this  purpose  in  1982   $2,500,000  -2,500,000 

Other   1,034,000 

Subtotal,  Program   -58,757,000 

Total  decrease   -58,757,000 

Total,  Net  Change   +456,449,000 
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Significant  Items  in  House  and  Senate 
Appropriation  Committee  Reports 


Item 

1981  House  Report 


Action  Taken  or  to  be  Taken 


The  Committee  directed  the  Administrator 
of  the  General  Services  Administration 
(GSA)  to  delegate  to  the  Department  of 
Health  and  Human  Services  (DHHS)  full 
authority  for  the  acquisition  and 
maintenance  of  leased  space  for  district 
and  branch  offices  of  5,000  square  feet  or 
less,  and  to  transfer  to  DHHS  the  assets, 
including  positions,  that  GSA  previously 
allocated  to  its  SSA  activities.  The 
delegation  and  transfer  were  to  begin  no 
later  than 'January  1,  1981. 


The  Senate  has  not  acted  on  the 
House  recommendation.    Thus  far, 
GSA  has  not  granted  a  delegation 
SSA  is  preparing  a  contingency 
plan  if  such  a  delegation  occurs 


78-993   O-80  32 
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Authorizing  Legislation 


1981 
Mount 
Authorized 


1981 
Revised 
Estimate 


1982 
Amount 
Authorized 


1982 
Revised 
Estimate 


Limitation  on 

Administrative 

Expenses: 

Title  II  Section 
201(g)  (1)  of  the 

Social  Security  1/ 

Act   Indefinite    $2,862,231,000"     Indefinite  $3,318,680,000 


1/   Adjusted  appropriation  vhich  includes  a  supplemental  request  for 
$139,700,000  for  the  9.1%  October  1980  Federal  pay  raise.  Also 
includes  a  program  supplemental  of  $67,667,000  to  be  made  available 
upon  enactment  of  proposals  contained  in  the  President's  Program 
for  Economic  Recovery  for  vihich  the  Social  Security  Administration 
is  responsible.    Excludes  $5,986,000  transferred  to  the  Office  of  the 
Secretary,  Department  of  Health  and  Human  Services. 
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Limitation  on  Administrative  Expenses 
Appropriation  History  Table 


Year 

Budget 
Estimate 
To  Congress 

House 
Allowance 

Senate 
Allowance 

Appropriation 

1973 

1,403,047,000 

1,403,047,000 

1,403,047,000 

1,403,047,000 

1974 

1,887,989,000 

1,887,898,000 

1,887,898,000 

1,887,898,000 

1975 

2,156,829,000 

2,113,365,000 

2,125,987,000 

2,125,987,000 

1976 

2,395,729,000 

2,395,730,612 

2,395,730,612 

2,395,730,612 

1977 

2,561,773,000 

2,561,773,000 

2,561,773,000 

2,561,773,000 

1978 

2,718,000,000 

2,718,000,000 

2,718,000,000 

2,718,000,000 

1979 

2,351,342,000 

2,272,087,000 

2,289,087,000 

2,272,087,000 

1980 

2,459,991,000 

2,444,791,000 

2,444,791,000 

2,444,791,000 

1981 

2,654,864,000 

2,654,864,000 

2,654,864,000 

Proposed 
Supplemental 

2/ 

139,700,000 

Proposed 

Program 

Supplemental 

3/ 

67,667,000 

1982 

3,318,680,000 

1/   This  amount  reflects  the  annualization  of  P.L.  96-536  and  excludes 
~~     a  $5,986,000  transfer  of  budget  authority  to  the  Department  of 
Health  and  Human  Services. 

2/   For  the  9.1  percent  Federal  payraise,  effective  October  1980. 

3/    Proposed  program  supplemental  of  $67,667,000  to  be  made  available 
upon  enactment  of  proposals  contained  in  the  President's  Program 
for  Economic  Recovery,  for  which  the  Social  Security  Administration 
is  responsible. 
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Justification 
Limitation  on  Administrative  Expenses 

1981  1981  Increase 

Revised  Revised  or 

 Estimate  Request  Decrease 

Limitation  on 

Administrative  Expenses 

Budget  Authority  

Pennanent  Positions .... 

Work- Years  


.$2,862,231,000      $3,318,680,000  +456,449,000 
78,359  78,342  -17 

87,225  88,328  +1,103 


General  Statement 

Hie  "Limitation  on  Administrative  Expenses"  appropriation  provides  resources  for  the 
Social  Security  Admirii strati on  to  administer  the  social  security  programs  of  retire- 
ment, survivors  and  disability  insurance,  certain  health  insurance  functions  and  the 
supplemental  security  income  (SSI)  program  for  the  aged,  blind,  and  disabled.  Furrls 
for  annual  reporting  of  earnings  and  certain  activities  related  to  pension  reform 
also  are  included,  as  well  as  the  trust  fund  construction  account.  Administrative 
expenses  of  the  SSI  program  are  drawn  from  the  trust  funds  and  general  funds  con- 
currently or;  an  estimated  basis  during  the  fiscal  year.    Throughout  the  year  SSA 
adjusts  the  amounts  drawn  based  on  cost  determinations  made  tJirough  a  cost  allocation 
process  which  uses  data  from  SS."  work  measurement  systems  and  general  overhead  allo- 
cation methods 

Aftej   the  ..it_i.c  of  -lie  year  a  final  accounting  settlement  is  made,  including  any 
necessary  interest  adjustments.    The  account,    Supplemental  Security  Income," 
contains  $773,772,000  for  reimbursing  the  trust  funds  for  SSI  administrative  expenses 
in  1952.    The  account,  "Payments  tc  Social  Securit;/  Trust  Funds"  includes  $1,748,000 
to  reimourse  the  trust  funds  for  those  pension  refonn  administrative  expenses  in  1982 
that  are  appropriate!"  cnarged  tc  Federal  funds. 

C  xgggrisan    f  .:drrirast'  aticn  Costs  with 
Present  Law  Income  j-ri  Benefits 

The  p.  incipal  source  of  inccr.ie  tc  the  trust  funds  fc^  the  social  security  retire:  nent 
rjrviv.rs,  disability,  and  health:  insurance  programs  is  the  social  -ecuricy  tax  on 

employees ,  and  self -employe"  persons 

i^...  \_i  n-ic~  «.">ifi  i  not  :urrently  needed  fc    benefit  pay.T- -tits  V*  admlni^L  I 

tive  ex^.-enscs  be  invented  i>:  gc -emrent  securities.    The  interest  earnings  of  the 
iVxd  Age  ml  Survivcrs  Insurance  iZSZl',  nrl  the  Di T--x.il InsurarSSe*  T.H)  Tnjst  F-jod.? 
•:-r  ?r~  e-^iTS"  ~  '  at  $1.5  bill ::  rr>. . 
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The  total  administrative  costs  of  the  social  security  trust  fund    program  include: 

— Administrative  expenses  (the  costs  of  Social  Security  Administration  components 
and  the  costs  of  State  disability  determiniation  services). 

— Construction  and  facilities  maintenance  costs. 

— An  appropriate  share  of  costs  associated  with  Departmental  management  of  the  Social 
Security  Administration. 

— Social  security-related  work  performed  by  other  Federal  agencies  such  as  the 

Treasury  Department,  which  issues  the  social  security  checks,  based  on  information 
provided  by  SSA. 

As  indicated  in  the  table  below  the  total  1982  administrative  costs  for  the  OASDI 
programs  will  be  only  1 . 3  percent  of  both  anticipated  income  to  the  OASI  and  DI  trust 
funds  and  of  estimated  benefit  payments. 

Administrative  Expenses  as  a  Percentage 
of  Trust  Fund  Income  and  Benefit  Payments  -  Fiscal  Year  1982 

Percent  Percent  of 

Trust  Fund  of  Income         Benefit  Payments 

Old- Age  and  Survivors  Insurance   1.1  1.0 

Disability  Insurance   2.6  3.1 

Total,  Social  Security  Trust  Fund 
Programs   1.3  1.3 

Supplemental  Security  Income  Program 

Unlike  the  above  programs,  the  Supplemental  Security  Income  Program  is  financed  from 
Federal  funds.    The  1982  administrative  costs  of  this  program  are  8.6  percent  of 
benefit  payments  (including  State  supplemental  benefit  payments  administered  by  SSA). 

In  many  cases,  SSI  benefits  supplement  other  income.    As  a  result,  the  average  of  the 
monthly  SSI  payment  is  much  lower  than  average  OASI  and  DI  payments  and  the  admini- 
strative-cost-to-program-payments ratio  is  higher  than  that  for  social  security  pro- 
grams.   The  table  below  compares  average  payment  levels  for  representative  categories 
of  OASDI  and  SSI  recipients. 

OASDI  Payment  SSI  Payment 

Retired  Disabled  Blind  and 

Worker  Worker  Aged  Disabled 

Average  Monthly  Benefit 

Paid  in  July  1980   $339  $370  $107  $168 
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Budget  Enphases  for  1981  and  1982 


Employment 

A  summary  of  SSA/OCSE  work-year  requirements  and  associated  employment  needs  is 
provided  below.    Total  requirements  are  divided  into  two  broad  categories  — 
current  law  and  proposed  legislation.    Within  each  of  these  categories,  the 
Limitation  on  Administrative  Expenses  (LAE)  covers  trust  fund  and  SSI  program 
needs.    In  addition  to  LAE  needs,  "all  programs"  requirements  also  include 
assistance  payments,  black  lung,  the  survey  of  program  participation,  and 
reimbursable  work. 


1981  

1980  Appropriation    Revised  1982 

Actual  Level  1/        Estimate  Estimate 


Total  Work-Years 


1.  Current  Law: 

LAE  Only   84,937  86,289  87,225  88,328 

All  Programs   86,539  88,697  89,169  90,409 

2.  Proposed  Legislation: 

LAE  Oily                                     —                      —  3,290  7,949 

3.  Total: 

LAE  Only   84,937  86,289  90,515  96,277 

All  Programs   86,539  88,679  92,459  98,358 


Full-Tlme  Permanent 
Positions  Authorized 


Current  Law: 

LAE  Only   77,283  76,131  78,359  78,342 

All  Programs   79,001  78,492  80,000  80,000 

Proposed  Legislation: 

LAE  Only   —  — 

Total: 

LAE  Only   77,283               76,131          78,359  78,342 

All 'Programs   79,001               78,492           80,000  80,000 


Full-Time  Permanent 
Positions  Filled 
End-of-Year 


1.  Current  Law: 

LAE  Only   73,172               74,011          76,356  76,354 

All  Programs   74,498               76,360          77,985  78,000 

2.  Proposed  Legislation: 
LAE  Only  


The  1981  Appropriation  Level  has  been  adjusted  to  reflect  a  number  of  transfers 
to  other  agencies. 
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Total: 

LAE  Only   73,172  74,011  76,356  76,354 

All  Programs   74,498  76,360  77,985  78,000 


Term,  Temporary  and  Part- 
Time  Positions  Filled 
End-of-Year 

1.  Current  Law: 

LAE  Only   7,088  7,609  8,965  9,015 

All  Programs   7,219  7,837  9,300  9,300 

2.  Proposed  Legislation: 

LAE  Only  (Term)   —  —  3,295  4,700 

3.  Total: 

LAE  Only   7,088  7,609  12,260  13,715 

All  Programs   7,219  7,837  12,595  14,000 

Employment  requirements  estimated  for  new  legislation  are  discussed  in  the 
contingency  section  of  this  budget  justification.    The  following  discussion  deals 
with  SSA  work-year  and  employment  needs  under  current  law. 

In  comparison  to  1980,  total  current-law  work-year  requirements  increase 
substantially  in  1981  and  1982.    The  principal  reasons  for  this  increase  include: 

1.  Implementation  of  the  Social  Security  Disability  Amendments  of  1980 
(P.L.  96-265),  enacted  after  submission  of  the  President's  1981  Budget 
request. 

2.  An  increase  in  the  number  of  continuing  disability  investigations  in  an 
effort  to  remove  ineligibles  from  the  benefit  rolls  and  reduce  program  costs 

3.  An  increase  in  staffing  for  SSA's  Office  of  Systems  which  needs  to  hire  more 
programmers  and  systems  experts  in  order  to  speed  automation  of  workload 
processes  and  to  implement  new  legislation. 

SSA's  current- law  budget  request  provides  for  increased  reliance  on  "all  other" 
employment  and  overtime  to  meet  total  agency  work-year  needs  in  1981  and  1982.  The 
mix  of  work-years  achieved  by  type,  and  a  brief  discussion  of  each,  is  provided  below: 

Work-Years  (All  Programs  Current  Law) 


1980 

1981 

1982 

Type  Actual 

%  of 
Total 

%  of 

Estimate  Total 

Estimate 

%  of 
Total 

87.4 
9.7 
2.9 
100.0 

75,476  84.7 
9,288  10.4 
4,405  4.9 

89,169  100.0 

76,173 
9,847 
4,389 

90,409 

84.2 
10.9 
4.9 
100.0 

By  1982,  total  work-year  needs  increase  by  almost  3,900  over  the  1980  level. 

Despite 

this  increase  in  total  work-years: 


— Full-time  permanent  (FTP)  work-years  decrease  slightly  in  1981.    The  principal 
reason  for  this  decrease  is  the  Federal  civilian  hiring  restrictions  under  which  the 
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agency  has  operated  since  March  1980.    Limitation  on  FTP  hiring  will  hold  down  the 
number  of  work-years  achieved  through  PIP  employment. 

— FTP  work-years  increase  by  697  in  1982.  This  increase  in  work-years  is  associated 
with  the  new  staff  to  be  hired  in  FY  1981  to  improve  SSA' s  systems  capability  and  to 
carry  out  the  objective  of  improved  disability  program  administrations. 

In  1981  and  1982,  FTP  employment  remains  level,  with  an  estimated  78,000  positions 
filled  at  the  end  of  each  year. 

2.  "All  Other"  Work-Years 

The  agency's  budget  estimate  for  1982  provides  for  9,847  "all  other"  work-years — 
an  increase  of  about  1,450  work-years  over  the  1980  level.    In  1982  and  1982, 
SSA/OCSE  plans  to  continue  its  policy  of  increasing  part-time  permanent  (PTP) 
employment  opportunities  in  an  effort  to  provide  more  career  part-time 
employment  for  the  handicapped,  the  elderly,  persons  with  family  responsibilities 
and  other  targeted  groups. 

A  shift  to  the  full-time  equivalent  (PTE)  system  of  employment  management  will 
facilitate  the  agency's  increased  reliance  on  PTP  employment.    FTE,  which  focuses 
on  work-years  of  effort  rather  than  numbers  of  employees,  breaks  down  artifical 
barriers  that  have  inhibited  the  hiring  of  PTP  workers.    The  FTE  system  will  be 
implemented  tnroughout  the  Executive  Branch  in  1982.    However,  HHS  began  to  use 
the  new  system  in  1981. 

3.  Overtime  Work-Years 

Work-Year  requirements  are  derived  from  an  analysis  of  workloads  and  the 
productivity  to  process  them.    These  work-year  requirements  are  met  by  a 
combination  of  full-time  permanent,  temporary  and  part-time  employment  and 
overtime.    When  workloads  are  underrealized,  or  productivity  exceeds  budget 
estimate,  agency  policy  is  to  cut  back  on  overtime  usage.    This  occurred  during 
FY  1980,  vinen  actual  overtime  usage  (2,490  worn-years  or  2.9  percent  of  total 
work-years)  was  less  than  the  budgeted  overtime  (3,567  work-years,  or  4.0  percent 
of  total  work-years ) . 


At  about  4,400  work-years,  overtime  increases  to  4.9  percent  of  total  work-years 
in  the  agency's  current  estimates  for  1981  and  1982.    Despite  the  increase  in 
"all  other"  work-years  discussed  earlier,  additional  overtime  is  needed  to  enable 
the  agency  to  hold  down  FTP  employment  in  the  face  of  increasing  workloads.  As 
systems  improvements  occur  in  years  after  1982  and  new  staff  hired  become  more 
familiar  with  their  jobs,  productivity  increases  will  enable  the  agency  to  reduce 
overtime  to  more  normal  levels. 
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B.    Budget  includes  resources  to  carry  out  major  disability  initiatives  including 
inplementation  of  the  Disability  Amendments  of  1980  (P.L.  96-265).. 

A  summary  of  the  initiatives  and  the  administrative  resource  requirements 
are  listed  below: 

 FY  1981     FY  1982   

Federal  ?  (000)  Federal  $  (000)  ~ 

Work-Years     Federal     State     Total      Work-Years    Federal     State  Total 


1,115  33,341     66,820    100,161        2,905         67,273      154,895  222,168 


1.    Pre-effectuation  Review  -  P.L.  96-265  mandated  that  SSA  review  15  percent 
of  the  DI  allowances  and  continuances  in  1981  and  35  percent  in  1982. 
The  budget  also  includes  resources  for  a  5.3  percent  review  of  the  DI 
denials,  cessations  and  SSI  claims  processed  in  1981  and  7  percent  in  1982. 

300  6,600       3,139       9,739  600         13,200         7,504  20,704 


2.    Accelerated  Continuing  Disability  Investigation  Effort  -  This  initiative 
calls  for  an  increased  review  of  current  disability  beneficiaries  who  are 
not  permanently  disabled  to  determine  current  eligibility.    Recent  SSA 
studies  have  indicated  a  high  number  of  ineligibles  on  the  rolls.  The 
FY  1981  resources  include  a  "probe"  experiment  to  enable  the  agency  to 
target  its  efforts  on  areas  where  the  most  benefit  dollars  can  be  saved. 

542  18, 160     43,749     61,909  1.143     24,550       62,066  86,616 


3.    Periodic  Review  of  Disability  Beneficiaries  -  P.L.  96-265  mandated  that, 
beginning  in  January  1982,  SSA  review  all  disabled  individuals,  who  are  not 
otherwise  scheduled  for  a  disability  review  and  whose  disability  has  not 
been  determined  to  be  permanent,  at  least  once  every  3  years. 

0  0  0  0  986         24,650        43,211  67,861 


4.    SSI  Conversion  Projects  -  SSA  has  initiated  a  review  of  current  SSI 

beneficiaries  who  were  "grandfathered"  into  the  Federal  disability  program 
from  the  State  programs,  in  January  1974,  to  assure  that  they  continue  to 
meet  the  definition  of  disability.    No  funds  are  requested  for  this  project 
in  1982  because  of  the  higher  priority  on  periodic  re-examination  of  the 
social  security  disability  rolls,  due  to  recent  findings  of  a  high  number 
of  ineligibles. 

13  333       1,540       1,873  0  0  P_  P_ 
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 TY  1981      FY  1982   

Federal                   ■$  (000)                       -Federal  $  (000) 

Work-Years      -Federal     -State     Total  -Work-Years   -  Federal-        State  Total 


5.    Personalized  Notices  -  P.L.  96-265  mandated  that  each  disability  determination 
which  is  unfavorable  to  the  claimant  will  contain  a  brief,  informal  and  non- 
technical statement  of  the  reasons  for  denial. 

5  110      9,081      9,191  10  220         30,697  30,917 


6.    Payment  for  Existing  PI  Medical  Evidence  -  P.L.  96-265  authorized  payment  for 
medical  evidence  of  record  required  for  making  disability  determinations.  This 
initiative  extends  the  current  policy  for  Title  XVI  disability  claims  to 
Title  II.    Previously,  the  Title  II  claimant  had  to  pay  for  medical  evidence  to 
establish  his  case. 

    8,021      8,021      11,417  11,417 


7.    Disability  Appeals  Reform  Experiments  (DARE)  -  SSA  will  perform  a  series  of 
experiments  to  include  person- to-per son  contacts  with  denied  claimants  at  the 
beginning  of  the  reconsideration  process  and  expansion  of  case  documentation 
at  the  reconsideration  and  informal  remand  (hearings)  levels.    The  overall 
purpose  of  these  experiments  is  to  determine  if  there  is  a  system  which 
provides  full  redress  for  the  claimant  coupled  with  better  utilization  of 
SSA  resources  (i.e.,  reduces  hearing  requests.) 

10  220      1,290      1,5  10  10  220    220 


8.    Training  and  Public  Information  -  Training  of  new  and  existing  SSA  employees 
in  the  implementation  of  the  provisions  of  P.L.  96-265  is  required  as  well  as 
dissemination  of  information  on  these  provisions  to  the  public. 

150  3,300    3,300        : 


9.    Other  Disability  Provisions  of  P.L.  96-265  -  Other  provisions  requiring 
administrative  resources,  but  not  highlighted  previously  in  this  section, 
include  the  child  care  drop-out  year  computation,  determination  of  eligibility 
for  extended  Medicare  protection  during  a  benefit  re-entitlement  period, 
computation  of  credit  for  impariment-related  work  expenses,  payment  of  claimant 
travel  in  Title  XVI  cases  and  administering  demonstration  projects  for  the 
disabled. 

"55  4,618    4,618  156  4,433    4,433 
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Hie  budget  includes  resources  for  increased  efforts  for  quality  assurance/program 
integrity 

1.    SSA  measures  and  reports  on  the  errors  it  makes: 

a.    Office  of  Assessment:    Responsible  for  error-rate  measurement  and 
reporting  ,  data  analysis,  and  formulation  of  corrective  action 
recommendations  to  program  managers.  •  Resources  for  this  office  are 
shown  below: 

Work  Years  Dollars 


FY  1980  Actual   2,455  $72,467,000 

FY  1981  Estimate   2,727  $87,263,000 

FY  1982  Estimate. .   3,013  $97,403,000 

b.  SSI  Program:    Payment  error  rate  has  dropped  from  11.5  percent  in  1975. 
Since  that  time,  and  for  the  past  several  reporting  periods,  rate  has 
leveled  off  at  about  5  percent.    Error  rate  assumptions  in  this  budget 
for  SSI  are  shown  below: 

Payment  Error  Rate 

Latest  actual  data  (October  1979-March  1980)   5.0% 

FY  1980  Estimate   5.0% 

FY  1981  Target   4.5% 

FY  1982  Target   4.0% 

c.  AFDC  Program:    Error  rates  for  AFDC  program,  administered  by  States,  are 
reported  under  Assistance  Payments  portion  of  the  budget  justification. 

d.  OASDI  Programs:    Until  recently,  SSA  operated  only  'process  quality 
systems  for  these  programs.    These  systems  measured  the  agency's 
adherence  to  established  operating  policies  and  procedures  through 
end-of-line  sample  reviews.    The  Office  of  Assessment  is  now  well  along 
in  establishment  of  "payment  quality  systems1'  to  monitor  the  benefit 
rolls  through  the  review  of  statistically  valid  samples  of  program 
benefit  payments. 

To  date,  for  the  retirement  and  survivors  (RSI)  program,  payment 
quality  reviews  have  been  completed  for  two  sample  periods.  Results 
are  shown  below: 

Payment  Accuracy      Error  Rate 

October  1979-March  1979   99.79%  0.21% 

April  1979-September  1979   99.72%  0.28% 

The  error  rates  above  are  comprised  of  payments  to  beneficiaries  not 
entitled  to  benefits  and  of  overpayments.    The  findings  do  not  include 
errors  that  occur  in  enforcement  of  the  annual  earnings  test.  Procedures 
have  been  developed  to  incorporate  findings  on  earnings  test  errors  in 
reviews  which  are  now  underway. 

The  disability  insurance  payment  accuracy  sample  received  its  initial 
pilot  test  during  1980  (about  3,000  cases  selected  at  random  from  the 
DI  payment  rolls  for  April  1979) .    For  this  first  accuracy  sample  there 
was  a  19.3  percent  payment  error  rate,  18.5  percent  of  which  was 
attributable  to  medical/vocational  factors.    The  medically  related 
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def iciencies ,  by  definition,  require  medical  judgement,  as  indicated  by  the 
fact  that  when  the  medical  decisions  on  the  sample  were  reviewed  a  second 
time  there  was  over  a  22  percent  disagreement  rate. 

A  second  phase  is  currently  underway.    The  ongoing  DI  quality  review  will 
begin  with  the  July-December  1981  reporting  period. 


It  is  important  to  note  that  the  first  phase  was  the  initial  step  in  SSA's 
effort  to  establish  an  ongoing  review  of  the  DI  payment  rolls.    The  validity 
of  the  data  from  this  effort,  therefore,  has  several  specific  constraints 
that  must  be  taken  into  account. 


*  The  medically  related  deficiencies,  by  definition,  require 
medical  judgement;  previous  tests  have  indicated  a  degree 
of  inconsistency  due  to  the  subjective  nature  of  the  medical 
and  vocational  factors. 


*  The  forms  and  procedures  were  used  for  the  first  time  and 
some  definition  and  coding  problems  occurred  which  would 
impact  on  the  results. 

*  The  sample  of  cases  was  selected  from  DI  payments  made  for 
only  one  month  and,  therefore,  the  data  may  not  be  reflective 
of  results  over  a  longer  period  of  time. 

2.    Initiatives  in  budget  to  improve  payment  accuracy  and  insure  program 
integrity 


a.    S3I  Program; 


IRS  data  interface  and  other 
procedures  to  verify  bank 
accounts  tc  uncover  unreported 
and/or  unverified  information. . 


Benefit  Savings  (in  $  millions) 
FY  1981  FY  1982 


■$35 


Tightening  up  on  eligibility 
of  aliens  ror  SSI  (required 
by  Disability  Amendments  of 

1980)....   -$4  -$12 


Ffeduction  in  retroactive  OASDI 
benefits  by  the  amount  of  SSI 
that  would  not  have  been  paid 
had  the  OASDI  oenefits  been 
paiu  when  due  (required  by 

Disability  a.mendmerte  of  1980) . . .  -$1  -$27 


Prcgrati: 


it.Aji^t.  radbws/widotoels  to 

determine  >  hetiier  they  have 

remarried   -$26 
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As  described  previously  in  this  do  current  (Section  B  of  General  State- 
ment) ,  the  principal  increases  in  the  1981-1982  budget  are  for  admini- 
strative resources  to  carry  out  major  disability  initiatives  including 
implementation  of  the  Disability  Amendments  of  1980.    A  number  of  these 
initiatives  are  explicitly  directed  at  quality  assurance/program  integrity 
integrity. 

Benefit  Savings  ($  in  millions) 
FY  1981  FY  1982 

Pre-ef fectuation  review  of 
State  agency  determinations 

(Social  Security  program)   -$3  -$18 

Periodic  review  of  those  on 
the  rolls  (Social  Security 

program)   -$50  -$286 

Systems  Security: 

Resources  budgeted  to  initiate  a  special  systems  security  program 
designed  to  safeguard  and  records  from  fraudulent  manipulation. 

Work-Years 


FY  1981   50 

FY  1982   100 

Implementation  of  Legislation  Restricting  Benefits  to  Prisoners 

SSA  will  devote  administrative  resources  in  1981  (15  work-years)  and 
1982  (10  work-years)  to  the  implementation  of  the  prisoner  provisions 
of  P.L.  96-473.    This  law  requires  that  SSA  suspend  disability  benefits 
to  persons  convicted  of  a  felony  unless  they  are  participating  in  a 
rehabilitation  program.    SSA's  budget  reflects  the  resulting  benefit 
savings  of  $9  million  and  $10  million  respectively  in  1981  and  1982. 
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The  budget  contains  staffing  increases  for  the  Office  of  Systems  and  major 
increases  in  ADP  special  expenses 

The  budget  request  for  the  Limitation  account  recognizes  the  critical 
need  to  upgrade  SSA's  systems  capabilities  in  terms  of  both  staffing 
and  equipment. 

In  terms  of  full-time  permanent  staffing  in  SSA's  Office  of  Systems, 
the  budget  provides  for  an  increase  from  a  current  1 , 889  positions 
on-duty  to  2,500  positions  on-duty  by  the  end  of  1982.  This 
increase  will  provide  the  flexibility  to  recruit  critically 
needed  personnel  such  as  experienced  programers,  systems  analysts, 
hardware  and  procurement  specialists  and  computer  scientists. 

The  budget  request  for  the  Limitation  account  also  includes  the 
following  for  automatic  data  processing  and  teleccrrmunications 
equipment  lease  and  purchase,  supplies,  and  contractual  services. 

FY  1981  FY  1982 

$69,821,000  $123,436,000 

1 .    Move  to  the  New  Computer  Center  (NCC) 

Initial  limited  occupancy  of  the  NCC,  located  at  the  Social 
Security  complex  in  Woodlawn,  Maryland,  began  in  May  1980. 
Congress  approved  construction  of  this  new  facility  for  the 
following  purposes: 

— To  provide  better  physical  security  for  computers  and  data. 

— To  provide  bacA-up  electrical  power  generators  and 

uriinterrup table  power  supplies  for  the  computers  to  reduce 
downtime . 

— To  provide  specialized  environments  to  suit  the  needs  of 
various  types  of  equipment. 

SSA  operates  18  major  computer  mainframes  in  Woodlawn  and 
acquired  during  FY  1980  (at  a  cost  of  $5,112,000)  3  additional 
computers  and  supporting  equipment  for  bridging  workloads 
to  the  NCC.    The  work  involved  in  this  move  is  monitored  and 
controlled  by  a  move  project-manager  and  staff  with  the  assistance 
of  two  contractors. 

At  the  present  time  the  three  bridge  computers  purchased  in 
FY  1980  are  being  installed  in  the  new  building.  Under  the 
Move  Plan,  it  is  expected  that  two  major  ADP  complexes  will 
be  operational  in  the  NCC  before  the  close  of  calendar  year  1981: 

— The  test  and  time  sharing  facility,  used  by  SSA's  programers 
for  program  development  and  testing. 

— The  SSA  Data  Acquisition  and  Response  System  (SSADARS),  a 
telecarmunications  system  which  lims  SSA  district  offices, 
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regional  offices,  and  program  service  centers  with  the  central 
computer  complex,  in  order  to  provide  rapid  and  efficient 
service  to  beneficiaries  and  claimants. 

The  move  of  the  other  SSA  ADP  facilities  is  scheduled  for 

FY  1982  and  the  first  quarter  of  FY  1983.     Resources  included 

in  the  budget  for  the  move  are  as  follows: 


Since  the  Move  Plan  must  be  updated  frequently  as  unforeseen 
developments  occur,  these  resource  requirements  are  subject 
to  change;  therefore,  adjustments  may  have  to  be  made  within 
total  resources  available  to  SSA  as  the  move  progresses. 

2.    Other  Systems  Enhancements 

a.    Upgrade  of  the  SSA  Data  Acquisition  and  Response  System  (SSADARS) : 
The  budget  reflects  major  resource  requirements  for  SSADARS, 
the  agency's  telecommunications  system.    These  resources  are  needed 
to: 


(1)  Replace  slow  and  costly  Advance  Record  System  (ARS) 
teletype  machines  which  are  still  in  use  in  about  half 
of  SSA's  district  and  branch  offices. 

(2)  Allow  for  the  competitive  replacement  of  existing 
SSADARS  terminals.     The  current  extension  on  the 
lease  contract  for  these  terminals  expires  in  1982. 

The  replacement  involves  terminals,  modems,  control  facilities, 
circuit  costs  and  a  concentrator  upgrade.    SSA  has  already  issued 
the  request  for  proposal  (RFP)  for  terminals  and  modems. 

Resources  budgeted  for  SSADARS  are  shown  below: 


b.    Case  control  system  upgrade:    SSA  program  service  centers 
and  central  office  operations  currently  use  a  computerized 
punched  card  system  to  control  the  paper  records  on 
retirement,  survivor  and  disaoility  beneficiaries.  The 
punched  card  reading  equipment  is  physically  and 
technologically  obsolete,  requiring  frequent  repairs. 
SSA  plans  to  replace  the  case  control  equipment  in  FY  1982 
with  new  technology  which  will  perform  the  control  function 
in  a  more  efficient  manner.    Savings  of  134  work-years 
annually  are  anticipated  when  the  equipment  is  fully 
replaced.    Resources  budgeted: 


FY  1981 
$5,288,000 


FY  1982 
$5 , 401 , 000 


FY  1981 
$3,695,000 


FY  1982 
$27,469,000 


FY  1981 


FY  1982 
$3,956,000 
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Extracting  earnings  history  data  from  SSA  records:    When  there 
is  a  question  about  the  accuracy  of  the  earnings  reported  to 
SSA,  SSA  employees  utilize  special  equipment  to  extract  the 
necessary  information  and  resolve  the  problem.     The  process, 
which  is  automated,  depends  on  transcription  equipment  which 
has  been  deteriorating  and  is  in  need  of  replacement.     In  FY  1981, 
SSA  expects  to  revise  the  current  process  and  competitively  acquire 
new  equipment.    This  will  save  an  estimated  54  work-years  annually 
after  the  system  is  completely  installed.    Resources  budgeted: 


Service  agreements  for  program  development  and  testing  and  operational 
support:     SSA  plans  to  meet  some  of  its  short-term  computer  program 
development  requirements  by  contracting  for  time  on  systems  outside 
SSA.    Productivity  for  existing  programming  staff  can  be  enhanced  if 
sufficient  hardware  is  available  for  program  development  and  testing. 
The  present  shortage  of  such  hardware  will  be  exacerbated  as  additional 
programmers  are  added  in  the  Office  of  Systems  to  handle  increasing 
workloads  generated  by  new  legislation  enacted  in  1980  and  planned 
legislative  initiatives.    Support  from  outside  of  SSA  will  be  needed 
until  SSA  can  competively  acquire  the  needed  computer  capacity  for 
program  development  and  testing. 

Similarly,  SSA's  production  computer  capacity  is  severely  constrained. 
Additional  off-site  processing  capacity  is  essential  to  the  maintenance 
of  existing  service  levels,  to  provide  adequate  bacK-up  and  to  accomodate 
peak  workloads  anticipated  from  planned  legislative  initiatives  during  the 
FY  1982-83  period.     This  additional  short-term  support  will  be  necessary 
until  SSA  can  competitively  acquire  the  needed  computer  capacity  through 
implementation  of  the  Production  Partitions  scheduled  for  FY  1985-86. 


Test  and  Time  Sharing  Facility  (TTSF)  Upgrade:     SSA's  current  TTSF  is 
inadequate  to  meet  the  agency's  need  for  computer  program  development 
and  testing.    As  mentioned  in  item  d.  above,  SSA  plans  to  meet  some  of  its 
short-term  program  development  requirements  by  contracting  for  time  on 
systems  outside  of  SSA.    In  addition  some  augmentation  to  the  in-house 
TTSF  is  required.    This  dual  approach  is  the  only  viable  alternative  to 
meeting  SSA's  immediate  needs  until  the  Program  Development  and  Test  Facility 
(PTDF)  is  operational  (FY  1983-85)  and  workload  transfers  can  begin. 
The  TTSF  upgrade  includes  upgrading  the  control  processing  unit  to  a 
MOD  III ,  with  an  operating  system  to  optimize  resource  use,  other 
new  software,  mini  front  end  processors,  mass  storage  system,  and 
additional  terminals.    Resources  budgeted: 


FY  1981 
$288 , 000 


FY  1982 
$1,293,000 


FY  1981 

$320,000 


FY  1982 
$12,193,000 


FY  1981 
$512,000 


FY  1982 
$1,639,000 
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f.    Magnetic  tape  density  upgrade:    Most  of  SSA's  magnetic  tape 
drives  operate  at  a  1600  byte  per  inch  (bpi)  density 
on  magnetic  tape.    However,  SSA  is  using  a  number  of 
6250  bpi  drives  and  finding  increased  efficiency  by 
using  them.    SSA  plans  to  upgrade  the  remainder  of  its 
owned  drives  to  the  6250  bpi  technology  to  gain  increased 
efficiency.    Resources  budgeted: 

FY  1981  FY  1982 
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$249,000  $1,634,000 

g.  Additional  processor  storage:    SSA  plans  to  increase  the 
operating  capacity  of  its  360/168  computers  by  increasing 
processor  storage  to  8,000,000  bytes  on  each  system.  SSA 
plans  to  release  a  number  of  older  systems  when  the  storage 
is  added.    The  net  effect  of  the  addition  and  release  will 
be  more  efficient  computer  operations  in  the  NCC.  Resources 
budgeted: 

FY  1981  FY  1982 

$98,000  $1,524,000 

h.  Software  conversion  and  documentation:    It  is  necessary  to  convert  data 
and  software  to  a  higher-level  language  to  facilitate  full  competition 
of  SSA's  hardware  systems  under  the  approved  recampetition  strategy. 
This  requires  preconversion  activities  including  data  standardization, 
rewrite  of  applications  software,  file  quality  improvement,  shift  to 
on-line  storage  where  appropriate  and  documentation  of  current  systems. 

Much  of  SSA's  systems  software  is  inadequately  documented  and  such 
documentation  is  vitally  needed. 

FY  1981  FY  1982 


$200,000  $1,759,000 

Programmable  magnetic  tape  terminal  replacement:  SSA  uses  programmable 
magnetic  tape. terminals  to  transfer  large  volumes  of  data  between 
Baltimore  and  the  program  service  centers  data  operations  centers, 
state  agencies,  regional  treasury  disbursment  centers,  and  the 
Railroad  Retirement  Board.    A  five-year  contact  for  this  equipment 
was  awarded  in  November  1974  and  a  three-year  extension  has  been 
negotiated.    Competitive  replacement  is  planned  for  FY  1982. 

FY  1981  FY  1982 

$6,000  $984,000 


78-993   0-80  33 
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j.    Automated  tape  transport  systems:  SSA  houses  over  400, 000  magnetic  tape 
reels  in  its  tape  library  in  Baltimore.    SSA  will  acquire  an  automated 
means  of  transporting  the  most  frequently  used  tape  reels  frcm  the 
tape  library  to  input  stations.    This  system  will  improve  efficiency, 
security  and  accountability. 


k.    Hearing  Office  Automation:    SSA's  Office  of  Hearing  and  Appeals  (OHA) 
currently  uses  automatic  typewriters  to  prepare  its  casework.  Increased 
workloads,  time  limits  imposed  by  court  decisions  and  pending  legislation 
which  will  impose  additional  time  limits  for  processing  cases  have  made 
the  automatic  typewriters  inadequate.    SSA  plans  to  provide  OHA  with 
word-processing  systems  for  handling  its  heavy  workloads.    The  improved 
capabilities  will  also  include  case  control  information  in  each  office 
and  a  ccnTnunications  network  to  transfer  case  control  and  management 
information  between  offices. 


Ongoing  Costs: 

In  addition  to  major  improvements  there  are  large  ongoing  costs  to  support 
SSA  computer  activities.    These  costs  are  primarily  ADP  and  teleccmmunication 
rentals,  contracts  for  maintenance  of  equipment  and  other  ADP  services, 
supplies  directly  related  to  ADP  such  as  magnetic  tape  and  disK  packs,  and 
small  purchases  of  equipment  and  software.    Budgeted  resources: 


FY  1981 


FY  1982 
$750,000 


FY  1981 
$1,659,000 


FY  1982 
$5 , 333 , 000 


FY  1981 
$57,506,000 


FY  1982 
$59,501,000 
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E.    Resources  for  the  Disability  State  Agencies  Require  an  Increasing  Share  of 
the  Total  SSA  Administrative  Budget 

Limitation  on  Disability 
Administrative  Expenses  State  Agency 


Obligations    1/  Obligations  Percent 


FY  1978  Actual  $2,094,344,270  $280,159,471  13.4 

FY  1979  Actual  2,216,138,808  309,135,918  13.9 

FY  1980  Actual  2,388,198,000  342,664,928  14.3 

FY  1981  Estimate  2,781,064,000  458,603,000  16.5 

FY  1982  Estimate  3,074,089,000  578,659,000  18.8 


1/   Excludes  Construction  Obligations. 

The  major  reasons  that  the  Disability  State  Agencies  require  an  increasing 
share  of  the  total  SSA  administrative  budget  are: 

—Continued  emphasis  on  payment  accuracy,  overall,  quality,  consistency,  and 
validity  of  disability  determinations. 

— An  increased  review  of  disability  beneficiaries  to  determine  current  eligibility. 
This  administrative  initiative  which  is  a  prelude  to  the  periodic  review  called 
for  in  the  1980  Disability  Amendments,  increases  State  Agency  funding  by 
$43,749,000  in  FY  1981  and  $42,084,000  in  FY  1982. 


—The  Disability  Anandnwats.  .of  1980  (P.!.  56-265)  which  increases  the  State 
Agency  resource  requirements  by  $20,241,000  in  FY  1981  and  $112,814,000  in 
FY  1982.    The  principle  provisions  that  contribute  to  these  increases  are: 

—Title  II  Purchase  of  Medical  Evidence 

— Detailed  Personnel  Denial  Notices 

— Periodic  Review 


— Increase  consultative  examination  purchases  -  Consultative  examinations 
are  required  in  cases  in  which  the  claimant  cannot  provide  sufficient 
medical  evidence  to  enable  the  disability  examiner  to  make  an  allowance 
or  denial  determination.    As  shown  in  the  table  below,  the  consultative 
examination  rate — the  number  of  consultative  examinations  purchased  as  a 
percent  of  the  total  number  of  claims  processed  by  the  State  Agencies—has 
increased  by  10  percent  between  FY  1978  and  FY  1980. 

Consultative  Examination  Rate 
(Percent) 

Combined  DI  and 
SSI  Programs 

FY  197    (actual)   30 -3 

FY  1979  (actual)   32 -1 

FJf  1980  (actual)   33 • 2 

FY  1981  (estimate)   37  • 9 

FY  1982  (estimate)   41.2 
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Work  Output  and  Productivity 

Work  output,  as  used  by  SSA,  is  a  measure  of  the  total  amount  of  work  processed  by 
the  agency.    This  measure  represents  the  number  of  units  of  program  workloads  pro- 
cessed, adjusted  when  appropriate  for  changes  in  workload  composition,  substantive 
changes  in  the  nature  of  the  end-product,  and  changes  in  the  level  on  non-recurring 
work  involving  the  use  of  agency  work-years. 

Productivity  is  a  measure  of  workforce  efficiency  stated  as  a  ratio  of  the  wor* 
output  to  work-years  used.    Changes  in  productivity  may  result  from  changes  in  work 
processes  such  as  automation,  workflow,  and  changes  in  the  proportion  of  time  re- 
quired for  training,  supervision,  leave  and  staff  work. 


Work  Output  and  Productivity  in  SSA  Proper 

The  table  below  summarizes  recent  and  projected  changes  in  work  output  and  pro- 
ductivity in  SSA  proper. 


Summary  of  Work  Output  and  Productivity  in  SSA  Proper 


Work  Output    Productivity  

Percent  of  Percent  of 

Year-to-Year  Year-to-Year  Work-Year 

Change            Work- Years  Change  Savings 


1980  Actual   +0.1  +102  +1.3  -1,126 

1981  Revised  Estimate.  +6.9  +5,865  +3.4  -3,008 

1982  Revised  Request. .  +4.9  +4,276  +3.4  -3,004 

1.    Seme  of  the  major  reasons  for  the  4,276  work-year  increase  in  output  in  1982 
follows: 


— More  work-years  are  needed  in  1981  than  in  1982  to  implement  the  disability 
initiatives.    This  includes  the  periodic  re-examination  of  disability 
beneficiaries,  and  the  pre-effectuation  review  of  disability  claims,  which 
is  budgeted  at  35  percent  in  1982  compared  to  15  percent  in  1981. 


— Additional  work-years  are  required  to  increase  the  number  of  hearings  and 
appeals  processed  from  320,000  in  1981  to  346,000  in  1982. 

— The  number  of  initial  claims  for  benefit  increases  for  both  the  Social 
Security  and  SSI  programs  in  1982. 


— Increases  in  the  number  of  annual  earnings  items  which  will  be  processed. 

These  increases  are  offset  by  a  decrease  in  the  number  of  quarterly  wage  items 
that  will  be  processed  because  1981  will  be  the  last  year  that  SSA  receives 
any  quarterly  wage  reports  from  State  and  local  governments. 

— Additional  work-years  are  required  to  process  changes  in  beneficiary/recipient 
status,  changes  in  address,  recovery  of  overpayments,  and  other  activities 
needed  to  keep  the  growing  beneficiary/recipient  rolls  up  to  date. 

— Additional  work-years  are  required  to  strengthen  SSA's  systems. 
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2.    Seme  highlights  of  the  reasons  for  changes  in  productivity  in  1982  are: 

— During  1981  SSA  will  complete  training  on  the  disability  amendments.  This 
reduces  the  amount  of  time  required  for  training  and  public  information. 

— Continue  to  automate  and  upgrade  SSA  processes.    This  includes: 

(a)  automating  various  claims  and  post ent i 1 1  ement  operations 

(b)  expanding  the  SSA  Data  Acquisition  and  Response  System  (SSADARS) 

(c)  improving  utilization  of  available  employees  for  recording  earnings 
histories . 

— Procedural  changes  that  SSA  management  must  develop  and  implement  in  order 
to  accomplish  its  work  in  a  more  efficient,  cost-effective  manner. 

Work  Output  and  Productivity  in  the  Disability  State  Agencies 

The  table  below  summarizes  recent  and  projected  changes  in  work  output  and  producti- 
vity in  the  Disability  State  Agencies. 


SSA  projects  an  increase  of  18.4  percent  in  work  output  in  1982.    This  increase 
is  due  mainly  to  the  disability  initiatives  discussed  in  Section  B. 

An  improvement  of  0.5  percent  in  Disability  State  Agency  productivity  is  forecast 
for  1982.    This  improvement  primarily  results  from  the  increased  use  of  automated 
management  information  and  case  control  systems.    Higher  productivity  will  come 
in  years  after  BY  1982  when  the  large  new  staffing  increases  in  the  State  agencies 
have  been  consolidated,  initial  training  is  completed  and  new  staff  are  nore 
familiar  with  their  jobs. 


Summary  of  Work  Output  and  Productivity 
in  the  Disability  State  Agencies 


Percent  Year-to-Year  Change 
Work  Output  Productivity 


1980  Actual 

1981  Estimate 

1982  Estimate 


+4.4 
+40.3% 
+18.4% 


+2.0 

+2.4% 

+0.5% 
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Comparison  of  Work-Years  with  Workload 
Productivity  Index 
Fiscal  Year  1972  =  100 


Exhibit  1 

1/ 


Indices  of  Work 


Year 

Work  Output 

1972 

actual 

100.00 

1973 

actual 

110.58 

1974 

actual 

136.56 

1975 

actual 

158.27 

1976 

actual 

175.39 

1977 

actual 

191.08 

1978 

actual 

188.31 

1979 

actual 

193.30 

1980 

estimate 

193.53 

1981 

estimate 

207.54 

1982 

estimate 

217.00 

1/    Work  performed  by  State  agencies 
work-years  for  them  are  excluded. 


Work- Years  and  Productivity 
WorK-Years  Productivity  - 


100.00 

100.00 

105.48 

104.83 

133.51 

102.28 

148.87 

106.31 

154.96 

113.18 

157.30 

121.48 

156.27 

120.51 

156.27 

123.70 

154.41 

125.33 

159.61 

130.03 

161.92 

134.02 

Medicare  contractors  (1972-1977)  and  the 


2/    Productivity  index  equals  work  output  index  divided  by  wonc-year  index  times  100. 
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Changes  in  the  1981  Budget 

The  Social  Security  Administration  wishes  to  bring  to  the  attention  of  the  Congress 
several  important  changes  in  its  1981  budget  plan  for  the  Limitation  on  Administra- 
tive Expenses.  Changes  normally  occur  in  budget  plans  for  this  account  because  the 
budget  is  workload  based  and  workloads  change. 

The  revised  1981  budget  proposes  transferring  additional  Medicare  and  personnel 
functions  and  the  related  1981  budget  authority  to  the  Health  Care  Financing 
Administration  (HCFA)  and  the  Office  of  the  Secretary  (OS) ,  HHS.    This  transfer  will 
result  in  an  adjustment  to  the  1981  appropriation  as  shown  below: 

1981  Obligations  for  Limitation  on  Administrative  Expenses 

approved  by. Congress   $2,618,839,000 


Transfer  to: 


Health  Care  Financing  Administration,  Limitation  on 
Administrative  Expenses,  for  the  transfer  of  Medicare 

functions  formerly  the  responsibility  of  SSA.   -440,000 

Office  of  the  Secretary,  Departmental  Management  for  the 
transfer  of  personnel  functions  formerly  the 

responsibility  of  SSA   5,546,000 

Subtotal,  transfer   -$5,986,000 

Total  Obligations,  1981  President's  Budget  adjusted  for 

transfers   $2,612,853,000 


After  the  adjustments  covered  above,  1981  obligations  rise  by 
$204,811,000  due  to  the  following: 

1.    Proposed  use  of  the  contingency  reserve  provided  in  the 
1981  appropriation  to  implement  the  provisions  of  the 
Social  Security  Disability  Amendments  of  1980  (P.L.  96-265) 


enacted  after  submission  of  the  budget,  to  implement  the 
Administration's  program  to  tighten  up  on  disability 
administration,  and  to  meet  workloads  and  other  mandatory 

costs  not  anticipated  in  the  original  1981  estimate   $  50,000,000 

2.  October    1980  Federal  pay  raise,  proposed  supplemental  for 

costs  which  cannot  be  absorbed   $    139 , 700 , 000 

3.  Additional  construction  obligations  not  anticipated  in  the 

original  estimate   $  15,111,000 


The  table  below  summarizes  in  more  detail  the  elements  of  the  $204,811,000  increase 
in  obligations: 


1981  (Obligations  in.Thousands) 
President's  Budget  Change 

I.    Payroll  Costs.....   $1,672,307  +$172,617 


Portion  of  October  1980  Federal 
pay  raise  which  cannot  be  absorbed 
within  the  existing  appropriation. . 


+$139,700 
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1981  (Obligations  in  Thousands) 
President's  Budget  Change 

B.    Based  on  1980  actual  experience  SSA 
is  projecting  that  the  average 
payroll  costs  will  be  slightly 
higher  than  in  the  1981  President's 
Budget.    The  change  results  from 
increased  use  of  overtime  at  a 
higher  cost  per  work-year ,  and  a 
reduction  in  enployee  turnover, 
which  in  turn  reduces  ±he  opportunity 


to  hire  lower  salary  levels   +$  11,177 

C.  Administrative  costs  associated  with 
pre- implementation  planning  of  the 
legislative  proposals  contained  in  a 

Program  for  Economic  Recovery.   +$  1,500 

D.  New  calculations  result  in  a  net 
increase  of  936  more  work-years  than 

originally  budgeted  for  in  1981   +$18,140 

The  increase  is  the  result  of  un- 
budgeted  increases  in  workloads,  or, 
previous  over  estimates  of  work-year 

savings  in  the  following  areas:   (+$  58,218) 


♦Initial  SSI  blind  and  disabled  claims. 

♦Post-entitlement  workload  increase 
(for  example,  overpayments  and 
recomputations  of  benefits) . 

♦Continuing  eligibility  reviews  (for 
example,  SSI  redeterminations,  annual 
earnings  report,  and  continuing 
disability  investigations) . 

♦Work-year  savings  projected  for  field 
office  specialization  for  RSDI  and  SSI 
work  are  not  materializing. 

♦Work-year  savings  to  be  realized  in 
1981  for  replacement  of  obsolete  ARS 
terminals  will  not  occur  due  to 
delays  in  acquisition  of  SSADARS 
terminals. 

Partially  offsetting  the  increases 
above  are  changes  in  the  work  process 
that  result  in  decreases  in  work-year 

requirements   (-$  40,078) 
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1981  (Obligations  in  Thousands) 
President's  Budget  Change 

*Work-years  needed  for  bank  account 
verification  for  SSI  claimants  and 
recipients  are  lower  than  previously 
estimated . 

♦Instead  of  a  full  restoration  of 
representative  payee  accountability, 
SSA  will  target  its  resources  and 
require  certain  representative 
payees  to  provide  an  accounting  of 
the  funds  they  received. 

*The  change  in  the  social  security 
number  issuance  process  (moving 
workloads  frcm  the  Data  Operations 
Center  to  the  district  office) 
will  not  be  implemented  as 
planned  in  1981. 

The  Comptroller  General  has  issued 
a  decision  clarifying  the  circum- 
stances under  which  General 
Schedule  (GS)  employees  are 
entitled  to  night  differential 
pay.    As  a  result  of  the  Comptroller 
General's  decision,  SSA  employees 
are  filing  back  claims  for  night 

differential  pay   +$1,600 

Disability  State  Agency  Costs   $44.0,734  +$17  869 

The  DI  State  Agency  costs  increase  in 
FY  1981  primarily  for  the  following 
major  reasons,  all  of  which  are 
related  to  the  Disability  Amendments 
of  1980, or  to  efforts  to  remove 
ineligible  individuals  from  the 
disability  rolls. 

1 .  Title  II  purchase  of  medical 
evidence. 

2.  Personalized  denial  notices. 

3.  Processing  an  increased  number 

of  continuing  disability  initiatives. 
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1981  (Obligations  in  thousands) 
President's  Budget  Changes 


III .    Other  Objects  Requirements  (Other 
Than  PI  State  Agencies)  


$499,812 


H $14, 325 


A. 


Construction, 


$21,489 


+$15,111 


The  major  increase  in  construction 
obligations  in  1981  is  for  con- 
struction and  expansion  of  pre- 
viously build  field  offices. 

SSA's  construction/expansion  plan 
is  discussed  in  detail  in  the  Con- 
struction Program  Activity  narra- 
tive.   The  plan  was  originally 
developed  for  FY  1980  but  the 
General  Services  Administration 
has  been  able  to  handle  the  SSA 
requests  budgeted.    Thus,  obli- 
gations carry  over  from  1980 
to  1981. 

B.    ADP/TelecarnTunications   $73,389  -$3,568 

— Three  computer  units  to  be 
used  in  the  move  to  the  new 
computer  center  were  pur- 
chased in  FY  1980;  thereby, 
reducing  the  scheduled 
rental /purchase  costs  in 
FY  1981. 

— Hie  scheduled  replacement  of 
the  SSADARS  ccrTTnunications 
system  has  been  delayed  there- 
by reducing  the  ADP  rental/ 
service  costs  for  FY  1981. 

— The  replacement  of  the  case 
control  system  for  the  Pro- 
gram Service  Centers  has  been 
deferred  from  1981  to  1982. 

— The  reductions  in  costs  are 
partially  offset  by  in- 
creased rental/service  costs 
in  other  ADP/teleccrmiunications 
areas. 
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1981  (Obligations  in  thousands) 
President's  Budget  Changes 

Other  Costs.'.   $404,934  +$2,782 

— Travel :    Unbudgeted  costs  for 
SSI  claimant  travel  to  dis- 
ability determinations  (man- 
dated by  Disability  Amend- 
ments of  1980) ,  cost  of  train- 
ing additional  employees  in 
1981  to  process  unbudgeted 
work,  and  cost  increases  in 
mileage  and  per  diem  rates 
effective  April  23,  1980.  (The 
rate  increases  authorized  by 
P.L.  96-346,  enacted 
September  10,  1980  are  being 
absorbed  in  1981.)    These  un- 
budgeted costs  are  partially 
offset  by  SSA's  share  of 
government  wide  travel 


reductions   (+$2,068) 

— Printing:    Printing  bilingual 
notices,  reprinting  of  pamph- 
lets for  the  public  are  to 
change  in  the  disability  pro- 
gram, and  increased  printing 

and  reproduction  unit  costs   (+$5,054) 

— Increased  costs  for  consummable 
supplies  and  increased  postal 

costs   (+$1,694) 

— Reductions  in  other  service 
costs,  rents,  ccmnunication  or 
utilities,  and  purchase  of 

equipment   (-$4,921) 

— Other  reductions  in  consultant 
service  costs  (-$113)  and  pro- 
curement of  office  furniture 

and  equipment  (-$1,000)   (-$1,113) 
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Old-Age  and  Survivors  Insurance  Program 
Authorizing  Legislation:    Section  201(g)(1)  of  the  Social  Security  Act. 

1981  1982 
Revised  Estimate               Revised  Request 
 Pos.  Amount  Pos.  Amount 

Current  Request   34,879       $972,338,000       34,862  $1,029,971,000 

Proposed  Change     -1,480,000    +9,400,000 

Revised  Request   34,879       $970,858,000       34,862  $1,039,371,000 


Justification  for  FY  1982  Revised  Request 

Funds  requested  for  the  Old-Aqe  and  Survivors  Insurance  (OASI)  Program  provide 
for: 

1.  the  initial  determination  of  eligibility  of  workers,  wives,  widows, 
children  and  dependent  parents  for  old-age  and  survivors  insurance 
benefits; 

2.  reevaluation  of  the  initial  determination  when  requested  by  the 
claimant; 

3.  processing  current  changes  to  the  beneficiary  rolls  to  assure  proper 
payment  of  benefits;  and, 

4.  investigation  of  the  beneficiary's  continuing  entitlement  to  benefits, 
including  evaluation  of  the  performance  of  representative  payees. 

In  addition,  the  old-age  and  survivors  insurance  activity,  along  with  the 
disability  and  health  insurance  activities,  includes  a  distributive  share  of  the 
following  functions  which  support  all  social  security  programs: 

-  the  issuance  of  social  security  numbers; 

-  the  maintenance  of  earnings  records  for  workers  covered  by  the  social 
security  programs; 

-  the  overall  direction  of  the  Social  Security  Administration;  and 

-  administrative  services. 

Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981  Revised  Estimate 

The  FY  1982  request  finances  workload  processing  (initial  enrollment,  appellate 
decisions,  maintenance  of  the  beneficiary  rolls  and  continuing  eligibility 
reviews)  and  other  functions  of  the  OASI  program. 
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Workloads  and  Planned  Improvements 

A.    Workload  Trends 

The  number  of  retirement  and  survivors  insurance  beneficiaries 
receiving  payments  is  an  indicator  of  the  general  workload  trend  in  this 
activity.    The  table  below  (based  on  present  law)  shows  the  average 
number  of  persons  receiving  benefits  and  the  amount  of  benefits  paid  in 
selected  years. 


Average  Number  of 

Beneficiaries  in  Benefits  Paid 

Fiscal  Year  Current  Payment  Status  During  Year 


1960  actual   13,244,000  $  10,269,708,577 

1965  actual   18,236,000  15,225,894,366 

1970  actual   22,889,000  26,266,928,000 

1975  actual   26,942,000  54,838,818,324 

1980  actual   30,466,000  100,615,304,000 

1981  estimate   31,213,000  119,172,000,000 

1982  estimate   31,781,000  136,837,000,000 


The  number  of  persons  on  the  old-age  and  survivors  insurance 
beneficiary  roll  will  continue  to  increase  for  many  years  into  the 
future.    The  normal  year-to-year  growth  in  the  roll  and  in  the  amount  of 
benefits  paid  is  in  large  measure  dependent  on  population  and  economic 
growth  and  demographic  changes.    Year-to-year  growth  also  is  affected  by 
legislative  changes  to  the  basic  Social  Security  Act. 

The  amount  of  benefits  paid  each  year  increases  as  the  number  of  bene- 
ficiaries increases.    In  addition,  average  monthly  benefits  increase  as 
general  earnings  rise  and  annual  automatic  cost-of-living  benefit 
increases,  authorized  by  law,  go  into  effect.    The  most  recent  auto- 
matic benefit  adjustment  was  a  14.3  percent  increase,  effective  for 
June  1980.    The  estimated  benefit  amounts  for  FY  1981  and  1982  assume  a 
11.2  percent  automatic  increase  effective  for  June  1981  and  a 
9.3  percent  increase  effective  for  June  1982. 

The  principal  workload  volumes  included  in  this  activity  are  shown 
below: 

1981  1982  Increase  or 

Revised       Revised  Decrease 
Estimate     Request     volume  Percent 

Processed  claims  for  retirement 
and  survivors  insurance 

benefits   3,913,400    3,954,200    +40,800  +1.0 

Average  number  of 

beneficiaries  served  32,185,000  32,810,000  +625,000  +1.9 

Appellate  actions  processed 
(includes  reconsiderations, 
hearings  before  administrative 
law  iudqes  and  appeals  to  the 

Appeals  Council)   37,840        39,195     +1,355  +3.6 
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1981            1982  Increase  or 

Revised  Revised  Decrease 

Estimate  Request  \folume  Percent 


Maintenance  of  the  Rolls 
(includes  changes  of  address, 
status  changes,  recomputations , 
overpayments  and  the  issuance 

of  payments  and  checks)   44,365,353    45,155,243    +789,890  +1.8 

B.    Planned  Improvements 

Planned  improvements  for  the  Old-Age  and  Survivors  Insurance  Program  are 
the  result  of  management  improvements  as  described  in  the  general 
statement  exhibit  for  this  account.    Also,  there  are  several  systems  and 
procedural  changes,  including  those  summarized  below: 

— Continued  expansion  of  SSA's  in -house  telecommunications  systems  which 
reduce  folder  maintenance  activities  in  the  field  offices. 

— Acquisition  of  automated  folder  scanning  equipment  in  program  service 
centers  which  will  reduce  processing  time  and  save  clerical  resources 
devoted  to  folder  control  activities. 


— Continuation  of  the  redesign  of  the  Social  Security  Administration 
workload  processing  system  which  will  improve  general  information  ex- 
chanqe  among  field  offices,  program  service  centers,  and  the  central 
data  processing  facility. 


II.    Work-Year  Requirements 


Work-year  requirements  for  the  OASI  program  decrease  by  151  work-years  in 

1982.  This  decrease  in  work-years  is  the  net  result  of  the  workload  trends 
discussed  earlier  and  the  planned  improvements  which  are  outlined  above. 

III.  Money  Requirements 

1981                 1982  Increase 

Revised             Revised  or 

Estimate           Request  Decrease 


Cbligations  $970,858,000     $1,039,371,000  +68,513,000 

Total  administrative  costs  of  the  Social  Security  Administration  are 
allocated  to  each  activity  based  upon  standard  cost  allocation  principles, 
and  are  consistent  with  workloads  and  work-years  associated  with  the 
administration  of  each  program.    Obligations  for  the  old-age  and  survivors 
insurance  activity  are  primarily  for  salaries  and  related  costs  associated 
with  37,390  work-years  in  1981  and  37,541  work-years  in  1982  as  discussed 
above.    The  year-to-year  increase  of  $68,513,000  (+7.1%)  in  obligations  is 
the  net  effect  of  this  activity's  attributable  share  of  increases  and 
decreases  as  explained  in  the  summary  of  changes  exhibit  for  this  account. 
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Disability  Insurance  Program 
Disability  Insurance  Program:    Section  201(g)(1)  of  the  Social  Security  Act 


1981  1982 
Revised  Estimate                 Revised  Request 
Pos.  Amount  Pos.  Amount 


$855,715,000 

20,000 

$1 

,000,446,000 

+43,507,000 

+1,300 

+69,631,000 

$899,222,000 

21,300 

$1 

,070,077,000 

Justification  for  FY  1982  Revised  Request 


Funds  requested  for  the  Disability  Insurance  (DI)  Program  provide  for: 

( 1 )  tiie  initial  determination  of  eligibility  of  disabled  workers  and  their 
dependents  for  disability  insurance  benefits; 

(2)  reevaluation  of  the  initial  determination  when  requested  by  the  claimant; 

(3)  investigation  of  beneficiary's  continuing  eligibility  for  benefits, 
including  evaluation  of  the  performance  of  representative  payees. 

The  administrative  costs* budqeted  for  the  disability  program  also  include  the 
costs  of  State  agencies  which  determine  the  existence  and  continuance  of  a 
disability. 

In  addition,  the  disability  insurance  activity  includes  a  distributive  share  of 
the  following  functions  which  support  all  social  security  programs: 

— the  issuance  of  social  security  numbers; 

— the  maintenance  of  earnings  records  for  workers  covered  by  the  social  security 
programs; 

— the  overall  direction  of  the  Social  Security  Administration;  and, 
— administrative  services. 

Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981  Revised  Estimate 

The  fiscal  year  1982  budget  request  for  this  activity  finances  workload  pro- 
cessing (initial  enrollment,  appellate  decisions,  maintenance  of  the  rolls,  and 
continuing  eligibility)  and  other  functions  of  the  DI  program.    The  budget  re- 
quest also  includes  administrative  resources  for  implementation  of  the  provi- 
sions of  the  1980  Disability  Amendments  (P.L.  96-265)  and  other  disability  ini- 
tiatives and  projects  to  strengthen  SSA's  stewardship  of  the  disability  program. 
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SSA  has  implemented  the  disability  provisions  ux3er  p.L.  96-265  that  became 
effective  on  July  1,  1980.    A  time-phased  workplan  has  been  developed  to  carry 
out  the  remaining  provisions  as  they  become  effective  on  or  before  the  dates 
prescribed  in  the  leqislation. 

The  chart  that  follows  provides  information  on  the  disability  leqislation: 
(1)  the  content  and  effective  date  of  each  provision  that  requires  admini- 
strative resources;  and,  (2)  resource  estimates  needed  for  implementation. 
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Program  Facts  and  Figures 

A.    Workload  Trends 

The  number  of  disability  insurance  beneficiaries  receiving  payments  is 
an  indicator  of  the  general  workload  trends  in  this  activity.    The  table 
below  shows  the  average  number  of  persons  receiving  benefits  and  the 
amount  of  benefits  paid  in  selected  years. 


Average  Number 
Beneficiaries  in  Benefits  Paid 

Fiscal  Year  Current  Payment  Status  During  Year 


1965  actual   1,563,000  $  1,392,197,572 

1970  actual   2,495,000  2,778,117,937 

1975  actual   3,912,000  7,629,795,831 

1980  actual   4,770,000  14,898,922,725 

1981  estimate   4,680,000  16,771,000,000 

1982  estimate   4,639,000  18,261,000,000 


The  year-to-year  changes  in  the  number  of  beneficiaries  is  directly 
related  to  the  declining  birth  rates'  effect  on  dependent  beneficiaries 
as  well  as  the  initiatives  of  SSA  and  the  Congress  aimed  at  streng thing 
the  integrity  of  the  disability  insurance  program.    The  average  number 
of  beneficiaries  estimated  for  FY  1981  and  FY  1982  shows  a  downward 
trend  from  the  high  number  reached  in  FY  1979  (4,882,000),  and  this 
reflects  the  initial  impact  of  these  initiatives.    Also,  leaislative 
changes  in  the  program  affect  the  size  of  the  beneficiary  rolls  and  the 
amount  of  disability  insurance  payments  made  each  year.    One  major 
factor  causing  an  increase  in  the  rolls  since  1975  is  the  Supplemental 
Security  Income  Program  which  became  effective  an  January  1,  1974. 
Title  XVI  of  the  Social  Security  Act,  as  amended,  provides  that  no  per- 
son shall  be  eligible  for  supplemental  security  income  if  he  fails  to 
file  within  30  days  of  notification  by  the  Secretary  for  other  benefits 
such  as  retirement,  disability,  workmen's  compensation  and  unemployment 
benefits  to  which  he  may  be  entitled.    It  is  believed  that  this  require- 
ment stimulated  filing  for  social  security  disability  insurance 
benefits  by  disabled  persons  who  had  been  receiving  only  State 
assistance  payments. 

The  amount  of  benefits  paid  each  year  increases  if  either  the  number  of 
beneficiaries  or  the  average  monthly  benefits  increase.  Average 
monthly  benefits  are  affected  by  inflation  and  higher  earnings  over  the 
time  on  which  benefits  are  computed.    In  addition,  automatic  cost-of- 
living  benefit  increases  are  authorized  by  law.    The  most  recent  auto- 
matic benefit  adjustment  was  a  14.3  percent  increase,  effective  for 
June  1980.    The  estimated  benefit  amounts  for  fiscal  years  1981  and 
1982  assume  a  11.2  percent  automatic  increase  effective  for  June  1981 
and  9.3  percent  increase  effective  for  June  1982. 
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Workload  Changes 

1 .    Social  Security  administration 

There  is  a  large  increase  in  workloads,  which  is  attributable  to 
increases  in  disabled  worker  claims  and  hearings  and  appellate 
actions  and  the  implementation  of  new  disability  initiatives.  Che 
of  these  new  initiatives  calls  for  a  large  increase  in  reviews  of 
beneficiaries  currently  on  the  rolls  who  have  been  determined  not  to 
be  permanently  disabled.    This  review  will  be  a  preclude  to  full 
implementation  of  the  periodic  review  provision  of  the  1980 
Disability  Amendments.    The  principal  indicators  used  to  compute  the 
year-to-year  change  in  workload  volume  in  this  activity  are  shown  in 
the  table  that  follows: 


1981  1982 
Revised  Revised 
Estimate  Request 


Increase  or 
Decrease 
Volume  Percent 


Processed  claims  for 
disability  insurance 
benefits  from  disabled 
workers  and  their 

dependents   2,108,000 

Appelate  actions  processed: 

Reconsiderations   317,500 

Hearings   186,000 

Appeals   53,960 

Continuing  eligibility 
reviews: 


2,162,000     +54,000  +2.6 


325,000       +8,100  +2.6 
204,700     +17,900  +9.6 
54,850  +890  +1.6 


Cases  reviewed   1,123,180 

Polders  handled   1,419,430 

2.    Disability  State  Agencies 


1,568,028 
2,223,878 


+444,848 
+804,448 


+39.6 
+56.7 


There  are  54  Disability  State  Agencies — one  in  each  State,  the 
District  of  Columbia,  Puerto  Rico,  Guam,  and  a  separate  agency  for 
the  blind  in  South  Carolina.    The  Disability  State  Agencies  make 
disability  determinations  on  claims  filed  by  disabled  workers, 
widows  and  children  and  ascertain  the  continuation  of  disability  of 
current  beneficiaries.    At  present  the  Disability  State  Agencies 
perform  these  services  under  contract  to  the  Secretary  of  Health  and 
Human  Services.    During  FY  1981,  the  contractual  arrangement  will  be 
revised  to  include  performance  standards  and  administrative 
requirements  and  function.    This  is  required  by  Section  304  of  the 
disability  amendments  of  1980  and  is  designed  to  assure  effective 
and  uniform  administration  throughout  the  United  States.    The  costs 
incurred  in  making  initial,  reconsideration  and  continuing 
disability  determinations  are  borne  by  the  Social  Security 
Administration.    The  number  of  disability  insurance  determinations 
to  be  processed  by  the  State  agencies  in  1982  follows: 
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1981 
Revised 
Estimate 


1982 
Revised 
Request 


\foluroe  Percent 


Increase  or 
Decrease 


Disability  determinations 
processed,  includinq  deter- 
minations for  concurrent 
claims  for  DI  and  Supple- 
mental Security  Income 
(SSI)  benefits  (433,700 
in  1981  and  436,160  in 

1982)   1,774,380    2,008,890    +234,510  +13.2 

Work  output  for  the  State  aqencies  will  increase  by  23.8  percent  in 
FY  1982  due  to  the  following  activities: 

— increased  consultative  examination  purchases  (consultative  exami- 
nations are  required  in  cases  in  whcih  the  claimant  is  unable  to 
provide  sufficient  medical  evidence  to  enable  the  disability 
examiner  to  make  a  determination  of  either  allowance  or  denial); 

— increased  review  of  cases  by  State  Agency  medical  consultants. 

— implementation  of  the  Social  Security  Disabilty  Amendments  of 
1980.    Those  provisions  which  affect  Disability  State  agencies  are 
listed  below: 

a.  Payment  for  medical  evidence  of  record  from  existing  medical 
sources.    The  State  agencies  need  this  information  to  make 
disability  determinations.    Payment  will  be  made  based  on 
current  State  fee  schedules. 

b.  Personalized  notices  which  contain  an  informal  and 
nontechnical  statement  of  the  disability  decision.  Claimants 
will  receive  these  notices  for  cases  in  which  the  State 
agency  determination  of  disability  is  partly  or  totally  un- 
favorable. 

c.  Preeffectuation  review,  which  calls  for  SSA  to  review  State 
agency  determinations  prior  to  payment  or  notice  to  the 
claimant.    During  FY  1982,  the  review  level  will  be  35  per- 
cent of  DI  allowances  and  continuances  and  7  percent  of 
denials  and  cessations. 

d.  h  periodic  review  of  beneficiaries  already  receivinq  disabi- 
lity insurance  to  assure  that  only  those  who  continue  to  meet 
the  statutory  requirements  for  disability  continue  to  receive 
benefits. 

Planned  Improvements 

1 .    SSA  Proper 


Federal  work-year  requirements  increase  by  more  than  1 ,900  work- 
years  in  1982  for  the  disability  insurance  program.    The  major  rea- 
sons are  increases  in  initial  and  hearings  level  disability  claims 
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and  implementation  of  the  1980  Disability  Amendments.  Improvements 
in  the  case  control  operations  of  the  Office  of  Hearings  and 
Appeals  and  expanded  word  processing  use  in  the  Office  of  Disability 
Operations  are  responsible  for  the  increase  not  being  hiqher. 

2.    Disability  State  Agencies 

State  agency  resource  requirements  for  1982  are  budgeted  to  increase 
by  approximately  $90  million.    The  reasons  for  this  increase  are 
identified  in  Section  D.    The  increase  was  held  to  this  level 
through  implementation  of  several  administrative  improvements  such 
as  DDS  reorganizations,  clerical  specialization,  increased  use  of 
work  processing  systems,  and  improvements  in  case  control  systems. 

D.    Money  Requirements 

1981  1982 

Revised  Revised  Increase  or 

Estimate  Request  Decrease 

SSA  Proper  $590,648,000    $    672,203,000  +$81,555,000 

State  Agencies   308,574,000        397,874,000  +89,300,000 

Total  Obligations  $899,222,000    $1,070,077,000  +$170,855,000 

SSA  Proper 

Total  administrative  costs  of  the  Social  Security  Administration  are  allocated 
to  each  activity  based  upon  standard  cost  allocation  princides,  and  consistent 
with  workloads  associated  with  the  administration  of  each  program.  Obligations 
for  the  disability  insurance  activity  are  primarily  for  Federal  salaries  and 
related  costs  associated  with  work-years.    The  year-to-year  increase  of 
$81,555,000  in  obligations  for  SSA  proper  is  the  net  result  of  this  activity's 
share  of  the    increases  and  decreases  explained  in  the  summary  of  changes 
exhibit  for  this  account. 

State  agency  requirements  for  fiscal  year  1982  are  expected  to  increase  by 
$89,300,000.    The  major  reasons  for  this  increase  are  summarized  below: 


Major  Increases:  Dollar  Impact 
Increase  in  the  purchase  rate  and  unit  cost 

examinations   +$33,313,400 

Increase  in  the  purchase  rate  and  unit  cost  of  medical 

evidence  of  record   +206,130 

Increased  work-years  and  average  salaries  for 

State  employees   +44,137,300 

Increased  cost  of  other  objects  of  expenditure   +5,804,000 

Increased  costs  for  the  State  Agencies  to  reimburse 
the  State  government  for  centralized  services  (i.e., 
payroll,  data  processing,  accounting,  budgeting,  and 

other  services )   +3,984,000 

Total,  Increase   +$89,300,000 
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Health  Insurance  Program 

Authorizing  Legislation:    Title  XVIII  and  Section  209(g)(1)  of  the  Social 
Security  Act 


1981  1982 
Revised  Estimate  Revised  Request 


Pos. 

Estimate 

Pos. 

Amount 

3,300 

$117,148,000 

3,300 

$130,895,000 

+2,623,000 

3,300 

$117,148,000 

3,300 

$133,518,000 

Justification  for  FY  1982  Revised  Request 


Funds  requested  for  the  Health  Insurance  (Medicare)  program  provide  the 
resources  for  the  Social  Security  Administration's  support  of  this  program, 
which  provides  health  insurance  protection  to  persons  age  65  or  over;  to  persons 
under  age  65  who  have  been  entitled  for  at  least  24  months  to  social  security  or 
railroad  retirement  benefits  because  they  are  disabled;  and  to  workers  insured 
under  social  security  and  their  dependents  who  have  chronic  renal  disease  and 
receive  hemodialysis  or  renal  transplant. 

The  establishment  of  the  Health  Care  Financing  Administration  (HCFA)  in 
March  1977,  removed  much  of  the  Social  Security  Administration's  responsibility 
for  administration  of  the  Medicare  program.    However,  under  policies  established 
by  HCFA,  SSA  still  has  operational  responsibility  for: 

1.  Enrolling  persons  in  the  Medicare  program: 

2.  maintaining  individual  beneficiary  records  of  eligibility  to  Medicare; 

3.  collecting  premium  payments;  and, 

4.  acting  as  liaison  between  hospitals,  doctors,  and  other  providers, 
contractors  (insurance  companies)  and  the  Medicare  beneficiaries.  In 
this  liaison  role,  the  SSA  district  offices  answer  inquiries  regarding 
Medicare  coverage,  verify  claim  numbers  and  assist  beneficiaries  in 
completing  claims  for  payment  and  filing  requests  for  reconsideration, 
hearing  or  appeal  of  Medicare  claims. 

In  addition,  the  health  insurance  activity,  along  with  the  old-age  and  survivors 
and  disability  insurance  activities,  includes  a  distributive  share  of  the 
following  functions  which  support  all  social  security  programs: 

— The  issuance  of  social  security  numbers; 

— the  maintenance  of  earnings  records  for  workers  covered  by  the  social 

security  programs; 
— the  overall  direction  of  the  Social  Security  Administration;  and, 
— administrative  services. 


Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981  Revised  Estimates 

The  FY  1982  request  for  this  activity  finances  workload  processing  (initial 
enrollment,  maintenance  of  the  rolls,  collection  of  premium  payments)  and  other 
functions  of  the  Medicare  program. 
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I.    Workloads  and  Planned  Improvements 

A.    Workload  Trends 

As  illustrated  below,  the  workloads  associated  with  enrolling  persons 
in  Medicare,  maintaining  records  of  eliqibility  and  collecting  premium 
payments  are  increasing. 


Enrolling  persons  into 
Medicare,  assisting 
beneficiaries,  responding 
to  inquiries  from  providers 
and  contractors,  etc.  for 
the  hospital  insurance 

program   2,950,000    3,000,000    +50,000  +1.7% 

Assisting  beneficiaries  and 
responding  to  inquiries 
from  providers  and 
contractors  for  the  medical 

insurance  program   4,350,000    4,440,000    +90,000  +2.1% 

B.    Planned  Improvements 

During  fiscal  years  1979  and  1980," Medicare  contractors  expanded  their 
telephone  systems  so  that  each  beneficiary  could  call  toll-free.  The 
contractor  thus  is  able  to  respond  directly  to  beneficiary  inquiries 
and  to  provide  assistance  on  Medicare  claims  issues.    As  a  result, 
SSA's  Medicare  inquiry  workload  declined  during  these  years  but  has 
now  leveled  off.    The  projected  workload  represents  those 
beneficiaries  who  prefer  a  personal  contact  to  using  the  telephone. 
The  slight  increase  in  1982  over  the  1981  workload  estimates  reflects 
the  anticipated  normal  growth  in  the  Medicare  beneficiary  population. 

II.    Work-Year  Requirements 

Work-year  requirements  for  the  Health  Insurance  Program  increase  by 
92  work-years  in  1982.    This  increase  is  due  to  more  people  being  covered 
by  tiie  Medicare  program  in  1982  than  in  1981  and  also  to  greater 
utilization  of  health  services. 

III.    Money  Requirements 


District  Office  Workloads 


1981 
Revised 
Estimate 


1982 
Revised 
Request 


Increases  or 
Decreases 
'folume  Percent 


1981 

Revised 
Estimate 


1982 
Revised 
Request 


Increase 

or 
Decrease 


Obligations 


$117,148,000 


$133,518,000 


+$16,370,000 
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Total  administrative  costs  of  the  Social  Security  A±ninistration  are 
allocated  to  each  activity  based  upon  standard  cost  allocation  principles, 
and  are  consistent  with  workloads  and  work-years  associated  with  the 
administration  of  each  program.    Obligations  for  the  health  insurance 
activity  are  primarily  for  salaries  and  related  costs  associated  with 
3,942  work-years  in  1981  and  4,034  work-years  in  1982,  as  discussed  above. 
The  year-to-year  increase  of  $16,370,000  (14.0  percent)  in  obligation  is 
due  to  the  effect  of  higher  payroll  costs  attributable  to  the  increase  of 
92  work-years  in  1982  compared  with  1981,  and  this  activity's  allocated 
share  of  other  agency  increases  and  decreases  as  explained  in  the  summary 
of  changes  exhibit  for  this  account. 
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Supplemental  Security  Income  Program 

Authorizing  Legislation:    Title  XVI  and  Section  201(g)(1)  of  the  Social  Security 
Act. 


1981 

1982 

Revised 

Estimate 

Revised  Request 

Pos. 

Amount 

Pos. 

Amount 

18,000 

$772,100,000 

17,300 

$832,336,000 

-42,027,000 

+500 

-58,604,000 

$730,073,000 

17,800 

$773,732,000 

Justification  for  FY  1982  Revised  Request 


Funds  requested  for  this  activity  provide  for  paying  the  administrative  expenses 
of  both  the  Federal  administration  of  the  Supplemental  Security  Income  (SSI) 
Program  for  the  aged,  blind  and  disabled  and  for  the  administrative  expenses  of 
any  State  which  has  entered  into  an  agreement  with  the  Secretary  of  Health  and 
Human  Services  (HHS)  for  Federal  administration  of  State  mandatory  or  mandatory 
and  optional  supplementation  payments.    The  Federal  government  is  currently 
administering  mandatory  supplements  for  26  States  and  the  District  of  Columbia 
and  optional  supplements  for  17  States. 

The  funds  for  this  activity  cover  the  folllowing  work: 

1.  The  initial  determination  of  eligibility  of  persons  age  65  and  over,  and 
blind  or  disabled  persons  regardless  of  age; 

2.  reevaluation  of  decisions  to  deny  or  terminate  payments  when  such 
reevaluation  is  requested  by  the  claimant; 

3.  updating  the  individual's  supplemental  security  record  to  assure  proper 
payments;  and 

4.  investigation  of  the  recipient's  continuing  entitlement  to  payments, 
including  periodic  redeterminations  of  eligibility  and  payment  amount. 

The  administrative  costs  budgeted  for  this  program  also  include  the  cost  of 
paying  State  agencies  for  determining  the  existence  and  continuance  of  a 
disability  and  the  cost  of  paying  State  Welfare  agencies  for  performing  certain 
income  level  computations. 

Since  the  administration  of  this  program  is  integrated  with  that  of  the  social 
security  insurance  programs,  the  administrative  costs  of  all  of  these  programs 
are  carried  in  the  Limitation  on  Administrative  Expenses,  which  is  financed  from 
the  trust  funds.    The  Social  Security  Act  authorizes  reimbursement  to  the  social 
security  trust  funds  for  the  administrative  costs  of  the  Supplemental  Security 
Income  Program.    Total  obligations  for  the  Limitation  on  Administrative  Expenses 
are  recorded  by  the  financial  accounting  system,  and  allocated  between  the 
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Supplemental  security  income  and  trust  fund  programs  through  cost  analysis,  with 
reimbursement  made  to  the  trust  funds  throughout  the  fiscal  year  based  on 
estimates  of  the  SSI  share  of  the  total  administrative  costs  of  the  Agency.  The 
SSI  program's  allocated  share  of  the  costs  of  program  direction,  central 
services  and  other  across-the-board  services  is  included  in  the  estimate.  Final 
accounting,  including  any  interest  due  the  trust  funds,  is  determined  based  on 
actual  data  after  the  year  is  over.    The  SSA  Cost  Analysis  System  provides 
regular  monthly  determinations  of  obligations,  which  are  used  to  formulate  the 
estimates  mentioned  above.    The  appropriation,  "Supplemental  Security  Income 
Program,"  includes  a  request  for  $773,732,000  to  reimburse  the  social  security 
trust  funds  in  1982  for  the  administrative  expenses  of  the  SSI  program. 

Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981  Revised  Estimate 

I.    Disability  Initiatives 

The  FY  1982  SSI  administrative  budget  request  includes  resources  for 
disability  initiatives  originating  in  the  Social  Security  Disability 
Amendments  of  1980  (P.L.  96-265).    The  initiatives  will  have  a  significant 
effect  on  SSI  disability  operations  and  budget  requirements.    They  provide 
for  strengthening  the  integrity  of  the  blind  and  disabled  portions  of  the 
SSI  program,  enhancing  due  process,  offering  incentives  for  the  disabled 
to  return  to  work,  and  improving  the  administration  of  the  program.  The 
following  items  in  P.L.  96-265  apply  specifically  to  the  SSI  program: 


FY  1981  FY  1982 

Federal  Federal  Federal  Federal 
WY's        $(000)  WY's  $(000) 

Payment  of  Claimant  Travel 
(Section  310,  effective  6/80) 


Provides  for  the  payment  of 
travel  expenses  to  SSI  claimants 
incident  to  medical  examinations 
and  reconsideration  interviews. 
Also  provides  for  SSI  claimants 
and  their  representatives  and 
witnesses  who  appear  at 
proceed ingd  before  an 

Administrative  Law  Judge.  20  $1,446         — 1/  — V 

Windfall  SSI  Benefits 
(Section  501,  effective  7/81) 

Provides  that  retroactive  OASDI 
benefits  be  reduced  by  the  amount 
of  SSI  that  would  not  have  been 
paid  had  the  OASDI  benefits  been 

paid  when  due.  50  1,100  100  $2,200 

Subtotal  70  $2,546  100  $2,200 


y   LAE  Appropriation  language  limits  these  payments  in  1982 — see  Language 
Analysis  at  the  beginning  of  this  account. 

A  summary  of  the  disability  initiatives  which  impact  on  the  SSI 
program  follows.    More  details  on  these  provisions  of  P.L.    96-265  are 
contained  in  the  DI  activity  narrative  of  this  account. 
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II.    Program  Facts  and  Figures 


1 .  Rgcipients 


The  following  table  shows  the  annual  trend  of  the  supplemental 
security  income  recipient  population  and  benefits  paid,  over  a  5-year 
period. 


Recipients  at  Bid -of -Year 
Blind  and 
Aged        Disabled  Total 


Benefit  Payments 


1978  Actual.. 

1979  Actual.. 

1980  Actual.. 

1981  Estimate 

1982  Estimate 


1,987,000 
1,945,000 
1,826,000 
1,816,000 
1,789,000 


2,213,000 
2,265,000 
2,317,000 
2,346,000 
2,386,000 


4,200,000 
4,210,000 
4,143,000 
4,162,000 
4,175,000 


$6,320,000,000 
6,540,000,000 
7,480,000,000 
8,329,000,000 
9,028,529,000 


Benefit  payments  include  all  Federal  payments  and  those  State 
supplemental  payments  which  are  administered  by  the  Federal 
Government.    The  recipients  columns  include  recipients  of  both  Federal 
and  federally  administered  State  supplementation  payments. 

2.    Social  Security  Administration  Workloads 


The  principal  indicators  of  the  workload  volumes  in  this  activity 
are: 


1981 
Revised 
Estimate 


1982 
Revised 
Request 


Increase  or  Decrease 


\folume 


Percent 


Claims  applications  from 

the  aged  processed   241,000 


243,000  +2,000 


+.8 


Claims  applications  from 
the  blind  or  disabled 
processed  


1,144,900    1,151,000  +6,200 


+  .5 


Appellate  actions 
processed: 

Reconsiderations   273,500  278,600  +5,100  +1.9 

Hearinqs   122,400  134,900  +12,500  +10.2 

Appeals   33,011  33,630  +619  +1.9 

Redeterminations   3,816,307  3,765,331  -50,976  -1.3 


3.    Disability  State  Agencies 

The  Disability  State  Agencies  make  disability  determinations  for  the 
SSI  Program  just  as  they  do  for  the  Disability  Insurance  Program.  The 
costs  incurred  by  the  Disability  State  Agencies  in  making  SSI  initial, 
reconsideration,  and  continuing  disability  determinations  are  borne  by 
the  Social  Security  Administration.    The  Disability  State  Aoencies 
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provide  these  services  under  contract  with  the  Seretary  of  the 
Health  and  Human  Services.    During  FY  1981,  this  contractual 
arrangement  will  be  revised  to  include  performance  standards  and 
administrative  requirements  and  procedures  to  be  followed  in 
performing  the  disability  determination  function.    This  is  designed  to 
assure  effective  and  uniform  administration  throughout  the  United 
States. 

The  number  of  SSI  determinations  to 
in  FY  1982  is  as  follows: 

1981 
Revised 
Estimate 


SSI  disability 
determinations  processed 
(including  determinations 
for  concurrent  claims  for 
disability  insurance  and  SSI 
benefits  (115,300  in  1981 
and  115,940  in  1982)   825,710       843,370       +17,660  +2.1 


be  processed  by  the  State  agencies 
1982 

Revised  Increase  or  Decrease 
Request      \folume  Percent 


Work  output  for  the  State  aqencies  is  expected  to  increase  in  FY  1982 
due  to  the  following  activities: 

— Increased  consultative  examination  purchases  (consultative 
examinations  are  required  in  cases  in  which  the  claimant  is  unable 
to  provide  sufficient  medical  evidence  to  enable  the  disability 
examiner  to  make  a  determination  of  either  allowance  or  denial). 

— Increased  reviews  of  cases  by  State  Agency  medical  consultants. 

— Implementation  of  the  Social  Security  Disability  Amendments  of  1980 
(P.L.  9-265). 
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B.    Planned  Improvements  \ 

Redeterminations  are  conducted  to  verify  the  eligibility  and  benefit 
amount  of  SSI  recipients.    Historically,  this  process  has  been  the  \ 
most  cost-effective  method  of  improving  SSI  payment  accuracy.    The  FY 
1981  budget  reflected  a  significant  restructing  of  the  redetermination 
process  aimed  at  bringing  about  even  greater  improvement  in  payment  J 
accuracy.    The  major  changes  included  a  refined  set  of  error  profiles, 
conversion  of  low  risk  cases  from  annual  to  triennial  processing ,  and 
a  redirection  of  corrective  action  to  other  error  prone  points  in  the 
eligibility  determination  process.    Procedures  that  require 
verification  of  assets  through  development  of  information  from 
financial  institutions  also  were  instituted.    SSA  is  continuing  with 
these  efforts  in  FY  1982  in  order  to  reduce  further  payment  errors  and 
enhance  the  integrity  of  the  SSI  program. 

In  addition,  several  systems  and  procedural  changes  are  planned  for 
implementation  in  FY  1982  that  will  decrease  the  amount  of  resources 
required  for  some  activities  thereby  freeing  resources  to  be  targeted 
to  the  more  error-prone  areas.    Examples  of  planned  changes  are: 

— Automation  of  the  Death/Survivor  Payment  Procedure.    Currently,  the 
supplemental  security  payment  system  cannot  compute  benefits 
correctly  when  a  person  on  the  SSI  role  dies  arid  a  surviving 
eligible  person  remains  on  the  rolls.    Consequently,  field  offices 
must  manually  compute  the  benefit  amount  due  the  survivor.    The  new 
automated  procedure  will  allow  the  system  to  do  this  computation. 

— Automation  of  the  procedure  to  provide  certain  needed  information  to 
State  welfare  agencies.    Currently,  district  office  employees 
manually  transcribe  data  from  SSA  records  onto  a  special  form  which 
is  forwarded  to  the  State  welfare  agency.    The  automated  procedure 
will  completely  eliminate  the  manual  transcribing  operation.  The 
SSA  data  transmission  system  will  produce  the  requested  data  in  a 
format  that  can  be  sent  directly  to  the  State  welfare  agencies 
without  further  action  on  the  part  of  district  office  personnel. 

III.    Work-Year  Requirements 

WOrk-year  requirements  decrease  by  655  work-years  in  FY  1982.  This 
decrease  results  from  a  decrease  in  the  redetermination  and  overpayment 
workloads  and  systems  and  proced ureal  changes,  examples  of  which  are 
discussed  above. 
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IV.    Money  Requirements 


1982 
Revised 
Request 


Increase 

or 
Decrease 


SSA-Proper   $578,844,000     $591,947,000  +$13,103,000 


Payments  to  Disability 

State  Agneices   150,029,000       180,785,000  +30,756,000 

Payments  to  State  Welfare 

Agencies   1,200,000          1,000,000  -200,000 

Total  Obligations   $730,073,000     $773,732,000  +$43,659,000 


1982  Revised  Request  Over  the  1981  Revised 
Estimate  for  SSI  Administrative  Costs 


Total  administrative  costs  of  the  Social  Security  Administration  are 
allocated  to  each  activity  based  upon  standard  cost  accounting  principles 
and,  consistent  with  workloads  and  work-years,  associated  with  the 
administration  of  each  program.    Obligations  for  the  Supplemental  Security 
Income  activity  are  primarily  for  salaries  and  related  costs  associated 
with  20,178  and  19,523  work-years  of  work  in  1981  and  1982  respectively, 
as  discussed  above.    The  1982  net  change  of  $13,103,000  in  obligations  for 
SSA  proper  reflects  increased  salary  and  related  costs  and  this 
activity' sshare  of  the  agency's  cost  increases  and  decreases  as  exolained 
in  the  Summary  of  Chanqes  exhibit  for  this  account. 


Sumamry  of  Changes  1982  Over  1981  for  the 
SSI  Costs  of  the  Disability  State  Agencies 

The  Disability  State  Agency  requirements  for  FY  1982  are  expected  to 
increase  by  $30,756,000.    The  major  reasons  for  this  increase  are 
summarized  below: 


Major  Increases  Dollar  Impact 

Increase  in  purchase  rate  and  unit  cost  of 

consultative  medical  examinations   $5,587,600 

Increase  in  purchase  rate  and  unit  cost  of 

medical  evidence  of  record   364,700 

Increased  work-years  and  average  salaries 

for  State  employees   19,586,700 

Increased  costs  of  other  objects  of  expenditure..  2,829,000 

Increased  costs  for  the  State  agencies  to 
reimburse  the  government  centralized  for  service 
(i.e.,  payroll,  processing,  accounting, 

budqeting,  etc)   2,388,000 

Total  Increase   $30,756,000 


78-993   O— 80  35 
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State  Welfare  Agency  Contract  Posts 


Costs  of  contracts  with  State  welfare  agencies  decrease  in  1982  compared 
with  1981  as  shown  in  the  table  below: 


Contracts  for: 

Minimum  Income  Level  Maintenance....    $1,200,000     $1,000,000  -$200,000 

The  minimum  income  level  (MIL)  is  the  basis  for  computing  the  amount  of 
the  mandatory  State  supplementary  payment,  and  is  a  specific  dollar  amount 
established  for  each  eligibile  individual  or  couple  converted  from  State 
assistance  to  SSI  rolls  in  1974.    MIL  maintenance  involves  the  processing 
of  changes  on  the  MIL.    Processing  the  workload  requires  detailed 
knowledge  of  the  Slate's  plan  in  effect  for  June  1973.    Because  State 
welfare  agencies  to  perform  this  function.    Under  the  law,  SSA  pays  the 
costs  of  administering  State  supplementation  payments  for  States  which 
have  chosen  Federal  administration;  therefore,  SSA  reimburses  States  for 
this  activity.    Since  the  MIL  is  applicable  only  to  converted  recipients, 
the  number  on  the  rolls  is  declining  due  to  death  and  cessation  of 
disability,  the  administrative  costs  incurred  by  the  States  for  this 
purpose  will  decline  in  1982. 


1981 
Revised 
Estimate 


1982 
Revised 
Request 


Increase 

or 
Decrease 
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Annual  Importing  of  Earnings 

Authorizing  Legislation:    Section  201(g)(1)  of  the  Social  Security  Act  and 
Section  8(f)  of  P.L.  94-202 


1981  1982 
Revised  Estimate              Revised  Request 
Pas.   Amount  Pos.  Amount 


1,500 

$62,022,000 

1,000 

$55,433,000 

+210,000 

1 ,500 

$62,022,000 

1,000 

$55,643,000 

Justification  for  FY  1982  Revised  Request 


The  Social  Security  Administration  is  responsible  for  maintaining  lifetime 
earnings  records  for  persons  who  pay  into  the  social  security  system.  These 
records  are  used  to: 

— properly  credit  the  social  security  trust  funds  with  FICA  contributions  based 
on  reported  earnings; 

— record  quarters  of  coverage  under  social  security,  which  are  used  to  establish 
entitlement  for  benefits;  and 

— determine  the  amount  of  benefits  payable  under  the  Retirement,  Survivors,  and 
Disability  Insurance  programs. 

The  recording  of  earnings  data  has  been  performed  on  a  quarterly  basis  since 
1938  (semi-annual  reports  were  filed  and  recorded  for  the  year  1937). 

P.L.  94-202,  enacted  January  2,  1976,  instituted  a  single  annual  wage  reporting 
system,  effective  for  calendar  year  1978,  for  most  employers.    State  and  local 
governments  shift  to  annual  wage  reporting  effective  with  calendar  year  1981. 
This  law  gives  the  Secretaries  of  Treasury  and  Health  and  Human  Services 
authority  to  use  Forms  W-2,  "Statement  of  Earnings,"  and  related  documents 
provided  annually  by  employers  to  employees  and  to  the  Internal  Revenue  Service 
(IRS),  as  an  annual  report  of  wages  both  for  social  security  and  income  tax 
purposes.    Consistent  with  this  shift  to  combined  annual  reporting,  the  Social 
Security  Amendments  of  1977,  enacted  December  20,  1977,  changed  the 
quarter-of -coverage  provision  of  the  law  so  that  beginning  with  calendar  year 
1978  employees  and  self-employed  individuals  earn  one  quarter  of  coverage  (up  to 
a  total  of  four)  for  each  $250  of  covered  earnings  paid  in  a  year.    The  law 
previously  provided  one  quarter  of  coverage  for  each  quarter  in  which  an 
individual  was  paid  at  least  $50.    The  amount  of  covered  earnings  for  which  a 
quarter  of  coverage  will  be  granted  will  automatically  increase  each  year  to 
take  into  account  increase  in  average  wages.    For  calendar  year  1979  the  amount 
increased  to  $260;  for  1980  it  was  $280;  and  for  1981  the  amount  has  increased 
to  $310.    The  first  annual  reports  of  wages  (those  paid  out  for  calendar  year 
1978)  were  received  by  SSA  in  January  1979. 
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The  annual  reporting  workload,  a  highly  seasonal  workload,  is  processed  within 
9  months,  and  SSA  uses  a  large  number  of  temporary  and  seasonal  employees.  In 
1982,  the  number  of  full-time  permanent  (FTP)  employees  for  this  activity 
decreases  from  1,500  to  1,000.    This  is  consistent  with  the  work-year  reduction 
(-445  work-years)  and  our  continuing  efforts  to  convert  whenever  possible  from 
the  use  of  FTP's  to  temporary  and  seasonal  employment  for  this  seasonal 


Under  annual  reporting,  earnings  data  are  reported  for  all  workers,  regardless 
of  coverage  under  social  security.    The  resources  requested  will  allow  SSA  to 
review  and  examine  earnings  reports,  post  data  to  SSA  records,  and  provide  to 
IRS  the  information  it  needs  to  administer  the  income  tax  program.  Ultimately, 
funding  for  this  activity  must  be  shared  by  the  trust  funds  and  general 


Explanation  of  FY  1982  Revised  Request  Gompared  to  FY  1981  Revised  Estimate 

Toe  budget  for  1982  provides  the  resources  needed  to  operate  a  national  system 
for  annual  reporting  of  earnings  which  serves  the  needs  of  both  SSA  and  IRS. 
Toe  resources  requested  will  allow  SSA  to  process  all  of  the  tax  year  1981 
reports  by  the  end  of  fiscal  year  1982. 

SSA  resource  requirements,  and  associated  workloads,  are  discussed  below: 
I.  Workloads 

Trie  workloads  for  1981  and  1982  are  summarized  in  the  table  below.  These 
workloads  include  both  annual  and  quarterly  earninqs  items.    Although  SSA 
will  receive  and  process  tax  year  1980  State  and  local  quarterly  items  for 
about  three-fourths  of  fiscal  year  1981.    In  FY  1982,  the  quarterly 
workload  will  be  for  adjustments  and  for  posting  of  delinquent  earninqs 


workload . 


revenues. 


items. 


Earnings  Items  Processed 


1981  1982 


Revised  Revised 
Estimate  Request 


Annual  Earnings  Items  Posted 


Paper 


158,200,000 


166,900,000 


Magnetic  Tape 


52,000,000 


55,500,000 


Quarterly  Earnings  Items  Posted 


Paper 


27,300,000 


4,100,000 


Magnetic  Tape 


9,600,000 


-0- 


547 


Under  annual  reporting,  SSA  receives  Forms  W-2,  "Statement  of  Earninas," 
and  related  documents  (Forms  W-3,  W-2P,  etc.)  provided  annually  by 
employers  to  employees  and  to  the  IRS.    SSA  encourages  large  employers  to 
submit  earnings  information  on  magnetic  tape  in  lieu  of  paper  documents. 
Employers  benefit  from  magnetic  tape  reporting  because  it  allows  them  to 
report  earnings  data  without  generating  a  paper  Form  W-2  for  the 
Government.    The  Federal  Government  benefits  because  magnetic  tape 
eliminates  manual  keying  and  other  clerical  operations.    SSA  received 
about  52  million  annual  earnings  items  on  tape  in  1980  and  expects  this 
number  to  increase  over  the  next  2  years — to  about  56  million  in  1982. 
Our  experience  in  1980  has  given  us  cause  to  be  more  conservative  in  our 
estimates  for  this  part  of  the  workload.    In  spite  of  a  major  effort  by 
SSA  to  increase  this  portion  of  the  workload,  the  large  increases  budgeted 
last  year  did  not  materialize.    Nevertheless,  SSA  will  continue  to 
emphasize  maqnetic  tape  reporting,  but  with  more  moderate  expectations, 
based  on  our  1980  experience. 

SSA  converts  the  paper  records  it  receives  to  magnetic  tape  by  using 
computerized  optical  scanning  equipment,  where  possible,  or  key-to-tape 
data  entry.    Earnings  information  from  these  documents  is  processed  for 
use  by  SSA  and  IPS.    Briefly,  the  basic  system  for  handling  paper  records 
from  employers  involves: 

— Opening  mail,  certifying  receipt  where  necessary,  extracting  forms  and 
related  material  such  as  correspondence  and  tax  remittances. 

— Examining  to  determine  if  forms  are  adequate,  accceptable  for  optical 
scanning. 

— Microfilming  for  future  IRS  and  SSA  reference. 

— Establishing  processing  controls  to  ensure  thorough  and  accurate 
processing. 

— Processing  appropriate  documents  via  optical  scanners. 

—Converting  remaining  documents  and  data  rejected  by  optical  scanners  via 
manual  data  entry. 

— Balancing  processed  data  to  assure  accuracy. 

— Updating  the  earnings  master  record  on  magnetic  tape. 

Upon  completion  of  this  process,  a  magnetic  tape  is  furnished  to  IRS  for 
use  in  administering  the  income  tax  program;  and  the  earnings  information 
is  available  for  SSA  program  administration. 

Wbrk-Year  Requirements 

The  following  table  summarizes  the  work-years  required  for  annual 
reporting  of  earnings  in  1981  and  1982,  and  the  distribution  of  these 
work-years  between  SSA  and  IRS  work.    The  basis  for  the  SSA/IRS  work 
distribution  is  discussed  below  in  a  separate  section  on  money 
requirements. 
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 Work-Years  

TWI  T552  Increase 

Revised  Revised  or 

Estimate  Request  Decrease 

Annual  Reporting 

SSA  Work                                         1,085  1,091  +6 

IRS  Work                                       1,500  1,449  -51 

Subtotal                                     2,585  2,540  -45 

Quarterly  Reporting 

SSA  Work                                           794  394  -400 

Summary  of  Wbrk-Years 

SSA  Work                                        1,879  1,485  -394 

IRS  Work                                        1,500  1,449  -51 

Total  Work-Years                        3,379  2,934  -445 

SSA's  budget  request  provides  2,934  work-years  for  the  annual  reporting 
activity  in  1982 — 455  work-years  less  than  the  1981  level.    This  is 
primarily  the  result  of  the  reduced  work  brought  about  by  the  shift  to 
annual  reporting  for  the  State  and  local  employers. 

Money  Requirements 

The  table  below  summarizes  the  obligations  associated  with  annual 
reporting  of  earnings  in  1981  and  1982,  and  the  distribution  of  these 
obligations  between  SSA  and  IRS  work. 

 Obligations  

1981  1982  Increase 

Revised  Revised  or 

Estimate  Request  Decrease 

Annual  Reporting 

SSA  Work                                       $19,113,000  $20,240,000  +$1,127,000 

IRS  Work                                        26,980,000  27,413,000  +443,000 

Subtotal                                    $46,093,000  $47,653,000  +$1,560,000 

Quarterly  Reporting 

SSA  Work                                       $15,929,000  $7,990,000  -$7,939,000 

Summary  of  Obligations 

SSA  Work                                       $35,042,000  $28,230,000  -$6,812,000 

IRS  Work                                        26,980,000  27,413,000  +433,000 

Total  Obligation                      $62,022,000  $55,643,000  -$6,379,000 
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Tbtal  administrative  aosts  of  SSA  are  allocated  to  each  activity  based 
upon  standard  cost  allocation  principles,  and  consistent  with  the 
workloads  and  work-years  associated  with  the  administration  of  each 
program.    SSA  obligations  in  the  Annual  Reporting  of  Earnings  activity  are 
primarily  for  salaries  and  related  costs  associated  with  3,379  work-years 
in  1981  and  2,934  work-years  in  1982,  as  discussed  above.  The 
year-to-year  change  is  a  net  decrease  of  $6,379,000.    This  change  is  the 
net  effect  of  lower  payroll  costs  attributable  to  the  decrease  of 
455  work-years  and  this  activity's  allocated  share  of  other  agency 
increases  and  decreases  explained  in  the  summary  of  changes  exhibit  for 
this  account. 

As  indicated  earlier,  funding  for  this  activity  must  be  shared  by  the 
trust  funds  and  general  revenues.    However,  all  annual  reporting 
activities  are  funded  through  Limitation  on  Administrative  Expenses  as 
authorized  by  Section  201(g)(1)  of  the  Social  Security  Act  and  Section 
8(f)  of  P.L.  94-202.    The  trust  funds  are  reimbursed  by  offsetting  amounts 
which  Treasury  normally  draws  directly  from  the  trust  funds  to  finance  its 
trust  fund  related  activities  (e.g.,  collecting  FICA  taxes  and  disbursing 
social  security  benefit  checks). 

A  cost-sharing  methodology,  designed  to  divide  the  administrative  costs  of 
annual  reporting  between  the  trust  funds  and  the  general  fund,  was 
approved  by  the  Board  of  Trustees  of  the  Federal  Old-Age  and  Survivors 
Insurance,  Disability  Insurance,  and  Hospital  Insurance  Trust  Funds  on 
May  15,  1978.    This  methodology,  which  is  based  on  cost-sharing 
principles,  is  consistent  with  SSA's  approved  system  for  allocating 
administrative  costs  among  its  programs.    Costs  include  the  direct  costs 
of  the  process  and  appropriate  shares  of  related  indirect  costs.    The  cost 
of  work  done  solely  for  the  benefit  of  trust  fund  programs,  such  as 
maintaining  records  of  covered  earninqs  under  social  security  and  records 
of  FICA  tax  collections,  is  charqed  to  the  trust  funds.    The  cost  of  work 
performed  for  both  purposes  is  split  equally  between  the  trust  funds  and 
the  general  fund. 
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Pension  Reform 


Authorizing  Legislation:    Sections  201  (g)  (1),  and  1131  (b)  (1)  and  1131  (b) 
(2)  of  the  Social  Security  Act. 


1981  Increase 
Current                 1982  or 
Estimate  Estimate  Decrease 


Pension  Reform  Budget 
Authority  

Permanent  Positions.. 

Work-Years  


$1,741,000  $1,748,000  +$7,000 

80  80   

88  87  -1 


Purpose  and  Method  of  Operations 

Because  of  concern  about  workers  and  their  beneficiaries  who  depend  on  benefits 
from  employee  pension  and  welfare  plans,  the  Congress  enacted  the  Employee 
Retirement  Income  Security  Act  of  1974  (Pension  Reform  Act),  P.L.  93-406.  This 
law  requires  disclosure  of  plan  provisions  and  financial  information  and 
establishes  standards  of  conduct  for  trustees  and  administrators  of  pension  and 
welfare  plans.    It  establishes  funding,  participation  and  vesting  requirements 
for  pension  plans  and  makes  termination  insurance  available  for  most  pension 
plans.    The  Pension  Reform  Act  assigned  responsibilities  to  a  number  of  govern- 
ment agencies: 


1 .  Department  of  Labor — responsible  for  regulations  necessary  to  effect 
the  basic  provisions  of  the  Act. 

2.  Internal  Revenue  Service — responsible  for  the  employer  reporting  process 
required  by  law. 

3.  Social  Security  Administration — responsible  for  maintaining  records, 
primarily  annotating  earnings  histories  of  employees  with  vested 
pension  rights,  and  notifying  the  employee  or  his  survivors  regarding 
vested  pension  rights. 

Section  1131  of  the  Social  Security  Act,  established  by  P.L.  93-406,  requires 
that  the  Social  Security  Administration  establish  an  automated  system  by  which 
individuals  who  terminate  employment  under  private  pension  funds  can  receive 
information  on  their  vested  rights.    The  law  requires  that  SSA  supply  such 
information  upon  request  or  automatically  upon  application  for  retirement, 
survivors  or  disability  insurance  benefits.    Information  on  vested  rights  is 
provided  to  SSA  by  IRS  in  the  form  of  reports  (Schedules  SSA)  which  IRS 
receives  from  pension  fund  administrators. 


The  problems  mentioned  last  year  have  been  resolved,  and  SSA  is  now  ready  to 
proceed  to  meet  its  full  responsibilities  under  pension  reform.    To  date,  about 
74,000  individuals  already  have  been  notified  regarding  their  vested  pension 
rights.    This  number  should  increase  dramatically  in  1981  now  that  multi- 
employer pension  plans  are  furnishing  reports  to  IRS. 
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Rationale  for  the  Budget  Request 

The  Social  Security  Administration's  budget  request  for  1982  provides  for 
maintenance  of  the  automated  system,  which  will  enable  SSA  to  continue  to 
provide  information  to  individuals  who  have  terminated  employment  under  a 
pension  fund.    The  following  table  summarizes  workloads,  work-years  and  obliga- 
tions associated  with  the  pension  reform  activity  in  1981  and  1982: 

Increase 
1981  1982  or 

Workloads  Estimate         Estimate  Decrease 


Supplying  Vested  Pension 

Information   300,000  300,000 

Processing  Pension  Fund 

Administrator  Changes   11,000  11,000 


Work-Years 


Supplying  Vested  Pension 
Information  and  Pro- 
cessing Pension  Fund 

Admiistrator  Changes   88  87  -1 

Obligations 

Supplying  Vested  Pension 
Information  and  Pro- 
cessing Pension  Fund 

Administrator  Changes  $1,741,000       $1  ,748,000  +$7,000 

Ongoing  pension  reform  workload  estimates  are  based  on  the  number  of  public  and 
private  retirement  plans,  and  the  estimated  number  of  individuals  who  are 
covered  by  or  terminate  employment  under  these  plans  annually.    The  ongoing 
annual  workload  includes  about  11,000  fund  administrator  changes  and  300,000 
individuals  who  separate  from  specific  pension  funds. 

SSA's  budget  request  provides  87  work-years  for  the  pension  reform  activity  in 
1982 — a  decrease  of  only  1  work-year  over  the  1981  level.    The  work-year 
requirements  are  based  on  limited  1980  experience  when  SSA  invested  6  work- 
years.    Projections  for  1981  and  1982  are  consistent  with  this  experience. 

Total  administrative  costs  of  the  Social  Security  Administration  are  allocated 
to  each  activity  based  upon  standard  cost  allocation  principles,  and  consistent 
with  the  workloads  and  work-years  associated  with  the  administration  of  each 
program.    Obligations  for  the  Pension  Reform  activity  are  primarily  for 
salaries  and  related  costs  associated  with  88  work-years  in  1981  and  87  work- 
years  in  1982  as  discussed  above.    The  year-to-year  change  is  a  net  increase  of 
$7,000.    The  change  is  the  net  effect  of  lower  payroll  costs  attributable  to  the 
decrease  of  1  work-year  offset  by  this  activity's  allocated  share  of  other 
agency  increases  and  decreases  explained  in  the  summary  of  changes  exhibit  for 
this  account. 


The  cost  of  supplying  vested  pension  rights  information  and  processing  pension 
fund  administrator  changes  is  included  in  the  Limitation  on  Administrative 
Expenses.    The  Federal  Old-Age  and  Survivors  Insurance  Trust  Fund  advances  the 
administrative  expenses  as  needed  and  is  subsequently  reimbursed  for  these  costs 
via  the  Payments  to  the  Social  Security  Trust  Funds  appropriation.  This 

reimbursement  includes  interest  lost  by  the  trust  funds  is  necessary  because 
administrative  costs  related  to  the  pension  reform  activity  are  ultimately 
chargeable  by  law  to  Federal  funds. 
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Construction  Program 
Authorizing  Legislation:    Section  201(g)(1)  of  the  Social  Security  Act. 


1981                              "  Increase 
Current                  1982  or 
Estimate  Estimate  Decrease 


  $13 

,500 

,000 

$24 

,591 

,000 

+$11 

,091, 

,000 

,600 

,000 

28, 

,216, 

,000 

-8 

,384 

,000 

,090 

,000 

29, 

,832 

,000 

-2 

,258 

,000 

Purpose  and  Method  of  Operation 


This  activity  provides  for  the  construction  needs  of  the  social  security 
program.    In  actions  on  prior  appropriations,  the  Congress  has  determined  that 
the  construction  needs  of  the  Social  Security  Administration  (SSA)  shall  be 
funded  through  a  separate  social  security  trust  fund  construction  account, 
rather  than  through  payment  of  standard  level  user  charges  to  the  Federal 
Buildings  Fund  of  the  General  Services  Administration  (GSA).    SSA  leases  most 
of  its  district  offices  and  some  headquarters  and  urogram  service  center 
facilities.    The  decision  on  whether  to  build  or  lease  is  based  on  considera- 
tions of  economy,  efficiency  and  service  to  the  public.    The  rental  and  main- 
tenance costs  are  budgeted  in  the  other  activities  of  the  Limitation  on  Admini- 
strative Expenses.    The  construction  program  provides  funds  for  our chase  con- 
tract payments  and  building  projects  at  SSA  headquarters,  district  offices  and 
program  service  centers. 

Rationale  for  the  Budget  Request 

I.    Headquarters  Construction 

1981  1982  Increase  or 

Estimate  Estimate  Decrease 


Budget  Authority   $2,500,000  -0-  -$2,500,000 

Obligations   4,088,000       $1,800,000  -2,288,000 

Outlays   2,043,000         1,888,000  -155,000 

SSA's  major  current  headquarters  expansion  needs  are  being  met  through  the 
construction  of  two  new  facilities,  the  Metro  West  Building  and  the  new 
Computer  Center.    The  Metro  West  Building,  located  in  Baltimore  City,  was 
completed  and  occupied  as  of  the  end  of  June  1980.    Initial  occupancy  of 
the  new  Computer  Center,  located  in  Wbodlawn,  Maryland,  began  in  May  1980, 
but  was  limted  to  approximately  230  SSA  and  Contractor  personnel  who 
occupied  the  fifth  floor.    The  phased  moving  of  computers  into  the  remain- 
ing floors  was  initially  delayed  until  January  1981  due  to  difficulties 
GSA  Federal  Supply  Service  has  had  with  competitive  procurement  of  a 
"bridge"  computer  system  and  ancillary  disk  and  tape  hardware.  (Bridge 
equipment  is  an  essential  first  step  in  the  phased  move  process  of  main- 
taining 24  hour  uninterrupted  service  for  our  nationwide  program. )  Current 
plans  call  for  completing  the  orderly  relocation  of  all  computer  and 
ancillary  equipment  by  December  1983. 
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The  actual  construction  costs  for  the  two  new  headquarters  buildinqs  are 
financed  through  purchase  contract  payments,  as  discussed  in  section  II 
below.    The  obligations  for  headquarters  construction  shown  in  the  table 
above  cover  the  following  areas: 

— GSA  administrative  costs  associated  with  management  of  the  computer 
center  project.    These  project  management  costs  will  end  when  con- 
struction of  the  computer  center,  including  final  modifications  related 
to  installation  of  equipment,  is  completed. 

— The  purchase  of  land  in  Colonial  Park  Estates,  adjacent  to  the  social 
security  complex  in  Wbodlawn.    The  government  has  made  a  commitment  to 
purchase  and  pay  relocation  costs  (under  title  II  of  Public  Law  91-646, 
the  Uniform  Relocation  Assistance  Act)  on  any  land  which  the  owner  wishes 
to  sell.    This  commitment  was  necessary  to  deal  fairly  with  property 
owners  impacted  by  SSA's  operations  or  expansion.    In  total,  $3,095,000 
has  been  appropriated  previously  for  this  purpose,  of  which  $1,027,515 
was  still  available  for  obligation  as  of  the  end  of  FY  1980. 

— Necessary  renovation  of  existing  headquarters  buildings,  for  which  funds 
previously  have  been  appropriated  (i.e.,  replacement  of  the  roofs  of  the 
headquarters  Annex  and  Operations  Buildings,  and  renovation  of  the  second 
floor  of  the  Operations  Building  to  convert  the  ADP  special  use  space 
being  vacated  by  movement  of  components  to  the  Computer  Center  into 
office  or  general  use  space.    These  latter  renovations  will  be  completed 
as  the  space  becomes  vacant,  based  on  the  phased  schedule  of  movement  of 
components  to  the  Computer  Center.) 

II.    Purchase  Contract  Payments 

1981  1982  Increase  or 

Estimate  Estimate  Decrease 


Budget  Authority   $11,000,000       $24,591,000  +$13,591,000 

Obligations   16,443,000         24,591,000  +8,148,000 

Outlays   16,443,000         24,591,000  +8,148,000 

SSA  has  several  buildings  constructed  under  the  purchase  contract  method  of 
financing  authorized  by  the  Public  Buildings  Amendments  of  1972.  Under 
this  procedure,  a  private  contractor  builds  a  facility  for  government  use. 
Annual  payments,  including  State  and  local  taxes,  are  made  for  a  period  of 
up  to  30  years,  after  which  the  government  assumes  ownership  of  the  build- 
ing.   Although  new  purchase  contract  authority  expired  on  June  30,  1975, 
projects  begun  prior  to  that  date  may  be  continued.    SSA's  projects 
include : 

— Program  service  centers  in  Chicago,  Illinois;  Philadelphia,  Pennsvlvania ; 
and  Richmond,  California.    These  projects  were  completed  in  1975  and 
1976. 

— Computer  Center  Building  at  SSA  Headquarters,  Woodlawn,  Maryland  now 
under  construction. 

— Metro  West  Building  in  downtown  Baltimore,  Maryland  completed  in  June 
1980. 

Because  the  General  Services  Administration  is  the  only  agency  which  can 
enter  into  purchase  contract  agreements,  it  is  responsible  for  making  the 
actual  payments.    Each  year  SSA  budgets  for  payments  to  GSA  for  principal, 
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interest  and  taxes  for  each  building  and  a  small  amount  to  cover  GSA's 
costs  for  administering  the  contract.    SSA's  budget  requests  are  based  on 
GSA's  current  estimates  of  the  amounts  which  will  be  payable,  with  tine 
understanding  that  after  actual  costs  are  determined  any  necessary  adjust- 
ment will  be  made. 

Currently,  full  payments  are  being  made  on  the  three  program  service 
centers.    Under  the  terms  of  the  purchase  contract  for  the  two  head- 
quarters buildings,  the  first  annual  payment  of  principal  and  interest  will 
be  due  in  December  1981.    Accordingly,  while  only  GSA  administrative  costs 
and  State  and  local  tax  payments  are  being  made  on  these  buildings  at 
present,  FY  1982  budget  request  includes  the  principal  and  interest  pay- 
ments as  well. 

SSA  is  requesting  a  total  of  $24,590,651  in  new  budget  authority  to  make 
regular  purchase  contract  payments  in  FY  1982.    The  amount  requested  will 
be  distributed  as  follows: 

FY  1982 


Headquarters   $  1 1 , 579 , 000 

Program  Service  Centers...  13,012,000 
Total  Budget  Authority..  $24,591,000 


III.  Field  Offices 

1981                 1982  Increase  or 

Estimate          Estimate  Decrease 

Budget  Authority                             -0-                 -0-  -0- 

Obligations                               $16,069,000  $1,825,000  -$14,244,000 

Outlays                                       13,604,000         3,353,000  -10,251,000 


Since  1965,  SSA,  in  agreement  with  GSA  and  the  Department  of  Health  and 
Human  Services,  has  constructed  76  district  offices  in  areas  where  they 
would  provide  the  most  economical,  efficient  and  satisfactory  service.  In 
1974  when  SSA  began  administering  the  Supplemental  Security  Income  (SSI) 
program,  construction  activity  was  susp [ended  in  favor  of  a  less  time-con- 
suming rental  process  in  order  to  meet  immediate  needs  for  space  to  carry 
out  this  program.    In  addition,  many  previously-built  offices  became  over- 
crowded due  to  the  unanticipated  increased  workloads  related  to  the  SSI 
program.    With  the  stabilization  of  SSI  workloads,  SSA  has  reinstated  use 
of  the  field  office  construction  program  as  an  alternate  means  of  provid- 
ing space.    Two  programs  are  underway  for  SSA  field  offices:  expansion 
of  trust  fund  offices  previously  built,  and  construction  of  new  offices. 

SSA  is  not  requesting  new  budget  authority  for  this  activity  because  there 
are  sufficient  funds  available  from  prior  years'  appropriations  to  carry  on 
the  field  office  construction  programs  in  1981  and  1982.    A  total  of 
$17,894,306  in  field  office  construction  funds  remained  unobligated  at  the 
end  of  FY  1980. 

Expansion  of  Previously-Built  Offices 

A  total  of  46  previously-built  trust  fund  district  offices  which  are 
severely  overcrowded  have  been  proposed  for  expansion.    Twenty-four  of 
these  expansion  projects  have  been  completed,  two  more  will  be  completed  in 
FY  1981  and  seven  more  in  FY  1982.    We  expect  to  begin  the  expansion  of 
six  more  offices  in  FY  1981. 
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New  District  Office  Construction 

SSA,  HHS  and  GSA  have  developed  standardized  designs  for  district  office  space 
for  use  in  developing  proposals  for  construction  of  new  offices.    The  standard 
designs,  which  eliminate  the  need  for  unique  plans  for  each  office,  also  should 
eliminate  the  time  previously  required  to  write  specifications,  contract  for  an 
architectural/engineering  firm,  and  design  an  individual  office. 

Our  goal  is  to  reduce  the  total  time  frame  from  proposal  to  occupancy  to  about 
2  years  (compared  with  the  3  to  5-year  time  frame  previously  experienced).  To 
date,  we  have  not  been  able  to  meet  this  time  frame  because  GSA  has  not  begun 
site  acquisition  on  any  of  the  11  new  construction  projects  currently  planned 
for  use  of  the  standardized  designs.    SSA  is  working  with  GSA  to  resolve  this 
problem,  and  the  budget  assumes  that  GSA  will  complete  acquisition  of  sites  in 
the  following  locations  in  FY's  1981  and  1982: 

East  Los  Angeles,  California 
Kokomo,  Indiana 
Morristown,  New  Jersey 
New  Brunswick,  New  Jersey 
Monti cello,  New  York 
Newburgh,  New  York 
Enid,  Oklahoma 
Brenham,  Texas 
Dallas,  Texas 
Houston,  Texas 
Vernon,  Texas 
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Contingency 


Authorizing  Legislation:    Section  201(g) (1)  of  the  Social  Security  Act  

1981  1982 
Revised  Revised 

 Estimate  Request  

Pos.  Amount  Pos.  Amount 

Current  Estimate         $50,000,000 

Proposed  Change     +$67,677,000    +170,000,000 

Revised  Request     $67,677,000    $220,000,000 


Justification  for  FY  1982  Revised  Request 

For  approximately  the  last  20  years,  Congress  has  approved  a  contingency 
reserve  for  the  Social  Security  Administration's  basic  administrative  budget 
account,  the  Limitation  on  Administrative  Expenses.    The  reserve  enables  SSA 
to  make  a  rapid  response  to  increased  workloads,  or  mandatory  increases  in 
State  agency  operational  costs,  not  anticipated  in  the  budget  estimates. 
The  contingency  reserve  is  not  available  unless  apportioned  by  the  Office  of 
Management  and  Budget  after  a  demonstration  of  workload  increases  and  a 
showing  by  SSA  of  maximum  absorption  of  the  unanticipated  costs.  If 
workloads  do  not  increase  and  State  agency  costs  do  not  rise,  the  contingency 
may  not  be  used.    Therefore,  the  contingency  is  shewn  under  "budget  authority", 
but  not  obligations,  or  outlays. 

Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981  Revised  Estimate 
There  are  two  parts  to  this  request: 

-Normal  contingency  reserve  level  (1981 
appropriation  level)  -to  meet  current- law 
workloads,  or  State  agency  costs,  which 
are  unanticipated  and  in  excess  of  the 
budget  estimates  

-Contingency  funds  requested  in  anticipation 
of  new  social  security  and  SSI  legislation 
recommended  by  the  President  in  his 
Fiscal  Year  1982  Budget  Revisions  and 
needed  to  implement  this  legislation 
in  a  timely  manner.    These  funds  will 
not  be  used  unless  the  legislation  is 
enacted   170 

The  President's  legislative  proposals  and  the  net  benefit  savings  projected  for 
each  proposal  are  shown  in  the  table  below: 


$  Millions 
$50 
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Net  Benefit  Savings 
($  in  millions) 

FY  1981         FY  1982 

-Amended  title  II  of  the  Social  Security  Act 
to  eliminate  the  minimum  benefit  effective 
August  1981  for  current  as  well  as  future 
beneficiaries.    People  on  the  rolls  would 
have  their  benefits  recalculated  based  on 
their  actual  earnings  as  computed  under 
the  benefit  formula  or  table  applicable  to 
them.    People  eligible  in  the  future 
would  have  their  benefits  based  on  the 
benefit  formula  (90  percent  factor  applied 
to  actual  average  indexed  monthly  earnings) . 
As  under  current  law,  the  benefit  would 
be  adjusted  for  increases  in  the  cost  of 

living  -   $  50  $1,000 

Eliminate  student  benefits  to  those  over 
age  18  effective  August  1981  unless  a 
secondary  school  student,  or  already 
receiving  student  benefits.    Withhold  cost- 
of-living  increases  to  students  effective 
June  1982  and  reduce  benefits  25  percent 

each  year   35  1,030 

Require  currently  insured  status  in  addition 
to  the  fully  insured  requirement  for 

disability  benefits   5  120 

Establish  a  disability  megacap  offset. 
Provide  that  a  person's  social  security 
disability  insurance  benefit  will  be 
reduced  so  that  the  sum  of  certain 
disability  benefits  payable  under  Federal, 
State  and  local  programs  generally  will 
not  exceed  80  percent  of  a  worker's 

pre-disability  income   —  6 


-  Eliminate  the  lump-sum  death  benefit 

except  for  entitled  survivors   —  150 

-  In  the  SSI  program,  convert  from  the 
current  prospective  system  of  recording 
changes  in  earnings,  living  arrangements 
and  related  eligibility  factors  to  a 

retrospective  accounting  system   —  60 

In  order  to  obtain  the  benefit  savings  estimated,  SSA  most  be  prepared  to 
implement  the  legislative  proposals  immediately  upon  enactment.    The  best 
way  to  insure  timely  implementation  is  to  have  administrative  resources 
available  in  the  form  of  a  contingency  reserve,  to  be  drawn  down  if  Congress 
approves  the  President's  recommendations.    On  the  assumption  that  the 
legislation  will  be  enacted  during  FY  1981,  a  supplemental  budget  request,  in 
the  form  of  a  FY  1981  contingency  reserve  increase,  has  been  requested.  It 
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provides  $67,677,000  for  this  purpose.  In  addition,  the  work  which  will  carry 
over  into  FY  1982  will  require  an  additional  $170,000,000. 

Since  most  of  the  work  associated  with  the  proposed  legislation,  previously 
described,  is  one-time  work  (to  be  begun  in  FY  1981  upon  enactment  of  the 
legislation  and  completed  before  the  end  of  FY  1982) ,  SSA  is  proposing  the 
use  of  "term"  employment  and  additional  overtime  to  accomplish  the  work. 
The  increased  work-year  and  position  needs  for  FY  1981  and  1982  associated 
with  the  $67.7  minion  contingency  for  FY  1981  and  the  $170  million  contingency 
for  1982  to  implement  new  legislation  are  shown  in  the  table  below: 

Increased  Requirements 

1981 
Revised 
Estimate 


Additional  Work-Years 

Full-time  permanent  positions                                  —  — 

All  other  positions                                                 —  — 

Term  positions   +2,195  +7,518 

Overtime   +1,095  +431 


Total   +3,290  +7,949 

Additional  Positions 

Full-time  permanent: 

Authorized   —  — 

Filled  end-of-year   —  — 

All  other  positions   —  — 

Term  positions   3,295  4,700 
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Limitation  on  Administrative  Expenses 


Estimates  for  Consultant  Services 


Obligations 


FY  1981 
Revised 
Estimate 


FY  1981 
Revised 
Budget 


$7,480,000 


$7,029,000 


Description  of  the  Need  for  Consultant  Services 

The  bulk  of  SSA's  proposed  consultant  services  budget  is  associated  with  ADP 
systems  expertise.    Consultant  services  also  are  planned  in  areas  such  as 
systems  security  and  assessing  the  quality  of  SSA's  service  to  the  public.  SSA 
is  continuing  to  consolidate  and  to  update  the  computer  facilities  at  its 
central  headquarters.    Among  the  objectives  of  the  consolidation  are  improved 
quality  of  service  to  the  public,  increased  efficiency  and  tighter  systems 
security.    It  was  determined  that  these  objectives  would  be  best  achieved 
through  the  use  of  consultants  because  many  phases  of  the  consolidation  require 
a  short-term  need  for  large  number  of  experts  with  a  variety  of  technical 
skills,  not  all  of  which  are  available  in  SSA.    In  addition,  the  Social  Security 
Administration  is  using  the  services  of  a  consultant  for  independent  evaluation 
of  the  Agency's  overall  consolidation  plan  to  assure  that  it  does  not  create  a 
disruption  in  payments  to  beneficiaries  and  recipients. 


78-993   O— 80  36 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
SOCIAL  SECURITY  ADMINISTRATION 
Limitation  on  the  Survey  of  Income  and  Program  Participation 
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SOCIAL  SECURITY  ADMINISTRATION 
Limitation  cn  the  Survey  of  Income  and  Program  Participation 

For  necessary  expenses ,  not  more  than  $8,000 ,000  to  be  available  until 
expended  as  authorized  by  Sections  201(g)(1)  and  702  of  the  Social  Security  Act, 
from  any  one  or  all  of  the  trust  funds  referred  to  therein,  and  as  authorized 
herein,  from  payments  by  way  of  advancements  or  reimbursements  to  the  Social 
Security  Trust  Funds  for  the  Survey  of  Income  and  Program  Participation. 
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Language  Analysis 


Language  Provision 

Explanation 

...to  be  available  until  expended... 

The  initial  panel  will  interview  the 
same  sample  of  individuals  at  regular 
intervals  over  a  period  of  2  years. 
This  language  will  provide  authority 
so  that  any  funds  not  expended  during 
the  first  year  of  the  panel  could  be 
used  for  costs  during  the  following 
year. 

...as  authorized  by  Sections  201(g)(1) 
and  702  of  the  Social  Security  Act, 
from  any  one  or  all  of  the  trust  funds 
referred  to  therein,  and  as  authorized 
herein  from  payments  by  way  of  advance- 
ments or  reimbursements  to  the  Social 
Security  Trust  Funds  for  the  Survey 
of  Income  and  Program  Participation. 

This  language  provides  for  a  cost 
sharing  arrangement  between  the  trust 
and  general  funds  to  support  the 
Survey  of  Income  and  'Program  Partic- 
ipation.   The  trust  funds  will  be 
reimbursed  from  the  general  fun^  of 
the  Treasury  for  those  project  costs 
properly  chargeable  to  general  funds 
through  the  Payments  to  Trust  Funds 
account. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

SOCIAL  SECURITY  ADMINISTRATION 

Limitation  on  the  Survey  of  Income  and  Program  Participation 

Amounts  Available  for  Obligation 

1981  1982 

1980       Revised  Revised 

Actual     Estimate  Request 

Appropriation   —  —  $8,000,000 
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Obligations  by  Object 


1981  1981  1982  1982 

Current      Revised      Current  Revised 

Estimate     Estimate     Request  Request 

26  26 


26  26 


Total  number  of  permanent  positions. 

Full-time  equivalent  of  all  other 
positions  

Total  compensable  work-years  


Personal  Compensation: 

Permanent  positions       $790,000  $790,000 

Positions  other  than  permanent....  —  —  —   

Other  personnel  compensation       —   


Subtotal,  personnel  compensation.      $790,000  $790,000 

Personnel  benefits       79,000  79,000 

Travel  and  transportation  of 

persons       23,000  23,000 

Transportation  of  things       2,000  2,000 

Rent,  communications  and  utilities..      5,000  5,000 

Printing  and  reproduction       5,000  5,000 

Other  services  (Projects  Contracts).      7,082,000  7,082,000 

Supplies  and  materials       11,000  11,000 

Equipm_.-!t       3,000  3,000 

Total  obligations       $8,000,000  $8,000,000 

(Total  budget  authority)      ($15,000,000) ($8,000,000) 

(Consultant  services)       ($50,000)  ($50,000) 
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Authorizing  Legislation 


1981 
Amount 
Authorized 


1981 
Revised 
Estimate 


1982 
Amount 
Authorized 


1982 
Revised 
Request 


Limitation  on  the  Survey 
of  Income  and  Program 
Participation: 

Sections  201(g)(1)  and 
702  of  the  Social 

Security  Act       Indefinite  $8,000,000 
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Limitation  on  Survey  of  Income  and  Program  Participation 


Budget  Estimate  House 
to  Congress  Allowance 

$16,000,000 

$8,000,000 


Senate 

Allowance  Appropriation 
$11,000,000 
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Limitation  on  the  Survey  of  Income  and  Program  Participation 
Authorizing  Legislation:    Sections  201(g)(1)  and  702  of  the  Social  Security  Act. 


1981 
Revised 
Estimate 


Limitation  on  the  Survey  of 
Income  and  Program  Participation 
Budget  Authority  , 

Permanent  Positions  

Work-Years  , 


1982 
Revised 
Request 


$8,000,000 
26 
26 


Increase 

or 
Decrease 


+$8,000,000 
+26 
+26 


Purpose  and  Method  of  Operation 

The  funds  requested  for  this  activity  are  for  the  1982  costs  of  the  first 
"panel"  of  the  Survey  of  Income  and  Program  Participation  (SIPP).    A  "panel" 
consists  of  repeated  surveys  of  the  same  sample  of  households  several  times  over 
a  2-year  period.    SIPP  is  a  national,  household  survey  to  be  administered  by 
SSA's  Office  of  Research  and  Statistics  for  the  purpose  of  gatherinq  data  on 
income,  net  worth,  work  history,  eligibility  and  participation  in  the  Depart- 
ment's income  security  programs.    The  survey  will  provide  an  ongoing  research 
and  data  gathering  mechanism  to  support  income  policy  analysis,  to  assess 
alternative  policy  decisions  and  to  assist  in  estimating  the  future  coverage 
and  costs  of  income  security  programs. 

The  results  of  the  survey  will  be  used  for  policy  analyses  of  the  Department  of 
Health  and  Human  Services'  trust  and  general  fund  income  security  programs  and 
similar  general  fund  programs  of  the  Departments  of  Labor,  Education  and 
Agriculture,  and  Bureau  of  the  Census,  and  other  Federal  agencies. 

The  trust  funds  initially  will  fund  the  entire  cost  of  the  survey.    Each  year 
the  trust  funds  will  be  reimbursed  for  the  general  funds'  appropriate  share  of 
the  costs,  plus  interest.    Current  cost  allocation  projections  assume  a  50-50 
sharing  of  costs  between  the  trust  and  general  funds.    The  Survey  of  Income  and 
Program  Participation  activity  of  the  Payments  to  the  Trust  Funds  account 
provides  for  this  reimbursement.    SSA's  Cost  Analysis  System  will  monitor 
actual  spending,  and  the  cost  sharing  arrangement  will  be  adjusted  as 
appropriate. 


Rational  for  the  Budget  Request 

The  1982  request  of  $8,000,000  in  budget  authority  will  remain  available  until 
expended.    The  panel  will  involve  a  national  sample  of  about  20,000  households 
which  will  be  interviewed  three  times  in  1982,  and  a  total  of  five  times  over 
the  2  years.    SSA  estimates  that  $8,000,000  will  be  obligated  in  1982. 
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I.    Types  of  Information  to  be  Oollected 

The  first  panel  will  concentrate  on  several  high  priority  areas  for  which 
data  are  essential  for  policy  analysis  and  recommendations. 

Cash  and  In-Kind  Income 

Data  will  be  collected  on  earned  income,  disposable  income,  income  earned 
by  the  head  of  the  household,  income  earned  by  both  the  husband  and  wife 
and  the  income  of  the  children.    In  addition,  data  will  be  collected  on 
in-kind  income  received  by  members  of  the  household  such  as  food  stamps, 
Medicare  and  Medicaid,  and  subsidized  housing. 

Participation  in  Assistance  Programs 

Data  will  be  oollected  on  the  household's  participation  in  cash  and 
in-kind  assistance  programs  as  well  as  the  household's  eligibility  for 
such  assistance. 

Assets 


Asset  data  needed  to  produce  estimates  for  program  eligibility  will  be 
oollected.    Net  worth  of  individuals  and  households  will  be  measured.  In 
addition,  a  section  on  pensions  will  be  included  in  the  measurement  of 
asset  holdings  of  survey  respondents. 

work  Experience 

Information  will  be  obtained  on  the  type  of  work  performed  by  the  members 
of  the  households,  job  turnover,  and  unemployment. 

In  addition,  the  study  will  collect  data  on  sharing  of  living  expenses 
among  household  members  and  the  impact  of  any  changes  in  the  household 
unit  itself  or  chanqes  in  its  location,  should  the  unit  move. 

Aged 

The  sample  of  20,000  households  will  represent  the  population 
nationally, including  over-representation  of  the  aged  to  permit  special 
analyses  of  this  subgroup  and  comparisons  with  younger  cohorts. 

II.    Money  Requirements 

Most  of  the  estimated  obligations  of  $8,000,000  for  1982  will  be  for 
agreements  with  other  Federal  agencies  (e.g.,  interviewing  costs  of  the 
Bureau  of  the  Census)  and  for  contracts  and  grants  with  private  companies 
and  academic  institutions  (e.g.,  computer  support,  sample  design, 
analysis).    The  remainder  (approximately  $900,000)  will  cover  the  SSA 
staff  salaries  and  related  costs. 

III.    Consequences  of  not  Funding  or  Delaying 

The  Current  Population  Survey  (CPS),  the  Decennial  Census,  Federal  program 
administrative  records,  and  special  ad  hoc  surveys  have  been  used  in  the 
absence  of  data  of  the  types  that  will  be  collected  by  SIPP.    More  than  a 
decade  of  efforts  to  improve  the  available  information  by  modifying  the 
present  major  source,  the  CPS,  have  fallen  short.     The  primary  purpose  of 
the  CPS  is  to  measure  monthly  changes  in  employment  and  unemployment.  The 
changes  that  would  be  required  to  collect  more  complete  and  detailed 
income  data  conflict  with  the  continued  success  of  the  CPS  in  carrying 
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out  its  major  function.    The  income  data  reported  in  the  CPS  are  very  limited  in 
detail,  are  known  to  classify  income  from  program  assistance  poorly,  to 
under-estimate  true  aggregates,  and  cannot  be  directly  related  to  asset  holdings 
and  other  eligibility  criteria  as  well  as  a  large  number  of  other  socioeconomic 
characteristics . 

The  Decennial  Census  is  even  less  adequate  than  the  CPS  because  it  relies  on 
self-administered  mail-back  froms  which  are  poorly  designed  to  elicit  income 
data  with  sufficient  detail.    Statistics  generated  from  Federal  program 
administrative  records  contain  no  information  on  program  eligibles  or  multiple 
benefit  recipiency.    There  is  little  or  no  standardization  across  these  record 
systems  in  the  concepts  of  income  employed  or  in  other  critical  data  elements. 
Besides  substantially  improving  the  information  available  on  these 
characteristics,  the  SIPP  will  meet  some  of  the  data  needs  for  other  agencies 
and  departments.    It  also  offers  a  less  costly  alternative  to  developing  and 
conducting  other  one-time  or  occasional  surveys  to  provide  the  data  required  for 
major  policy  decisions. 

There  are  many  questions  for  which  the  first  SIPP  panel  will  begin  to  provide 
answers.    Four  concerning  social  welfare  expenditure  programs  are: 

— What  is  the  impact  of  current  programs  on  individuals  and  families,  and 
especially  the  joint  receipt  of  benefits  from  various  government  income 
security  programs  (e.g.,  SSI,  Food  Stamps,  etc.)?    Is  the  combined  level  of 
assistance  appropriate? 

— What  are  the  gaps  between  eligibility  for  and  participation  in  current 

programs,  especially  as  it  regards  individual  and  family  characteristics  and 
needs?    Is  assistance  allocated  equitably? 

— What  will  be  the  impact  (winners  and  losers)  of  program  changes  or  shifts  in 
eligibility  rules  and  benefit  schedules?    Can  we  make  more  efficient  use  of 
resources? 

— What  are  the  circumstances  and  dynamics  of  shifting  between  benefit  status, 
employment,  and  changes  in  household  composition?    Is  it  likely  that  changes 
in  employment  or  income  security  programs  could  moderate  some  of  these 
shifts? 

Without  the  Survey  of  Income  and  Program  Participation  (SIPP)  the  Congress  as 
well  as  the  Executive  Branch  will  not  have  accurate  new  data  upon  which  to  base 
major  policy  decisions  during  this  period  of  comprehensive  Federal  review  and 
reevaluation  of  income  transfer  programs.    Less  informed  and  potentially  more 
costly  decisions  with  national  impact  will  result  from  a  lack  of  availability  of 
this  data. 
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Limitation  on  the  Survey  of  Income  and  Program  Participation 


Estimates  for  Consultant  Services 


Program  Activity 


Obligations 


FY  1981 
Ftevised 
Estimate 


FY  1982 
Ftevised 
Request 


Survey  of  Income  and  Program 
Participation 


$50,000 


Description  of  the  Need  for  Consultant  Services 

Experts  will  provide  technical  advice  on  analytical  and  substantive  issues 
related  to  the  planning  and  implementation  of  the  Survey  of  Income  and  Program 
Participation.    This  advice  will  include  recommendations  for  planning  and 
conducting  longitudinal  surveys,  specific  methodological  issues  on  sample 
attrition  and  bias,  procedures  for  tracking  movers,  weighting  sampling, 
estimation  issues,  and  creation  of  longitudinal  data  files.    In  addition, 
experts  will  provide  technical  advice  and  consultation  on  data  needs,  to  insure 
that  the  survey  is  of  the  maximum  usefulness  to  Federal  data  users  and  will 
prepare  preliminary  analyses  and  interpretations  of  the  data. 


Tuesday,  April  28,  1981. 


REFUGEE  ASSISTANCE  PROGRAMS 
WITNESSES 

WILFORD  J.  FORBUSH,  ACTING  DEPUTY  UNDER  SECRETARY  FOR  SPE- 
CIAL PROJECTS  AND  DIRECTOR,  CUBAN-HAITIAN  TASK  FORCE;  PHIL- 
LIP HAWKES,  ACTING  DIRECTOR,  OFFICE  OF  REFUGEE  RESETTLE- 
MENT 

ACCOMPANIED  BY: 

JOHN  CANNON,  ASSISTANT  DIRECTOR  FOR  OPERATIONS,  CUBAN-HAI- 
TIAN TASK  FORCE; 

LARRY  B.  SILVER,  M.D.,  ASSOCIATE  DIRECTOR,  NATIONAL  INSTITUTE 
OF  MENTAL  HEALTH,  PUBLIC  HEALTH  SERVICE; 

JAMES  H.  LOCKHART,  CHIEF,  REFUGEE  CHILDREN  ASSISTANCE  PRO- 
GRAM, DEPARTMENT  OF  EDUCATION; 

ANTHONY  L.  ITTEILAG,  ACTING  DEPUTY  ASSISTANT  SECRETARY, 
BUDGET; 

FRANK  MOSS,  BUREAU  FOR  REFUGEE  PROGRAMS,  DEPARTMENT  OF 
STATE;  AND 

DR.  ROBERT  KNOUSS,  DIRECTOR,  OFFICE  OF  REFUGEE  HEALTH  AF- 
FAIRS, PUBLIC  HEALTH  SERVICE 

Mr.  Natcher.  The  committee  will  be  in  order. 

At  this  time,  we  take  up  the  refugee  assistance  requests.  We 
have  before  the  committee  Mr.  Wilford  Forbush,  the  Deputy  Under 
Secretary  for  Special  Projects. 

Mr.  Secretary,  who  do  you  have  with  you  today? 

Mr.  Forbush.  On  my  right,  I  have  Phil  Hawkes,  the  acting 
director  of  the  Office  of  Refugee  Resettlement. 

I  have  Dr.  Larry  Silver,  who  is  in  charge  of  mental  health 
programs  for  the  Cuban  and  Haitian  activities. 

Jim  Lockhart,  who  administers  the  education  programs  for  refu- 
gees. 

Mr.  Natcher.  Thank  you  very  much. 

Mr.  Forbush,  we  have  had  an  opportunity  to  examine  your  testi- 
mony. You  have  a  good  statement.  Your  statement  will  be  placed 
in  the  record  in  its  entirety. 

[The  statement  of  Wilford  J.  Forbush  follows:] 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

OFFICE  OF  REFUGEE  RESETTLEMENT 
AND 

THE  CUBAN-HAITIAN  TASK  FORCE 


Witnesses 

Wilford  J.  Forbush 
Acting  Deputy  Under  Secretary  for  Special  Projects 

and 

Director,  Cuban-Haitian  Task  Force 


Phillip  Hawkes 
Acting  Director,  Office  of  Refugee  Resettlement 


Accompanied  by 

John  Cannon 
Assistant  Director  for  Operations 
Cuban-Haitian  Task  Force 

Larry  B.  Silver,  M.D. 
Associate  Director 
National  Institute  of  Mental  Health 
Public  Health  Service 

James  H.  Lockhart 
Chief,  Refugee  Children  Assistance  Program 
Department  of  Education 

Anthony  L.  Itteilag 
Acting  Deputy  Assistant  Secretary,  Budget 


April  28,  1980 


575 


DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

Statement  by  the  Acting  Deputy  Under  Secretary  for 
Special  Projects 


Mr.  Chairman,  members  of  the  subcommittee,   I  am 
pleased  to  have  the  opportunity  today  to  discuss  the 
refugee  resettlement  programs  of  the  Department  of 
Health  and  Human  Services. 

Last  year  the  Congress  enacted  the  Refugee  Act 
of  1980  which  for  the  first  time  established  a 
permanent  U.S.  policy  towards  refugees  and  a  program 
of  resettlement  assistance.     The  law  established  the 
Office  of  Refugee  Resettlement  (ORR)  within  the 
Department  of  Health  and  Human  Services  and 
authorized  it  to  encourage  and  enable  refugees  to 
become  economically  self-sufficient  as  soon  as 
possible.     The  Department  manages  these  programs  in 
consultation  with  the  United  States  Coordinator  for 
Refugee  Affairs. 

The  Refugee  Assistance  program  is  designed  to 
assimilate  refugees  into  American  society  as  quickly 
and  effectively  as  possible  while  minimizing  the 
burden  to  States  and  localities.     The  program 
provides  direct  cash  and  medical  assistance  to  needy 
refugees  as  well  as  English  language  training, 
vocational  training  and  other  social  services. 
Eligibility  for  this  special  Federal  assistance  is 
based  on  States'  assessment  of  refugees'  needs  and 
the  likelihood  that  they  will  benefit  from  social 
services.     All  of  these  activities  help  to  ease 
refugees'  adjustment  to  American  society  and  to  allow 
them  to  become  independent  and  self-sufficient. 

In  addition  to  our  programs  for  refugees,  the 
Department  provides  similar  services  to  the  Cuban  and 
Haitian  "entrants"  who  arrived  on  our  shores  in 
substantial  numbers  last  June.     We  are  now  phasing 
down  our  emergency  activities  for  these  individuals 
and  integrating  continuing  activities  for  entrants 
into  our  regular  program. 

The  overall  resettlement  program  has  greater 
international  implications  than  do  most  other  domestic 
programs.     In  fact,  domestic  resettlement  is  most 
clearly  understood  as  the  consequence  of  this  nation's 
foreign  policy  decisions  as  to  the  number  of  refugees 
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admitted  each  year.     These  decisions  have  a  direct  impact 
on  local  communities  and  on  the  Federal  budget  for  this 
program.     In  FY  1982,  we  estimate  that  over  160,000 
refugees  will  be  admitted  to  the  United  States. 


REFUGEE  ASSISTANCE  PROGRAMS 

There  are  five  parts  to  our  refugee  assistance 
programs  for  FY  1981:  State  Administered  Programs, 
Voluntary  Agency  Programs,  Education  Assistance  for 
Children,  Federal  Administration  and  Preventive  Health. 

a .     State  Administered  Programs 

These  programs  include  cash  and  medical 
assistance,   social  services,  State  administrative 
costs  for  the  regular  refugee  program,   and  the 
Cuban  Program  Phasedown. 

The  Cuban  Program  Phasedown  is  the  last  piece 
of  a  domestic  assistance  program  for  Cuban  refugees 
who  entered  the  U.S.  prior  to  October  1,   1978.  The 
Refugee  Act  of  1980  authorizes  this  program  to  be 
phased  out  over  several  years.     We  are  proposing 
to  eliminate  this  program  in  FY  1982,   two  years 
earlier  than  previously  scheduled,  because  virtually 
all  of  the  early  Cuban  refugees  have  achieved  self- 
sufficiency  and  no  longer  are  in  need  of  Federal 
assistance . 

The  rest  of  the  State  administered  programs 
provide  funds  to  State  agencies  to  pay  costs  for 
cash  assistance,  medical  assistance,  English 
language  training,   vocational  training,  employment 
counseling,  and  a  variety  of  other  social  services 
provided  to  eligible  refugees. 

In  FY  1982,  we  are  requesting  $540  million  for 
this  program.     The  amount  of  funds  needed  for  these 
activities  is  dependent  upon  the  number  of  refugees 
admitted  to  the  U.S.  and  the  percentage  who  will 
require  public  assistance.     Current  program  ex- 
perience suggests  that  the  newer  refugee  groups  lack 
job  skills  appropriate  to  the  American  economy  and 
are  less  fluent  in  English  than  the  refugees  who 
arrived  in  1975-78,  and  thus  need  cash  and  medical 
assistance  and  social  services  from  the  States  in 
which  they  reside. 
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b.  Voluntary  Agency  Program 

This  activity  provides  matchinq  funds  on  a 
dollar-f or-dollar  basis,  up  to  a  specified 
maximum,   to  voluntary  agencies  who  resettle  Soviet 
and  other  refugees  not  covered  by  other  Federal 
refugee  programs.     The  principal  objective  is  to 
enable  the  refugees  to  become  self-supporting  and 
independent  members  of  American  society.     Most  of 
these  funds  are  provided  for  the  resettlement  of 
Soviet  refugees.     A  wide  range  of  activities  is 
covered  including  training,   recertif ication  in  the 
United  States  for  professionals  trained  abroad, 
social  services,  maintenance  assistance,  and  health 
care.     In  FY  1982,  we  are  requesting  $9  million 
for  this  program  to  support  the  resettlement  of 
up  to  9,000  refugees. 

c .  Education  Assistance  for  Children 

This  program  provides  funds  to  heavily  impacted 
local  educational  agencies  to  assist  annual  refugee 
children  arrivals.     These  funds  are  transferred  to 
the  Department  of  Education  which  administers  the 
program.     Our  FY  1982  budget  request  proposes  $21 
million  for  this  program,  which  we  expect  would 
finance  special  education  services  to  about  70,000 
children. 

d .  Federal  Administration 

The  Refugee  Act  of  1980  established  ORR  to 
oversee  domestic  refugee  assistance  programs.  The 
Act  requires  increased  program  monitoring  and 
evaluation,   fiscal  accountability  and  reporting 
of  refugee  programs  funds,  and  data  collection  by 
ORR.     As  part  of  the  Administration's  overall 
effort  to  reduce  Federal  employment,   the  revised 
FY  1982  budget  includes  a  reduction  of  three 
full-time  permanent  positions  from  the  revised 
FY  1981  level. 

e .  Preventive  Health 

We  fund  two  types  of  preventive  health 
care  for  refugees.     First,  we  screen  refugees 
before  they  enter  the  U.S.   for  dangerous  diseases. 
ORR  transfers  funds  and  positions  to  the  Center 
for  Disease  Control  to  conduct  the  screenings 
overseas  and  at  domestic  ports  of  entry.  Second, 
we  provide  direct  health  care  through  the  Health 
Services  Administration   (HSA)  to  refugees  once 
they  have  been  relocated  in  the  U.S.     HSA  conducts 
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for  special  health  conditions  of  refugees,  such  as 
dental  disease,  intestinal  parasites  or  tuberculosis. 
We  are  requesting  $7  million  in  FY  1982  to  continue 
to  fund  these  activities. 

CUBAN  AND  HAITIAN  ENTRANT  PROGRAM 

There  are  two  major  parts  to  this  program:  domestic 
assistance,  and  reception  and  processing. 

a .  Cuban  and  Haitian  Domestic  Assistance 

Our  program  for  domestic  assistance  to  Cuban 
and  Haitian  Entrants  is  authorized  by  Title  V  of 
the  Refugee  Education  Assistance  Act  of  1980. 
Like  our  refugee  assistance  program,   this  program 
reimburses  States  for  their  cash  and  medical 
assistance,  social  services  and  related  adminis- 
trative costs,  and  it  finances  specialized  care  for 
unaccompanied  minors. 

During  fiscal  year  1981  we  expect  about  half 
of  the  150,000  Cuban  and  Haitian  entrants  to 
receive  cash  and  medical  assistance.     For  fiscal 
year  1982,  however,  we  expect  that  as  the  entrants 
have  greater  opportunities  to  get  job  training  and 
obtain  employment,  the  dependency  rate  will 
decline  to  25  percent.     For  up  to  three  years 
after  the  entrant  arrives  in  the  U.S.  the  Federal 
Government  is  authorized  to  pay  the  full  cost  of 
this  assistance.     We  are  requesting  $38  million 
for  cash  and  medical  assistance  for  entrants  and 
related  administrative  costs  in  FY  1982. 

This  program  also  provides  grants  to  States 
to  provide  social  services  —  especially  English 
language  training  and  job  skills  —  and  the  costs 
of  caring  for  unaccompanied  minors.     As  a  condition 
for  receiving  benefits,  a  State  must  agree  to 
exercise  parental  responsibility  for  the  unaccom- 
panied minors  who  have  been  resettled  within  its 
jurisdiction.     We  in  turn  will  pay  for  the  child 
welfare  costs  of  the  unaccompanied  minor  until  age 
18.     Our  budget  request  for  social  services  is  $15 
million  in  FY  1982.     For  unaccompanied  minors 
activities  we  are  requesting  $20  million. 

b.  Cuban  and  Haitian  Reception  and  Processing 

Currently  we  are  attempting  to  close  out  the 
activities  launched  last  summer  to  meet  the  influx 
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of  150,000  Cubans  and  Haitians.     There  are  about 
3,000  Cubans  still  in  the  Fort  Chaffee  resettle- 
ment camp.     We  are  working  with  Voluntary  Agencies, 
Hispanic  self-help  groups,  and  State  and  local 
governments  to  find  appropriate  sponsors  for  these 
people  as  quickly  as  possible.     For  entrants  with 
extraordinary  adjustment  problems,  we  are  funding 
group  homes  to  assist  them  through  the  transition 
to  independent  living.     Entrants  with  severe 
mental  health  problems  will  remain  a  Federal 
responsibility  until  they  can  function  indepen- 
dently in  society.     We  are  attempting  to  make 
arrangements  with  non-Federal  mental  health  care 
groups  to  provide  an  appropriate  therapeutic 
program  for  these  entrants  with  the  full  costs  of 
the  care  to  be  met  by  this  program. 

Haitians  continue  to  enter  the  country  by 
boat  and  plane,   though  in  much  lower  numbers  than 
the  peak  influx  last  fall.     After  they  receive 
appropriate  review  by  the  Immigration  and  Natural- 
ization Service  and  the  State  Department,  we  work 
with  voluntary  agencies  and  other  groups  to  settle 
them  with  community  sponsors.     We  also  stand  ready 
to  activate  the  resettlement  camp  at  Fort  Allen, 
Puerto  Rico.     However,  the  utilization  of  this 
facility  is  currently  the  subject  of  court  action 
which  restains  us  from  using  the  camp  at  this 
time. 

For  FY  1982  we  are  requesting  $27  million  for 
Cuban  and  Haitian  entrants  reception  and  processing 
activities.     The  budget  covers  the  continuing  costs, 
principally  mental  health  costs,  of  last  summer's 
influx  and  assumes  that  there  will  be  no  new  major 
influx  of  either  Cubans  or  Haitians. 


Thank  you  for  the  opportunity  to  address  this  subcom- 
mittee.    I  am  prepared  to  respond  to  any  questions  that 
you  may  have  at  this  time. 
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Mr.  Natcher.  Would  you  like  to  highlight  it  or  go  right  to  the 
questions? 

SUMMARY  STATEMENT 

Mr.  Forbush.  I  can  give  you  a  very  short  highlight  statement. 
Also  may  I  introduce  John  Cannon,  who  is  my  assistant  director 
for  Operations. 

The  total  budget  request  for  refugees  and  Cuban  and  Haitian 
entrants  is  $604  million  for  1982. 

This  is  a  very  tight  budget  consistent  with  the  Administration's 
overall  budgetary  goals.  It  assumes  that  we  would  admit  173,500 
refugees  in  1982,  most  of  whom  would  be  Indo-Chinese  refugees. 

It  assumes  that  no  new  Cuban  and  Haitian  entrants  would  be 
admitted. 

There  are  a  number  of  steps  taken  in  this  budget  to  control  costs 
and  keep  spending  under  control. 

We  are  planning  to  issue  some  new  regulations  for  cash  and 
medical  assistance  which  will  make  those  programs  more  closely 
comparable  to  programs  that  exist  for  American  citizens. 

In  the  cases  where  a  State  has  a  general  assistance  program,  we 
will  pay  at  that  rate.  In  the  case  where  they  do  not  have  a  general 
assistance  program,  we  will  pay  at  the  AFDC  rate  for  the  first  18 
months  and  then  half  that  rate  for  the  second  18  months. 

We  are  also  proposing  some  reductions  in  social  services  and 
education  programs  which  require  us,  therefore,  to  target  these 
funds  on  the  highest  priority  activities. 

We  also  are  proposing  a  termination  of  the  old  Cuban  refugee 
program  which  was  started  back  in  1961.  This  was  originally  sched- 
uled to  be  terminated  in  1984. 

We  are  proposing  now  to  terminate  it  in  1982,  largely  because  we 
think  it  has  achieved  the  objectives  that  were  set  out  for  it. 

We  are  proposing  funding  for  benefits  for  the  Cubans  and  Hai- 
tians through  the  Fascell-Stone  authorization  and  the  close-out  of 
the  reception  and  processing  costs  for  the  wave  that  came  in  last 
year. 

That  concludes  my  highlight  statement,  Mr.  Chairman. 

ORGANIZATION  OF  REFUGEE  ACTIVITIES 

Mr.  Natcher.  All  right.  Thank  you,  Mr.  Forbush. 

Now,  has  the  Secretary  up  to  this  time  identified  anyone  to 
become  director  of  the  Office  of  Refugee  Resettlement  on  a  perma- 
nent basis? 

Mr.  Forbush.  That  decision  has  not  been  made.  There  has  to  be 
a  White  House  clearance  and  selection  among  a  number  of  candi- 
dates. I  think  it  is  close  to  being  made,  but  not  quite  made. 

Mr.  Natcher.  The  Office  of  Refugee  Resettlement,  will  it  contin- 
ue to  be  located  in  the  Secretary's  office  or  will  it  be  transferred  to 
one  of  the  other  operating  agencies? 

Mr.  Forbush.  Mr.  Chairman,  I  am  sorry,  I  can't  say  definitely  at 
this  point.  I  know  of  no  specific  plan  to  move  it  out  of  the  Office  of 
Secretary,  but  I  know  that  the  Secretary  is  examining  various 
options  for  structuring  his  own  office. 
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So  I  can't  say  exactly  what  will  happen.  We  are  continuing  to 
operate  as  part  of  the  Office  of  Secretary  at  this  time. 


Mr.  Natcher.  Mr.  Forbush,  let  us  begin,  as  far  as  the  questions 
are  concerned,  with  refugee  numbers. 

Can  you  tell  us  what  the  total  Federal  budget  was  for  refugee 
assistance  in  1979,  1980,  and  1981  and  tell  us  what  you  anticipate 
for  1982? 

Mr.  Forbush.  Yes,  sir. 

Mr.  Natcher.  That  is  governmentwide  now. 

Mr.  Forbush.  The  government?  I  am  sorry,  the  governmentwide 
numbers? 
Mr.  Natcher.  Yes. 

Mr,  Forbush.  I  was  about  to  quote  the  numbers  in  our  budget. 
The  U.S.  Coordinator's  Office  in  the  State  Department  did  a  special 
report  at  the  request  of  Congress  last  year  and  we  found  that; 
government  spending,  Federal,  State  and  local  spending  combined, 
was  about  $2  billion. 

I  don't  have  that  report  with  me.  I  would  be  happy  to  provide  a 
table  that  breaks  that  number  down  for  the  record. 

We  have  not  made  a  similar  analysis  for  fiscal  year  1982,  but  I 
think  that  the  numbers  are  roughly  comparable. 

Mr.  Natcher.  All  right. 

How  much  of  this  was  for  domestic  assistance  activities  once 
refugees  arrive  in  this  country? 

After  they  arrive  now,  what  is  the  breakdown  here?  Can  you  give 
us  some  idea? 

Mr.  Forbush.  In  terms  of  the  total  government  spending,  I  would 
say  about  80  to  90  percent  is  for  costs  after  they  arrive  here. 

The  only  major  cost  outside  this  country  is  the  services  and 
operations  of  the  refugee  camps  overseas  to  which  the  U.S.  Govern- 
ment contributes  through  the  United  Nations. 

Mr.  Natcher.  If  you  will,  insert  in  the  record  at  this  point  a 
table  displaying  all  United  States  refugee  spending  over  the  last 
three  years,  broken  down  into  its  major  program  areas  and  project- 
ed for  1981-1982,  Mr.  Forbush,  in  the  record. 

Mr.  Forbush.  We  will  try  to  do  that  for  you. 

Mr.  Natcher.  All  right. 

[The  information  follows:] 

The  following  table  contains  our  best  estimate  of  the  total  fiscal  year  1980  and 
1981  costs  of  aiding  refuges.  With  the  exception  of  the  items  marked  with  asterisks, 
the  table  is  identical  to  one  provided  to  Senator  Walter  Huddleston  by  the  Depart- 
ment of  State  on  February  15,  1980.  The  items  marked  with  asterisks  have  been 
updated  to  reflect  revisions  in  the  budget  and  flow  estimates  for  fiscal  year  1980  and 
1981.  Comparable  information  for  each  of  these  categories  in  fiscal  year  1979  is  not 
available. 


refugee  spending 


In  millions 


1980 


1981 


I.  International  refugee  assistance 


$417 
*278 
*(40) 
*(129) 
* (100) 


$328 
*277 
*(46) 
* (122) 
*(100) 


II.  Initial  U.S.  resettlement  costs  

(Overseas  processing)  

(Transportation  to  United  States)  

(Recep./placement  in  United  States) 
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In  millions 
1980  1981 


(INS/other  Federal  admin)   (9)  (9) 

III.  Federally-financed  Domestic  Assistance   *772  *1029 

HHS  costs: 

Refugee  assistance   *(517)  *(641) 

SSI   *(11)  *(18) 

AFDC   *(23)  *(44) 

Medicaid   *(14)  *(28) 

Subtotal,  HHS  costs   *(565)  *(731) 

Food  stamps   (126)  (212) 

CETA/other  DoL   (53)  (53) 

HUD  public  housing   (12)  (18) 

Other  federal   (16)  (15) 

IV.  State  and  local  services  :   245  500 

V.  HHS  Cuban/Haitian  activities   *36  *190 

Total   1,748  2,324 


In  fiscal  year  1982,  we  project  that  HHS  domestic  refugee  and  entrant  assistance 
costs  will  be  $684  million  and  State  Department  Initial  Resettlement  costs  will  be 
$295  million. 

NUMBER  OF  REFUGEES 

Mr.  Natcher.  If  you  will,  tell  us  how  many  of  the  major  refugee 
groups  have  arrived  in  this  country  to  date  and  the  number  you 
anticipate  arriving  both  in  1981  and  in  1982? 

Mr.  Forbush.  As  of  December  31,  1980,  we  have  received  444,000 
refugees  from  Southeast  Asia,  342,000  refugees  from  Cuba,  87,000 
from  the  Soviet  Union  and  other  countries  and  125,000  Cuban 
entrants. 

In  fiscal  year  1982,  we  are  projecting  an  influx  of  173,500  refu- 
gees of  which  144,000  are  projected  to  be  Indochinese. 

Those  are  numbers  for  budget  planning.  The  actual  numbers 
would  be  determined  through  the  consultation  process  required  by 
the  Refugee  Act  of  1980. 

Mr.  Natcher.  Given  the  uncertainties  of  international  politics, 
what  degree  of  confidence,  Mr.  Forbush,  do  you  have  in  the  arrival 
estimates  for  1981  and  1982? 

Mr.  Forbush.  I  think  we  are  fairly  confident  in  the  1981  num- 
bers at  this  time.  We  are  running  a  little  under  the  estimates  made 
earlier  in  the  year,  but  still  fairly  close  to  the  numbers  in  the 
revised  budget. 

In  1982,  it  is  more  difficult  to  determine  the  arrival  estimates. 
We  are  proposing  to  receive  fewer  refugees  in  1982  than  in  1981, 
but  events  around  the  world  could  change  that. 

Mr.  Natcher.  The  original  1981  budget  assumed  14,000  Indo- 
Chinese  arrivals  per  month  during  the  fiscal  year  1981. 

How  many  have  actually  arrived  during  each  of  the  first  six 
months  of  this  year  and  how  many  do  you  expect,  for  instance, 
during  the  month  of  April,  Mr.  Forbush? 

Mr.  Forbush.  During  the  first  six  months,  we  received  61,000 
which  would  average  a  little  over  10,000  per  month. 

We  expect  that  experience  to  be  reflected  in  the  last  six  months 
with  perhaps  slightly  higher  monthly  averages  of  11,000  to  12,000. 
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I  don't  think  we  will  hit  the  original  budget  estimates  of  14,000 
per  month. 

Mr.  Natcher.  Can  you  give  us  some  idea  as  to  the  percent  of  the 
Indo-Chinese  refugees  who  have  settled  in  the  State  of  California? 

Mr.  Forbush.  I  believe  approximately  33  percent  of  the  Indochin- 
ese  refugees  have  settled  in  California. 

FLORIDA  IMPACT 

Mr.  Natcher.  All  right. 

Now,  let's  take  that  one  up  now,  Mr.  Forbush.  Since  you  men- 
tioned that  and  sitting  here  on  my  left,  Mr.  Forbush,  as  you  know, 
is  Mr.  Lehman. 

Mr.  Lehman  is  a  member  of  the  Appropriations  Committee  and 
one  of  our  able  members. 

He  represents  a  portion  of  Dade  County,  Miami,  Florida.  He  is 
very  concerned  about  this  matter. 

I  have  a  series  of  questions  that  I  am  going  to  propound  to  you  in 
a  few  moments  concerning  some  of  these  matters. 

But  first,  tell  me  what  percentage  of  new  Cuban  and  Haitian 
arrivals  have  settled  in  the  State  of  Florida  and  particularly  in 
Dade  County? 

Mr.  Forbush.  Mr.  Chairman,  I  can't  give  you  the  number  for 
Dade  County,  but  of  the  125,000  Cubans  that  arrived  as  of  Decem- 
ber 31,  86,000  were  settled  in  the  State  of  Florida. 

Now,  that  is  primary  settlements.  There  are  also  an  undeter- 
mined number  of  secondary  resettlements  where  people  migrate  to 
other  States  after  they  have  been  settled  there  for  the  first  time. 

I  don't  have  any  figures  on  secondary  resettlement. 

Mr.  Natcher.  If  you  will  insert  in  the  record  at  this  point  a  table 
showing  your  best  estimate  of  the  number  of  refugees  and  their 
locations  under  each  of  the  various  refugee  programs,  if  you  will 
place  that  in  the  record  for  us,  Mr.  Forbush,  we  will  appreciate  it. 

Mr.  Forbush.  Yes,  sir. 

[The  information  follows:] 
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Estimated  Refugee  and  Entrant  Populations,  by  State 
As  of  12/31/80  (Cumulative) 


Southeast  Cuban  Soviet  & 

Asian  Refugees  Others 

/ 


Alabama 

2,335 

99 

40 

Alaska 

439 

19 

- 

Arizona 

3,065 

100 

73 

Arkansas 

2,736 

21 

35 

California 

145,486 

28,950 

8,863 

Colorado 

7,912 

255 

812 

Connecticut 

4,246 

2,434 

856 

Delaware 

266 

123 

108 

Dist.  of  Columhia 

3,583 

314 

658 

Florida 

9,005 

216,187 

2,007 

Georgia 

4,695 

1,124 

563 

Guam 

392 

2 

- 

Hawaii 

6,039 

20 

- 

Idaho 

836 

10 

Illinois 

16,596 

8,024 

6,307 

Indiana 

3,919 

384 

260 

Iowa 

7,238 

72 

162 

Kansas 

5,619 

160 

3 

kpnt  uokv 

1 ,868 

82 

474 

Louisiana 

10,873 

3,048 

341 

Maine 

655 

28 

53 

Maryland 

4,894 

899 

1,948 

Massachusetts 

7,036 

1,831 

3,217 

Mi  phinan 

8,184 

1,155 

1 ,903 

Minnesota 

14,964 

122 

1,195 

Mississippi 

1,401 

27 

16 

Missouri 

4,473 

173 

1,748 

Montana 

1,052 

4 

Nebraska 

2,099 

45 

120 

Nevada 

1,947 

1,536 

27 

New  Hampshire 

299 

27 

25 

New  Jersey 

4,242 

39,702 

3,365 

New  Mexico 

2,251 

90 

14 

New  York 

13,059 

27,151 

38,762 

North  Carolina 

3,884 

329 

61 

North  Dakota 

595 

4 

Ohio 

6,355 

487 

3,628 

Oklahoma 

6,532 

132 

53 

Oregon 

13,144 

254 

275 

Pennsylvania 

17,848 

1,070 

5,207 

Puerto  Rico 

35 

74 

Rhode  Island 

2,423 

172 

466 
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Estimated  Refugee  and  Entrant  Populations,  by  State 
As  of  12/31/80  (Cumulative) 


Southeast 

Cuban 

Soviet  < 

Asian 

Refugees 

Others 

South  Carolina 

1,648 

131 

57 

OUULII  UdKULd 

9?n 

o 

Tennessee 

3,427 

145 

273 

Texas 

38,516 

3,951 

1,638 

Utah 

5,890 

30 

42 

Vprmnnt 

262 

11 

Virgin  Islands 

8 

- 

Virginia 

12,346 

816 

189 

Washington 

19,774 

212 

327 

West  Virginia 

440 

23 

6 

Wisconsin 

6,187 

133 

880 

Wyoming 

330 

16 

Other  &  Unknown 

287 

16 

TOTAL: 


444,555 


342,214 


87,057 
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Cuban  Resettlements  by  State  -  As  of  4/30/81 
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West  Virginia 

40 

0.0 

Wisconsin 

922 

0.8 

Wyoming 

20 

0.0 

Puerto  Rico 

947 

0.8 

Other  Countries 

69 

0.1 

Unknown 

412 

0.3 

Total 

120,665 

99.3% 

This  information  is  based  on  initial  sponsor 
location  and  may  not  reflect  current  residence. 
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Haitian  Resettlements  by  State 


During  the  summer  and  fall  of  1980,   the  Metropolitan 
Dade  County  Community  Action  Agency   (CAA)   handled  most 
resettlements  of  Haitian  arrivals  who  entered  the  United 
States  and  were  processed  immediately  by  INS.     A  sample  of 
5,001  files  has  been  used  to  determine  the  distribution  of 
these  Haitian  resettlements.     More  than  92  percent  were 
resettled  in  Florida,  primarily  in  the  Miami  and  Lake 
Okeechobee  areas.     About  5.0  percent  were  resettled  into 
New  York  State.     The  table  below  presents  the  distribution 
of  resettlements  from  this  sample. 

Haitian  Destinations  — 
CAA  Resettlements 


Area 

Percentage 

Miami 

78.9% 

Belle  Glade 

6.1 

Delray  Beach 

2.0 

Fort  Lauderdale 

1.1 

Pompano  Beach 

1.1 

Other  Florida 

3.1 

Total  Florida 

New  York 

4.7 

New  Jersey 

1.3 

Massachusetts 

0.8 

Other  States 

0.9 

Total 

100.0% 

Preliminary  addresses  for  more  than  24,000  Haitians 
from  the  full  file  are  also  known.      (An  additional  8,000 
files  do  not  have  complete  addresses.)     This  is  based  on 
information  collected  by  INS  at  the  time  of  processing. 
For  Haitians  who  entered  the  U.S.  and  were  immediately 
processed  by  INS,   these  addresses  are  most  likely  homes  of 
relatives  or  friends.     However,  Haitians  who  have  been 
living  in  the  community  for  some  time  before  going  to  INS 
are  more  likely  to  have  given  current  addresses. 

More  than  98%  of  the  INS  addresses  are  in  Florida. 
About  8  2%  are  in  the  Miami  area,   4%  in  Belle  Glade,  3% 
each  in  Fort  Lauderdale,  Delray  Beach,  and  Pompano  Beach. 
Only  1%  had  New  York  addresses.     The  high  proportion  of 
Florida  residence  is  expected  since  this  sample  is  pre- 
dominantly based  on  Haitians  living  in  Florida. 
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Mr.  Natcher.  The  Administration,  as  you  know,  is  requesting 
$73  million  to  reimburse  States  for  cash  and  medical  assistance, 
Mr.  Forbush,  and  social  services  provided  to  Cuban  and  Haitian 
refugees  during  fiscal  year  1982. 

I  understand  that  for  other  refugee  programs,  the  participation 
rate  is  assumed  to  be  49  percent. 

Mr.  Forbush.  Yes,  sir. 

Mr.  Natcher.  Florida  reports  a  Cuban-Haitian  entrant  participa- 
tion rate  of  33  percent.  What  participation  rate  did  the  Administra- 
tion assume  in  arriving  at  the  $73  million  figure  and  what  other 
assumptions  were  used? 

Mr.  Forbush.  We  used  an  expected  dependency  rate  of  25  per- 
cent for  fiscal  year  1982  for  Cubans  and  Haitians.  It  is  hard  for  us 
to  say  what  the  right  number  will  be. 

At  present,  the  State  of  Florida  is  receiving  quite  a  few  applica- 
tions. By  the  end  of  March,  there  were  12,000  Cubans  and  3,500 
Haitians  on  the  rolls. 

But  the  registration  is  still  in  progress.  It  is  hard  to  tell  where 
that  will  top  out. 

Only  the  actual  registration  will  tell  us  what  the  rate  of  depen- 
dency will  be.  We  are  at  about  20  percent  thus  far. 

Mr.  Natcher.  Due  to  higher  than  anticipated  arrivals  or  partici- 
pation rates,  the  amounts  appropriated  for  the  Fascell-Stone  bene- 
fits might  not  last  through  fiscal  year  1982. 

Would  it  be  the  Administration's  intention  to  request  supplemen- 
tal funds? 

Mr.  Forbush.  Our  policy  is  to  provide  100  percent  of  the  cost  for 
the  three  years  after  the  entrant  arrives. 

We  would  certainly  seek  additional  funds  if  the  actual  costs 
exceed  available  funds.  That  would  certainly  be  our  intention. 

We  have  to  go  through  a  review  by  the  Office  of  Management 
and  Budget  in  the  Administration,  but  I  think  they  would  stand 
behind  it. 

Mr.  Natcher.  You  are  requesting  $27  million  for  the  Cuban- 
Haitian  task  force  of  which  $19  million  is  for  criminals  and  the 
mentally  ill. 

Does  this  request  address  in  any  way  the  problem  State  and  local 
governments  are  having  with  criminal  activity  by  released  en- 
trants, either  by  revoking  paroles  and  incarcerating  entrant  offend- 
ers in  Federal  facilities  or  by  reimbursing  State  and  local  agencies 
for  the  costs  of  entrants  and  their  criminal  justice  systems? 

Mr.  Forbush.  No,  sir,  it  does  not.  We  provided  a  public  safety 
grant  to  the  States  heavily  affected  by  the  entrants  last  year. 

We  don't  plan  to  provide  another  one.  However,  the  social  serv- 
ices funds  that  we  provide  to  the  States  under  the  Fascell-Stone 
program  could  be  used  for  programs  that  would  meet  these  prob- 
lems or  prevent  these  things  from  happening. 

Out  of  the  funds  that  you  referred  to,  we  would  try  to  conduct 
some  programs  of  secondary  resettlement;  in  other  words,  try  to 
help  Cuban  and  Haitians  living  in  Florida  move  to  other  States 
and  spread  the  burden  in  that  manner.  But  these  funds  do  not 
provide  for  a  direct  payment  to  the  public  safety  system. 
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Mr.  Natcher.  The  Administration  proposes  to  end  the  old  Cuban 
refugee  program  in  fiscal  year  1982,  despite  the  phase-down  agree- 
ment worked  out  over  the  last  three  years. 

What  would  be  the  cost  of  continuing  to  provide  100  percent 
funding  for  supplemental  security  income  health  care  costs  in 
fiscal  year  1982? 

Mr.  Forbush.  I  am  sorry,  I  don't  have  that  number.  Could  I 
supply  that  for  the  record? 

Mr.  Natcher.  You  could  submit  that  for  the  record. 
[The  information  follows:] 

The  cost  to  continue  to  provide  100  percent  funding  for  SSI  health  care  costs  in 
fiscal  year  1982  will  be  $11.5  million. 

Mr.  Natcher.  Mr.  Livingston,  I  yield  to  you. 

Mr.  Livingston.  Thank  you  very  much,  Mr.  Chairman. 

The  services  provided  by  your  office  to  States  and  localities  are 
essential  if  they  are  going  to  meet  the  needs  of  these  refugees  to  be 
assimulated  in  the  society. 

In  my  district,  we  have  a  number  of  Indochinese  refugees;  also  a 
number  of  Cubans.  I  just  wonder,  though,  we  get  a  lot  of  com- 
plaints from  the  average  citizen  about  the  benefits  accorded  these 
people. 

Could  you  tell  me,  do  these  people  get  any  special  treatment  that 
is  not  available  to  the  average  citizen? 

Mr.  Forbush.  We  provide  cash  and  medical  assistance  on  the 
same  model  as  the  welfare  programs  for  American  citizens.  We 
provide  one  special  kind  of  transition  assistance  not  generally 
available  to  citizens;  that  is,  that  we  waive  so-called  family-compo- 
sition rules  so  that  singles  and  childless  couples  can  receive  assist- 
ance for  the  3-year  period  that  we  provide  the  assistance. 

It  is  a  transitional  arrangement  not  meant  to  be  permanent. 

Mr.  Livingston.  It  is  a  limit  of  three  years? 

Mr.  Forbush.  Yes,  sir. 

Mr.  Livingston.  It  is  not  necessarily  a  three-year  mandatory 
term,  it  is  only  if  they  apply  for  it  during  that  period  of  time? 
Mr.  Forbush.  Yes. 

Mr.  Livingston.  What  generally  does  that  average  out  to  per 
refugee? 

Mr.  Forbush.  The  dollars  per  refugee?  I  believe  the  average 
benefit  runs  about  $100  to  $150  per  month. 

Mr.  Livingston.  Can  you  tell  me  why  there  has  been  a  decrease 
in  the  number  of  refugees  entering  the  country,  particularly  Indo- 
Chinese? 

Mr.  Forbush.  I  think  that  the  number  of  refugees  now  in  the 
camps  in  Southeast  Asia  have  declined  substantially.  The  ones  that 
are  remaining,  we  have  chosen  those  that  meet  our  test  of  related- 
ness  to  other  refugees  and  permanent-resident  aliens  here  and 
special  hardship  cases. 

Mr.  Livingston.  Any  estimate  of  the  number  of  Indo-Chinese 
refugees  still  in  camps  abroad? 

Mr.  Forbush.  I  have  a  person  from  the  State  Department  here. 
Perhaps  I  could  ask  him. 

Mr.  Frank  Moss.  . 

Mr.  Moss.  There  are  approximately  195,000  Indo-Chinese  refu- 
gees remaining  in  the  camps  and  there  are  approximately  another 
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30,000  refugees  from  Cambodia  who  have  been  accepted  by  the 
United  States  for  resettlement. 

Right  now,  we  are  talking  roughly  a  total  of  225,000  people  in 
the  first-asylum  camps. 

Mr.  Livingston.  Where  are  the  bulk  of  these  camps? 

Mr.  Forbush.  The  bulk  are  in  Thailand.  For  the  people  from 
Laos  up  in  northeastern  Thailand  near  the  Mekong  River  and  also 
large  camps  near  the  Cambodian  border  and  then  Indonesia,  Ma- 
laysia and  Hong  Kong. 

Mr.  Livingston.  Thank  you  very  much.  I  wonder  if  you  might 
provide  for  the  committee  a  listing  of  the  Indo-Chinese  refugees  in 
each  State,  to  the  best  of  your  knowledge  as  of,  say,  1980? 

[The  information  has  not  been  repeated  at  this  point  as  it  was 
also  requested  by  the  Chairman  in  earlier  questioning.] 

Mr.  Forbush.  We  have  eliminated  this  program  for  three  pri- 
mary reasons.  First,  beginning  in  fiscal  year  1982,  all  of  the  early 
Cuban  refugees  served  by  this  program  will  have  been  in  the 
United  States  for  more  than  three  years.  Under  the  Refugee  Act  of 
1980  assistance  to  refugees  not  covered  by  the  Cuban  Phasedown  is 
limited  to  three  years.  Termination  of  this  program  in  fiscal  year 
1982  would  treat  those  refugees  covered  by  the  Cuban  Phasedown 
Program  consistent  with  all  other  refugees  served  under  the  Refu- 
gee Act  of  1980.  Second,  virtually  all  of  the  early  Cuban  refugees 
have  achieved  self  sufficiency  and  are  no  longer  in  need  of  special 
federal  assistance.  For  example,  in  1977  the  average  annual  income 
of  Cuban  refugee  families  was  equal  to  96  percent  of  the  average 
family  income  in  the  United  States.  Finally,  this  program  has  been 
in  existence  since  1962.  In  the  twenty  years  since  the  program's 
inception  over  $1.5  billion  in  special  Federal  assistance  has  already 
been  provided  to  these  early  Cuban  refugees.  Given  the  success  of 
the  Cubans  in  achieving  self-sufficiency  and  the  level  of  support 
which  has  already  been  provided,  we  believe  the  program  has 
achieved  its  original  objectives. 

Mr.  Livingston.  Particularly  the  top  five  States  where  they  are 
concentrated. 

Mr.  Forbush.  Yes,  sir.  We  have  a  complete  breakdown  of  the 
refugees  as  of  the  end  of  December  1980. 
I  would  be  happy  to  provide  that  to  you. 

Mr.  Livingston.  Page  22  of  your  justification,  you  detail  the 
purpose  of  the  education  assistance  for  refugee  children  in  local 
education  areas  that  have  refugee  children. 

Can  you  tell  me  what  the  formula  is  for  providing  such  assist- 
ance to  a  local  school  agency? 

Mr.  Forbush.  Yes,  sir.  We  have  a  formula  which  provides  rela- 
tive weights  to  the  refugee  child  based  on  recency  of  arrival.  The 
more  recent  arrival  getting  the  greater  weight. 

Then  the  funds  are  distributed  on  that  basis.  We  can  give  you 
the  specifics  of  that  formula.  I  have  Jim  Lockhart,  from  the  De- 
partment of  Education,  here  who  can  give  you  greater  detail  on 
that. 

Mr.  Lockhart.  The  formula  also  assigns  greater  weights  to  chil- 
dren who  are  in  secondary  school.  So,  our  formula  accounts  for 
recency  of  arrival  and  youngsters  in  the  secondary  school.  Studies, 
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show  that  youngsters  in  those  two  categories  tend  to  have  greater 
adjustment  problems,  which  results  in  higher  education  costs. 

The  States  count  all  of  the  eligible  refugee  children.  We  apply 
the  weighted  formula  to  the  total  number  of  eligible  children  to 
determine  the  allocation  per  State.  The  States  use  the  same  formu- 
la to  make  their  awards  to  the  local  school  districts. 

Mr.  Livingston.  Very  well. 

Mr.  Lockhart.  We  have  a  breakdown  of  those  figures  we  can 
make  available. 

Mr.  Livingston.  If  you  can  make  those  available  for  the  record, 
again,  that  would  give  us  an  idea  of  how  the  various  States  are 
impacted.  I  would  appreciate  it. 

Mr.  Lockhart.  Yes,  sir. 

[The  information  follows:] 

DEPARTMENT  OF  EDUCATION,  TRANSITION  PROGRAM  FOR  REFUGEE  CHILDREN,  1980  SUPPLEMENTAL 
APPROPRIATION  AWARDS  TO  THE  STATES 

 »»»  eligibfcJren     Amount  of  award 

Alabama                                                                                        497  $79,699 

Alaska  :  .:.   (*) 

Arizona                                                                                            659  115,291 

Arkansas                                                                                           559  100,854 

California                                                                                        39,413  6,719,160 

Colorado                                                                                          2,304  386,183 

Connecticut                                                                                       1,207  208,386 

Delaware                                                                                         94  15,193 

District  of  Columbia  2                                                                          (94)  2,210  345,915 

Florida                                                                                           7,744  1,213,724 

Georgia                                                                                         850  149,189 

Hawaii                                                                                           1,237  235,749 

Idaho                                                                                           242  37,328 

Illinois                                                                                            6,167  1,022,981 

Indiana                                                                                             884  149,046 

Iowa                                                                                             1,888  284,839 

Kansas                                                                                           2,024  351,408 

Kentucky                                                                                           515  87,234 

Louisiana                                                                                         2,948  367,907 

Maine                                                                                              218  36,082 

Maryland                                                                                         2,157  348,406 

Massachusetts                                                                                     1,529  275,057 

Michigan                                                                                          1,990  351,714 

Minnesota                                                                                        5,014  856,558 

Mississippi                                                                                          371  51,295 

Missouri                                                                                            818  136,549 

Montana                                                                                           332  55,318 

Nebraska                                                                                           546  88,643 

Nevada                                                                                             544  79,515 

New  Hampshire                                                                                     101  20,624 

New  Jersey                                                                                       1,514  243,294 

New  Mexico                                                                                      1,162  170,078 

New  York                                                                                       11,142  1,652,754 

North  Carolina                                                                                     1,034  167,138 

North  Dakota                                                                                       121  19,460 

Ohio                                                                                             1,707  272^097 

Oklahoma                                                                                    31352  3  234,912 

Oregon                                                                                           4,107  724,297 

Pennsylvania  ,                                                                      6,995  1,292,157 

Rhode  Island                                                                                      1,384  265,460 

South  Carolina                                                                                      271  45,230 

South  Dakota                                                                                       227  36*940 

Tennessee                                                                                        1  254  203^506 


78-993   O— 80  38 
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DEPARTMENT  OF  EDUCATION,  TRANSITION  PROGRAM  FOR  REFUGEE  CHILDREN.  1980  SUPPLEMENTAL 
APPROPRIATION  AWARDS  TO  THE  STATES— Continued 


eliglKitn  of  award 


Texas   7,302  1,166,656 

Utah  _   1,837  323,922 

Vermont                                                                                            66  12,293 

Virginia   3,820  621,809 

Washington   6,450  1,145,276 

West  Virginia                                                                                        94  15,519 

Wisconsin  :   2,448  379,139 

Wyoming   (*) 


Total   139,359  23,162,284 


1  Not  applying. 

2  The  District  of  Columbia  has  reported  an  error  in  its  count  of  2,210.  Steps  are  being  taken  to  correct  the  fiscal  year  1980  award. 

3  Oklahoma  prohibits  public  schools  serving  nonpublic  students.  172  eligible  children  enrolled  in  nonpublic  school.  The  Secretary  of  Education 
invokes  by-pass  authority  to  contract  with  University  of  Oklahoma  of  $27,424  to  provide  supplemental  educational  services  to  the  172  children. 

DEPARTMENT  OF  EDUCATION,  EDUCATION  SERVICES  FOR  CUBAN  AND  HAITIAN  ENTRANT  CHILDREN 
PROGRAM,  FISCAL  YEAR  1980  SUPPLEMENTAL  APPROPRIATION  AWARDS  TO  THE  STATES 


Jg*L     Amount  of  award 


Alabama  

1  A 

  14 

. ,  .  -  . 

2>4,o/y 

n 

U 

Arizona  

  rff  t 

bib 

Arkansas  

0 

  0 

938 

California  

  701 

215,113 

Colorado  

3ft 

  oU 

Q  38/1 

7C 

TO  001 

Delaware  

  11 

3  ri;q 
z.ooy 

District  of  Columbia  

  23 

6,819 

Florida  

  16,696 

5,261,171 

Georgia  

  94 

27.808 

Hawaii  

  0 

0 

Idaho  

  1 

313 

Illinois  

  294 

89,461 

Indiana  

  16 

5,005 

Iowa  

0 

Kansas  

  47 

13.920 

Kentucky  

  24 

7,476 

Louisiana  

  261 

81,641 

Maine  

  16 

5,005 

Maryland  

  68 

21,177 

Massachusetts  

  249 

76,198 

Michigan  

  117 

34,815 

Minnesota  

  25 

7,820 

Mississippi  

  6 

1,501 

Missouri  „  

 Jzfpn  15 

4,692 

Montana  „  

  0 

0 

Nebraska  

  i«r 

5,255 

Nevada  

  185 

55,459 

New  Hampshire  

  n 

3,441 

New  Jersey  

  2,851 

882,600 

New  Mexico  

  54 

16,610 

New  York  

  2,136 

585,655 

North  Carolina  

  21 

6,569 

North  Dakota  _  

.._   O 

0 

Ohio  _  _  

 _   26 

8,133 

Oklahoma  

  22 

6,882 

Oregon  

  35 

10.948 

Pennsylvania  

  124 

38,787 

Rhode  Island  

  3 

938 
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DEPARTMENT  OF  EDUCATION,  EDUCATION  SERVICES  FOR  CUBAN  AND  HAITIAN  ENTRANT  CHILDREN 
PROGRAM,  FISCAL  YEAR  1980  SUPPLEMENTAL  APPROPRIATION  AWARDS  TO  THE  STATES— Continued 

 S^tes  eligNiblgbchildren    Amount  of  award 

South  Carolina   12  3,754 

South  Dakota   0  0 

Tennessee   19  5,662 

Texas   260  81,328 

Utah   31  9,696 

Vermont   9  2,815 

Virginia   66  20,207 

Washington   19  5,849 

West  Virginia   0  0 

Wisconsin   148  46,294 

Wyoming   (*) 

Total   25,110  7,697,853 

1  Not  applying. 

Mr.  Livingston.  There  is  an  article  in  today's  Washington  Post 
commenting  on  the  Administration's  new  resolve  with  respect  to 
the  possibilities  of  another  Cuban  exodus. 

Could  you  elaborate  on  that  policy,  please? 

Mr.  Forbush.  I  am  afraid  I  can't  at  this  time.  That  is  very  much 
work  in  progress. 

Those  are  recommendations  being  considered  by  the  interagency 
task  force  that  have  not  yet  been  presented  to  the  President. 

Mr.  Livingston.  That  is  the  same  answer  I  got  from  Secretary 
Haig  this  morning.  Thank  you  very  much. 

Mr.  Natcher.  Mr.  Stokes. 

Mr.  Stokes.  Thank  you,  Mr.  Chairman. 

Mr.  Forbush,  the  Administration  has  requested  a  rescission  of 
funds  to  reimburse  the  State  and  local  governments  for  refugee 
programs  in  fiscal  year  1981. 

However,  a  number  of  the  State  and  local  government  organiza- 
tions believe  that  there  is  an  impending  outflow  of  refugees  who 
will  inevitably  resettle  in  the  United  States. 

What  contingency  plan  exists  for  the  purpose  of  reimbursing 
State  and  local  governments  if  we  do  experience  this  increase  in 
Indochinese  refugees  for  resettlement? 

Mr.  Forbush.  Mr.  Stokes,  the  rescission  referred  to  was  proposed 
because  of  the  fact  that  the  number  of  refugees  admitted  during 
the  first  quarter  was  lower  than  the  original  budget  estimates. 

The  budget  did  not  change  funding  for  the  latter  three  quarters. 
We  think  the  actual  number  of  refugees  admitted  during  fiscal 
1981  will  underrun  the  estimates. 

We  don't  see  anything  happening  that  would  cause  a  new  major 
influx  of  Indochinese  refugees.  I  think,  as  Frank  mentioned,  the 
population  of  the  camps  is  not  nearly  as  large  as  it  used  to  be. 

There  would  have  to  be  a  major  new  international  event  for  that 
to  happen.  We  don't  see  that  right  now. 

Mr.  Stokes.  You  think  the  international  situation  is  fairly  stable 
in  that  sense? 

Mr.  Forbush.  I  think  so.  I  think  we  are  fairly  safe  in  projecting  a 
somewhat  lower  influx  for  fiscal  1982. 
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Mr.  Stokes.  In  the  near  future,  I  understand  the  government 
plans  to  resettle  about  50,000  Cambodian  refugees  in  10  cities 
around  the  country. 

Given  the  recent  tensions  in  Texas  and  elsewhere  between  Indo- 
chinese  and  American  fishermen,  has  the  Office  of  Refugee  Reset- 
tlement given  any  thought  to  consulting  local  governments  about 
this  resettlement  plan? 

Mr.  Forbush.  Not  only  have  they  given  thought  to  it,  they  have 
actually  started  that  process.  This  is  a  very  carefully  conceived 
plan  that  has  involved  State  and  local  officials  from  the  beginning. 

Its  objective  is  to  plan  for  some  resettlement  outside  of  the  areas 
that  have  been  most  impacted;  in  other  words,  to  spread  the  impact 
of  the  refugee  inflow. 

Mr.  Livingston.  Will  you  yield  on  that  point?  I  have  a  constant 
problem  that  nags  me  about  this  resettlement  problem. 

That  is,  every  time  we  come  up  with  a  plan  to  resettle  these 
refugees,  no  matter  whether  they  are  Cuban,  Indochinese  or  what, 
they  always  seem  to  go  about  their  own  business  once  they  are  in 
the  United  States. 

They  do  seem  to  settle  in  perhaps  the  southern  States  more  than 
any  other  portion  of  the  country.  That  is  a  perfect  example.  By 
virtue  of  proximity. 

I  think  you  can  safely  say  California,  Louisiana,  the  States  in  the 
lower  latitudes,  perhaps,  get  more  of  the  settlement.  It  is  a  free 
country,  we  are  not  able  to  restrict  movement  of  refugees  in  this 
country,  but  is  there  any  inducement  that  has  been  devised  by 
your  agency  or  the  State  Department  which  would  seek  to  try  to 
disperse  these  people  throughout  the  country  and  thereby  alleviate 
the  load,  the  burden  on  any  particular  State? 

Mr.  Forbush.  I  think  this  project  for  the  Cambodians  is  the  first 
one  where  we  have  actually  tried  to  anticipate  arrivals  and  to  try 
to  attract  them  to  areas  other  than  the  those  already  highly  affect- 
ed. 

I  think  that  is  one  of  the  things  that  the  interagency  task  force  is 
looking  at. 

It  is  a  difficult  problem,  however,  because  people  tend  to  go  to 
those  areas  which  are  most  like  where  they  came  from  and  where 
they  can  expect  to  find  support  from  people  of  similar  nationality 
as  themselves. 

But  it  takes  careful  front-end  planning  to  really  pull  that  off.  We 
hope  that  the  Cambodian  project  will  be  successful  and  we  can  use 
that  model  in  the  future. 

Mr.  Livingston.  I  thank  the  gentleman  for  yielding. 

Mr.  Stokes.  The  gentleman  is  welcome. 

Ambassador  Jeane  Kirkpatrick  recently  stated  that  the  United 
States  Government  was  committed  to  substantially  increasing  refu- 
gee admission  for  African  refugees. 

Have  you  begun  planning  discussions  about  resettlement  of  this 
new  group  of  refugees? 

Mr.  Forbush.  I  am  sorry,  Mr.  Chairman,  the  number  of  Africans 
projected  for  fiscal  1982  is  remaining  about  the  levels  where  they 
were  before,  relatively  low. 

Perhaps  Frank  Moss  from  the  State  Department  would  like  to 
comment. 
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Mr.  Stokes.  Mr.  Moss,  would  you  care  to  comment? 

Mr.  Moss.  What  Mr.  Forbush  said  about  our  projection,  and  it  is 
just  that,  a  projection  for  1982,  is  4,500  African  refugees.  Ambassa- 
dor Kirkpatrick's  statement  talked  about  our  admitting  about  8,500 
refugees  from  Africa  in  1981  and  in  1982. 

Quite  honestly,  this  was  a  relatively  small  portion  of  the  United 
States'  contribution.  We  were  announcing  at  the  International  Con- 
ference on  Assistance  to  Refugees  in  Africa. 

The  persons  we  will  be  admitting  are  generally  persons  with 
specific  ties  to  the  United  States.  They  may  have  been  trained  in 
the  United  States,  they  may  have  worked  for  the  United  States 
Government  overseas,  it  is  really  a  program  to  deal  with  a  rather 
small  minority  of  the  several  million  refugees  in  Africa. 

Mr.  Stokes.  I  see. 

Mr.  Moss.  Thank  you. 

Mr.  Stokes.  Thank  you.  Can  you  tell  us  the  number  of  Cuban 
and  Haitian  nationals  in  the  country  currently  awaiting  resettle- 
ment? 

Mr.  Forbush.  We  have  approximately  2,400  people  at  Fort  Chaf- 
fee, and  approximately  500  Haitians  in  Krome-North. 

Mr.  Stokes.  What  is  the  average  settlement  period?  How  long  on 
the  average  does  it  take  to  resettle  a  refugee? 

Mr.  Forbush.  You  mean  how  long  it  takes  after  arrival? 

Mr.  Stokes.  Right. 

Mr.  Forbush.  With  refugees,  the  sponsor  has  been  selected 
before  they  arrive.  So  when  they  come  into  this  country,  they  go 
directly  to  their  sponsors. 

There  is  no  need  for  processing  through  a  camp  here.  That  is 
done  overseas. 

In  the  case  of  the  Cubans  and  Haitians,  they  did  not  come  as 
invited  guests.  To  control  the  influx,  we  had  to  set  up  these  special 
camps. 

Mr.  Stokes.  In  that  process,  how  long  does  it  take  before  you 
can  

Mr.  Forbush.  Typically,  the  resettlement  of  Cubans  was  fairly 
rapid  at  the  beginning,  perhaps  too  rapid. 

Now  we  have  more  difficult  cases  and  we  are  being  very  careful 
about  how  we  select  sponsors  to  be  sure  they  provide  the  necessary 
supporting  services  so  the  entrants  can  fit  in  with  the  community. 

Some  of  the  Cubans  at  Fort  Chaffee  have  been  in  Federal  custo- 
dy now  for  9  or  10  months. 

Mr.  Stokes.  What  is  the  situation  regarding  the  Cuban-Haitian 
unaccompanied  minors  in  terms  of  their  being  placed  in  resettle- 
ment camps? 

Mr.  Forbush.  I  believe  we  have  no  further  Cuban  unaccompan- 
ied minors  in  any  camps.  They  have  been  resettled,  either  with 
families  or  with  child  welfare  programs  in  the  States. 

We  have  about  60  Haitian  unaccompanied  minors,  either  at  our 
Krome-South  facility  or  at  a  facility  in  New  York  State.  We  are  in 
those  cases  working  through  State  welfare  placement  processes  and 
will  have  a  placement  with  a  family  or  a  child  welfare  organization 
in  the  next  month  or  so. 

Mr.  Stokes.  Thank  you.  Thank  you,  Mr.  Chairman. 
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WELFARE  DEPENDENCY  RATES 

Mr.  Natcher.  Now,  Mr.  Forbush,  would  you  describe  for  the 
committee,  the  procedures  used  to  predict  welfare  dependency  and 
tell  us  what  degree  of  confidence  you  have  in  the  system  that  you 
are  now  using? 

Mr.  Forbush.  We  have  used  experience  to  project  the  welfare 
dependency  rate.  We  have  49  percent  which  is  the  rate  projected 
for  the  budget. 

This  is  consistent  with  our  experience  with  the  Indochinese  refu- 
gees who  arrived  in  1975. 

It  is  difficult  to  say  how  accurate  that  will  be  for  the  newest 
arrivals.  There  are  some  signs  that  the  actual  dependency  rate  will 
exceed  that. 

If  it  does,  I  think  we  have  to  explore  some  new  ways  of  integrat- 
ing people  into  society,  to  keep  that  rate  at  a  lower  level. 

Mr.  Natcher.  Mr.  Forbush,  the  committee  has  received  corre- 
spondence from  the  National  Association  of  Counties,  the  National 
Governors  Association,  the  Council  of  Jewish  Federations  and  Dade 
County,  challenging  your  assumptions  on  the  number  of  arrivals 
and  the  extent  of  welfare  dependency. 

What  is  the  Department's  position,  if  your  current  request  turns 
out  to  be  inadequate  to  fund  the  program  in  the  manner  now 
proposed? 

What  will  take  place,  Mr.  Forbush? 

Mr.  Forbush.  We  stick  by  the  policy  of  providing  100  percent  of 
the  costs.  If  those  costs  are  properly  documented,  we  would  try  to 
seek  the  appropriate  funds  to  honor  them.  But  we  require  good 
documentation  of  the  cost. 

HAITIANS  ARRIVALS 

Mr.  Natcher.  Mr.  Forbush,  I  believe  your  budget  assumes  no 
new  Haitian  arrivals  after  October  1st  of  this  year,  is  that  correct? 
Mr.  Forbush.  That's  correct,  sir. 

Mr.  Natcher.  Given  past  problems  in  this  area,  why  do  you 
expect  to  be  successful  in  restricting  this  flow  in  1982? 
Do  you  feel  reasonably  sure  about  that? 

Mr.  Forbush.  I  think  those  are  policies  that  yet  have  to  be 
developed.  In  a  sense  the  budget  assumption  is  a  challenge  to 
develop  a  new  policy  that  would  be  effective. 

The  Interagency  Task  Force  on  Refugee  and  Immigration  Policy 
is  examining  that  question  right  now  and  I  believe  will  be  making 
recommendations  in  the  near  future. 

LEGAL  STATUS  OF  '  'ENTRANTS' ' 

Mr.  Natcher.  I  believe  the  legal  status  of  these  Cubans  and 
Haitians  is  still  in  question. 

What  does  the  President  plan  to  do  when  their  entrant  status 
expires  on  May  4th?  What  will  take  place? 

Mr.  Forbush.  The  entrants  have  actually  been  paroled  until  July 
15th.  However,  Cuban  entrants  can  now  request  adjustment  to 
permanent  resident  alien  status  under  the  Cuban  Adjustment  Act. 
I  think  May  4  may  refer  to  the  proposed  submission  date  for  the 
President's  Interagency  Task  Force  report. 


597 


I  believe  that  the  Administration  will  submit  legislation  which 
proposes  appropriate  immigration  status  for  the  Cubans  and  Hai- 
tians. It  would,  I  believe,  require  a  legislative  change  to  alter  the 
"entrant"  status. 

Mr.  Natcher.  Your  budget  describes  a  number  of  changes  in  the 
welfare  eligibility  rules  applicable  to  refugees.  If  you  will,  explain 
to  the  committee  the  changes  and  tell  us,  if  you  will,  why  these 
changes  were  proposed? 

Mr.  Forbush.  Our  objective  in  proposing  these  changes  was  to 
make  the  welfare  program  for  refugees  more  nearly  like  the  com- 
parable programs  for  citizens. 

We  offer  special  assistance  for  singles  and  childless  couples,  as  I 
mentioned  earlier.  We  are  proposing  through  our  new  rules  to 
lower  this  so  that  it  gradually  approaches  what  would  be  provided 
under  the  welfare  system. 

In  States  that  have  a  general  assistance  program,  we  would  pay 
at  that  rate  during  the  three  years  of  special  aid. 

For  States  that  do  not  have  a  general  assistance  program,  we  pay 
at  the  AFDC  rate  for  the  first  18  months  and  then  at  half  that  rate 
for  the  second  18  months. 

At  the  end  of  the  three-year  period,  there  would  be  no  special  aid 
offered  in  that  category. 

WELFARE  ELIGIBILITY 

Mr.  Natcher.  What  percent  of  the  refugees  currently  on  welfare 
would  be  ineligible  if  it  were  not  for  their  status  as  refugees? 

Mr.  Forbush.  It  would  be  those  who  would  have  the  benefit  in 
States  where  no  general  assistance  program  exists.  I  don't  know 
the  number  exactly. 

I  think  that  would  be  maybe  20,  30  percent.  I  will  get  the  exact 
percentage  for  the  record. 

Mr.  Natcher.  All  right. 

Mr.  Livingston? 

Mr.  Livingston.  No  more  questions. 

Mr.  Natcher.  Mr.  Stokes? 

Mr.  Stokes.  No  questions,  Mr.  Chairman. 

Mr.  Natcher.  This  issue  of  favored  treatment  for  refugees  has 
caused  considerable  difficulty  in  certain  communities  as  you  know, 
Mr.  Forbush,  particularly  the  Liberty  City  area  of  Dade  County. 

We  recognize  that  your  budget  addresses  this  problem,  but  how 
do  you  justify  giving  any  aid  to  refugees  when  Americans  in  simi- 
lar circumstances  are  ineligible? 

How  do  you  do  that,  Mr.  Forbush? 

Mr.  Forbush.  Well,  the  reasoning  is  that  it  is  special  transitional 
aid  to  people  who  enter  this  country  almost  always  with  nothing  at 
all,  with  no  resources  available. 

We  provide  this  aid  for  a  transitional  period  and  then  they 
receive  the  same  treatment  as  other  residents  of  the  United  States. 
This  is  only  a  temporary  arrangement. 

Mr.  Natcher.  On  page  3  of  the  budget  justification,  you  indicate 
that  you  may  be  adopting  even  more  stringent  eligibility  standards. 

What  additional  changes  are  you  considering  at  this  time? 

Mr.  Forbush.  We  will  be  looking  at  some  alternatives  to  the 
regular  welfare  system,  perhaps  giving  the  voluntary  agency  great- 
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er  authority  to  determine  when  the  refugee  seeks  welfare  benefits. 
This  is  in  the  pilot  stage.  We  are  not  ready  to  bring  it  forward  at 
this  time. 

EDUCATION  ASSISTANCE 

Mr.  Natcher.  I  believe  you  are  proposing  to  reduce  Federal 
assistance  for  educating  refugee  children  to  $300  each  for  one  year, 
rather  than  for  two  years. 

Is  this  reduction  based  upon  some  analysis  of  the  needs  of  these 
children  or  is  it  strictly  a  matter  of  saving  money,  Mr.  Forbush? 

Mr.  Forbush.  I  think  the  primary  emphasis  is  to  save  a  little — 
reduce  the  budget  a  bit.  We  had  to  cut.  We  couldn't  keep  all 
programs  as  they  were. 

Mr.  Natcher.  For  background  purposes,  can  you  tell  the  commit- 
tee what  the  average  annual  cost  is  currently  to  support  a  native- 
born  child  in  public  school? 

Mr.  Forbush.  May  I  ask  Mr.  Lockhart  to  handle  that  question? 

Mr.  Lockhart.  Yes. 

Mr.  Natcher.  Go  right  ahead. 

Mr.  Lockhart.  The  National  Center  for  Educational  Statistics 
(NCES)  estimates  that  the  average  cost  of  educating  a  child  is 
approximately  $1,500  per  school  year.  However,  for  refugee  pro- 
grams, we  have  not  funded  education  assistance  based  on  that 
estimate. 

We  are  providing  at  the  current  time  about  $307  per  entrant 
child,  about  $166  per  refugee  child. 

In  terms  of  per-pupil  expenditure  nationwide,  the  NCES  figure  is 
around  $1,500  a  child.  That  is  to  provide  the  total  education  of  the 
child. 

But  most  of  our  programs  are  supplemental,  to  provide  addition- 
al services  over  and  above  basic  education  programs. 

Mr.  Natcher.  What  level  of  spending  is  required  in  the  first  and 
second  year  for  a  newly  arrived  refugee  child?  What  additional 
spending  do  we  have  here? 

Mr.  Forbush.  Estimates  vary  on  these  initial  costs,  however, 
based  on  data  reported  by  local  school  districts,  estimates  for  the 
costs  of  providing  supplementary  education  range  between  $400  to 
$600  per  child  per  year  for  the  first  two  years.  This  would  cover, 
for  example,  special  English  instruction  and  counseling.  It  would 
not  include  the  excess  costs  for  general  staff,  materials,  or  space. 

The  rate  of  award  per  eligible  refugee  child  is  approximately 
$166  for  fiscal  year  1980,  which  would  increase  to  about  $300  in 
fiscal  years  1981  and  1982,  with  efforts  to  target  assistance  to  new 
arrivals. 

Mr.  Lockhart.  Close  to  that.  We  expect  between  $250  to  $300, 
depending  on  the  number  of  eligible  children. 

Mr.  Natcher.  Is  this  amount  sufficient  to  meet  the  need? 

Mr.  Forbush.  Probably  not  by  itself.  I  think  it  would  require 
some  effort  at  the  local  level  to  make  the  program  a  success. 

We  hope  it  is  enough  to  be  a  catalyst  for  that  to  occur. 

Mr.  Natcher.  I  believe  your  budget  proposes  to  delete  the  $15 
million  for  educating  Cuban  and  Haitian  children  which  was  in 
President  Carter's  budget,  I  believe. 

Mr.  Forbush.  Yes,  sir. 
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Mr.  Natcher.  What  is  the  basis  for  eliminating  this  payment 
altogether? 

Mr.  Forbush.  Mr.  Lockhart,  could  you  handle  that? 
Mr.  Natcher.  Go  right  ahead. 

Mr.  Lockhart.  Yes.  Well,  there  is  a  bill  that  has  been  passed, 
the  so-called  Stack  bill  or  the  Refugee  Education  Assistance  Act  of 
1980;  it  has  not  been  funded  as  yet. 

There  is  another  bill  pending  called  the  Goodling  bill,  which  is  a 
comprehensive  program. 

The  anticipation  is  that  some  funding  would  come  under  either 
the  Stack  bill  or  if  the  Goodling  bill  is  successful,  some  funding  will 
come  from  that  to  provide  for  Cuban  and  Haitian  children. 

(Clerk's  note. — The  Department  later  informed  the  committee 
that  no  decision  had  been  made  on  this  issue.) 

Mr.  Natcher.  Do  you  intend  to  request  money  for  this  later  on? 

Mr.  Lockhart.  I  don't  have  the  latest  policy  determination  on 
that.  I  would  be  happy  to  check  for  you.  There  is  an  Interagency 
Task  Force  addressing  these  concerns  for  the  President.  Any  policy 
change  of  this  sort  would  depend  on  their  recommendations.  It  is 
premature  to  predict  the  outcome  of  those  discussions  or  to  promise 
an  administration  position  on  funding  this  legislation. 

Mr.  Natcher.  How  much  money  did  the  Dade  County  school 
system  receive  in  1980  and  how  much  do  you  anticipate  they  will 
receive  in  1981? 

Mr.  Forbush.  In  fiscal  1980,  they  received  about  $5.5  million 
from  the  special  appropriations  for  aiding  Cuban  and  Haitian  chil- 
dren. In  addition,  they  received  $9.4  million  from  the  old  Cuban 
refugee  program  and  that  has  declined  to  $7.5  million  in  1981. 

Mr.  Natcher.  Can  you  tell  me  how  much  they  received  from  the 
Federal  Government  during  the  entire  history  of  this  program? 

[The  following  was  provided  for  the  record:] 

Mr.  Forbush.  Approximately  $200  million. 

Mr.  Natcher.  How  many  Cuban  and  Haitian  children  have  en- 
rolled in  the  Dade  County  schools  as  a  result  of  last  year's  boat 
lifts,  the  boats  that  arrived  with  these  people  aboard? 

Mr.  Forbush.  I  think  it  is  about  15,000. 

Mr.  Natcher.  Have  the  funds  appropriated  in  the  1980  supple- 
mental for  both  adult  and  children's  education  been  obligated? 
Mr.  Forbush.  Yes,  sir,  I  believe  they  have. 

Mr.  Lockhart.  Yes,  sir,  on  March  23rd  funds  were  obligated  to 
States  for  the  education  of  refugee  children.  Funds  for  adult  educa- 
tion assistance  have  been  committed.  Actual  obligations  will  be 
made  shortly. 

Mr.  Natcher.  March  23rd. 

Mr.  Lockhart.  Yes.  Those  funds  are  obligated  by  the  Federal 
Government  to  the  State  Departments  of  Education  who  in  turn 
make  subgrants  to  the  local  educational  agencies. 

So  the  local  education  agencies  should  be  getting  their  funds  any 
day  now.  The  States  have  up  to  60  days  to  make  their  subgrants. 

ELIGIBILITY  LIMITATIONS 

Mr.  Natcher.  The  Refugee  Act  of  1980  places  a  limit  of  three 
years  on  Federal  aid  which,  I  believe,  became  effective  on  April  1st. 
Mr.  Forbush.  Yes,  sir. 
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Mr.  Natcher.  We  understand  that  legislation  has  been  intro- 
duced to  extend  the  date  through  1982.  Can  you  tell  us,  if  you  will, 
please,  what  the  cost  of  that  legislation  would  be  in  1981  and  1982 
and  also,  tell  us  if  the  Administration  has  taken  a  position  on  this 
extension? 

Mr.  Forbush.  It  would  cost  approximately  $50  million  in  1981 
and  I  believe  about  $70  million  in  1982  to  implement  that  legisla- 
tion. 

I  testified  before  the  House  Judiciary  Committee  in  opposition  to 
that  bill,  largely  on  the  grounds  that  there  would  be  a  substantial 
budget  impact,  which  is  not  now  in  the  budget. 

This  is  also  the  first  time  that  we  thought  we  had  a  congression- 
al consensus  on  the  cut-off  for  the  transitional  aid  to  refugees.  We 
would  like  to  see  how  well  that  works  in  practice. 

ANNUAL  REPORT 

Mr.  Natcher.  When  can  we  expect  to  receive  the  annual  report 
provided  for  under  the  Refugee  Act? 

Mr.  Forbush.  Very  shortly,  Mr.  Chairman.  All  clearances  have 
been  achieved.  It  is  now  at  the  printers. 

PUERTO  RICO  FACILITY 

Mr.  Natcher.  Can  you  tell  us  how  much  money  has  been  spent 
refurbushing  Fort  Allen  as  a  refugee-processing  center? 

Mr.  Forbush.  We  spent  approximately  $17  million  to  date  in 
construction  and  operational  costs. 

Mr.  Natcher.  What  does  it  cost  per  month  to  maintain  this 
facility? 

Mr.  Forbush.  We  now  have  it  on  a  30-day  stand-by  basis  and 
that  costs  about  $250,000  per  month. 

Mr.  Natcher.  Have  you  resolved  the  legal  problems  associated 
with  the  use  of  the  Puerto  Rican  facility? 

Mr.  Forbush.  No,  we  haven't.  The  order  from  the  Federal  Court 
in  Puerto  Rico  has  been  appealed  to  the  Appeals  Court  in  Boston. 
No  decision  has  yet  been  made  on  that  appeal. 

Mr.  Natcher.  Now,  if  you  will,  Mr.  Forbush,  at  this  point  in  the 
record,  place  a  legal  analysis  and  a  statement  concerning  these 
problems  from  the  standpoint  of  Fort  Allen. 

Mr.  Forbush.  Yes,  sir. 

Mr.  Natcher.  At  this  point  in  the  record,  please. 
[The  information  follows:] 

Summary  of  Legal  Arguments  Related  to  Use  of  the  Fort  Allen  Facility 

The  Federal  District  Court  for  the  District  of  Puerto  Rico  has  granted  the  govern- 
ment of  Puerto  Rico  a  permanent  injunction  against  the  use  of  Fort  Allen  as  a 
holding  center  for  Cuban/Haitian  entrants.  A  reversal  of  this  decision  is  currently 
being  sought  by  the  Federal  government  through  appeal  to  the  U.S.  Court  of 
Appeals  for  the  First  Circuit.  The  Federal  government  has  filed  its  opening  brief  in 
that  appeal,  and  is  awaiting  receipt  of  the  government  of  Puerto  Rico's  reply  brief 
and  the  scheduling  of  oral  argument  in  the  case.  The  position  taken  by  the  Federal 
government  in  the  appeal  is  that  the  district  court  erred  in  each  of  its  findings  of 
legal  violations. 

The  district  court  found  that  the  Federal  selection  of  the  Fort  Allen  site  for  the 
proposed  holding  center  violated  subsections  102(1)  and  102(2)(E)  of  the  National 
Environmental  Policy  Act  (NEPA)  due  to  an  absence  of  "careful  consideration  of 
environmental  factors"  and  failure  to  "attempt  to  study,  develop,  and  describe 
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alternative  locations".  These  findings  are  incorrect  as  a  factual  matter  since  there  is 
abundant  evidence  that  the  Cuban/Haitian  Task  Force  considered  a  number  of 
alternatives  to  Fort  Allen  before  the  final  decision  to  use  that  site  was  made. 
Moreover,  it  is  clear  as  a  matter  of  law  that  the  NEPA  was  not  violated,  because 
the  Federal  decision  at  issue  was  a  decision  of  the  President,  exempted  from  the 
effect  of  that  Act.  (See  regulations  of  Council  on  Environmental  Quality  implement- 
ing the  NEPA,  at  40  C.F.R.  Section  1508.12). 

The  district  court  also  erred  in  finding  a  violation  of  the  Solid  Waste  Disposal  Act. 
This  claim,  in  fact,  had  been  effectively  waived  by  plaintiffs  in  the  lawsuit  prior  to 
trial.  In  addition,  the  court  rested  its  findings  of  a  violation  of  the  Solid  Waste 
Disposal  Act  on  a  provision  of  that  Act  (Section  6001,  42  U.S.C.  Section  6961)  which 
is  no  more  than  a  waiver  of  sovereign  immunity  subjecting  Federal  facilities  to 
Federal,  State,  and  local  pollution-control  requirements,  and  cannot  be  violated  per 
se.  Thus  the  Court,  although  ostensibly  finding  a  violation  of  the  Act,  failed  to  find 
any  specific  requirements  of  the  Act  that  had  been  violated.  Also,  because  the 
government  would  dispose  of  Fort  Allen's  solid  waste  through  a  private  contractor 
responsible  for  hauling  away  such  wastes,  neither  the  contractor's  selection  of  a 
disposal  site  nor  the  problems  of  a  landfill  located  away  from  the  Federal  facility 
can  serve  as  a  basis  for  Federal  liability  under  the  Solid  Waste  Disposal  Act. 

The  district  court  further  incorrectly  found  that  partially  treated  sewage  would  be 
released  into  the  coastal  zone  as  a  result  of  the  proposed  use  of  Fort  Allen,  and  that 
this  (as  well  as  the  landfill  problems  anticipated  as  a  result  of  the  disposal  of  solid 
waste)  would  constitute  a  violation  of  the  Coastal  Zone  Management  Act.  This 
finding  is  erroneous  in  that  it  ignores  uncontroverted  expert  testimony  and  repeated 
Federal  Government  representations  that  the  sewage  treatment  facility  is  and  will 
remain  capable  of  processing  sewage  effluent  associated  with  the  number  of  individ- 
uals to  be  held  at  Fort  Allen  in  a  manner  consistent  with  applicable  permits, 
regulations,  and  statutory  provisions. 

Furthermore,  based  upon  a  presidential  exemption  from  compliance  with,  inter 
alia,  Section  313(a)  of  the  Federal  Water  Pollution  Control  Act  relating  to  the 
discharge  of  effluent,  the  requirements  of  the  Coastal  Zone  Management  Act  are  not 
applicable  to  the  Federal  activities  contemplated  at  Fort  Allen.  Even  if  these  re- 
quirements were  applicable,  moreover,  the  Federal  Government  would  be  legally 
obligated  to  conduct  its  activities  consistent  with  the  Coastal  Zone  Management  Act 
only  "to  the  maximum  extent  practicable"  (see  16  U.S.C.  Section  1456(c)(1));  and  the 
intentions  of  the  Federal  Government  as  expressed  to  the  district  court  clearly  meet 
this  standard. 

The  district  court's  finding  of  a  violation  of  the  Federal  common  law  of  nuisance 
based  on  the  projected  activities  at  Fort  Allen  relating  to  sewage  treatment  and 
waste  disposal  is  also  erroneous,  both  because  the  Federal  Government  has  sover- 
eign immunity  in  the  face  of  such  a  claim,  and  because  an  enjoinable  public 
nuisance  cannot  arise  on  the  basis  of  a  wholly  anticipatory  claim. 

Finally,  the  Court  inappropriately  granted  injunctive  relief  based  upon  its  find- 
ings that  the  National  Historic  Preservation  Act  had  been  violated  by  the  Federal 
Government.  This  is  clear  based  upon  evidence  showing  that  Federal  officials  em- 
ployed a  competent  archeologist  to  determine  whether  the  undertaking  at  Fort 
Allen  would  affect  any  historic  sites  or  objects,  and  that  following  a  thorough  search 
this  expert  found  no  such  sites  or  objects. 

For  these  reasons,  the  Federal  Government  takes  the  position  that  the  ruling  of 
the  district  court  regarding  Fort  Allen  should  be  overturned  on  appeal. 

U.S.  CAMPS  CLOSURE 

Mr.  Natcher.  When  do  you  expect  to  close  down  the  camps  in 
the  United  States  mainland? 

Mr.  Forbush.  We  hope  that  Fort  Chaffee  will  be  closed  by  the 
end  of  August  as  requested  by  the  Governor  of  Arkansas.  In  fact, 
we  hope  to  beat  that  deadline. 

We  do  not  have  a  specific  date  chosen  and  announced,  but  we 
certainly  want  to  have  it  done  well  before  that  outside  deadline. 
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LONG-RANGE  RESETTLEMENT  CASES 

Mr.  Natcher.  How  do  you  intend,  Mr.  Forbush,  to  handle  the 
long-term  problems  concerning  mental  illness  and  criminal  records 
of  certain  Cubans  that  are  now  in  this  country? 

What  is  the  intention  now  of  the  Administration  along  this  line? 

Mr.  Forbush.  We  are  seeking  appropriate  mental  health  care  in 
non-Federal  facilities  for  those  Cubans  who  need  it. 

While  they  receive  this  care,  they  would  remain  a  Federal  re- 
sponsibility and  we  would  pay  the  full  cost.  We  hope  there  will  be  a 
substantial  rate  of  recovery  and  therapeutic  progress,  but  I  think  it 
is  only  fair  to  recognize  that  some  of  these  patients  will  require 
mental  health  care  for  many  years. 

Mr.  Natcher.  Mr.  Forbush,  what  about  those  with  serious  crimi- 
nal records? 

Mr.  Forbush.  The  Cubans  with  serious  criminal  records  are 
being  kept  in  the  Federal  prison  in  Atlanta,  Ga.  None  would  be 
released  that  would  be  judged  to  be  a  threat  to  society. 

HEALTH  SCREENING 

Mr.  Natcher.  How  much  money  have  you  budgeted  for  preven- 
tive health  activities  in  1982  and  how  does  that  compare  to  this 
year? 

Mr.  Forbush.  I  think  the  estimate  is  about  $7.1  million  in  1982, 
versus  $7.8  million  in  1981. 

Mr.  Natcher.  In  previous  years,  we  have  been  advised  that  the 
health  of  these  refugees  has  been  on  the  whole  quite  good.  What 
are  the  most  serious  health  problems  among  the  current  arrivals, 
Mr.  Forbush? 

Mr.  Forbush.  I  have  a  doctor  from  the  Public  Health  Service 
who  might  like  to  answer. 
Dr.  Robert  Knouss. 

Mr.  Natcher.  Suppose  you  stand  up,  if  you  would.  Go  ahead  and 
tell  us  about  this.  We  would  appreciate  it. 

Dr.  Knouss.  We  are  conducting  medical  screening  for  excludable 
illnesses  among  the  Indochinese  awaiting  resettlement  in  Thailand 
and  we  are  excluding  people  from  coming  to  the  United  States  who 
have  infectious  TB,  mental  insanity,  mental  retardation,  or  have 
other  '  'dangerous  contagious  diseases"  and  infectious  leprosy. 

Some  of  those  requirements  have  been  waived  under  the  suspen- 
sion of  excludability,  but  we  are  making  certain  that  people  are  not 
infectious  with  TB  or  syphilis  when  they  come  to  the  United 
States. 

After  they  arrive  in  the  United  States,  many  are  provided  health 
assessments  through  the  Public  Health  Service  hospitals  and  clin- 
ics or  by  local  health  departments  supported  by  grants.  We  are 
conducting  health  assessments,  trying  to  make  sure  that  we  are 
following  up  most  of  the  individuals  that  are  coming  to  the  United 
States. 

Through  the  medical  screening  and  local  follow-up,  we  feel  fairly  i 
confident  that  the  group  coming  to  the  United  States  is  not  posing 
a  serious  public  health  threat.  However,  many  do  have  personal 
health  problems. 


603 


Among  that  group,  we  are  finding  fairly  high  prevalence  of 
hepatitis  B  antigen,  positive  skin  tests  for  TB. 

Mr.  Natcher.  Right  at  that  point,  Doctor,  excuse  me  for  inter- 
rupting you,  but  as  far  as  TB  is  concerned,  do  we  have  cases  of 
unusual  TB  where  medicines,  and  antibiotics  and  so  forth  seem  to 
take  no  effect? 

Dr.  Knouss.  We  are  continually  vigilant  through  the  centers  for 
disease  control,  Mr.  Chairman,  to  insure  that  the  treatment  being 
given  for  TB  is  effective. 

There  has  been  some  concern  that  we  may  be  seeing  drug-resis- 
tant strains  of  TB,  but  we  feel  that  that  is  not  posing  a  particular 
problem  at  the  present  time. 

There  is  also  concern  in  Thailand  that  we  are  going  to  see  drug- 
resistant  malaria.  But,  we  do  not  feel  there  is  any  public  health 
threat  in  the  United  States. 

We  are  finding  malaria  in  about  1  to  2  percent  of  the  cases.  We 
are  also  finding  a  high  rate  of  anemia,  malnutrition,  parasitic 
infections,  and  skin  infestations  among  people  coming  to  the 
United  States. 

Mr.  Natcher.  Doctor,  thank  you  very  much. 

Mr.  Livingston? 

Mr.  Livingston.  No  questions. 

Mr.  Natcher.  Mr.  Stokes? 

Mr.  Stokes.  Thank  you,  Mr.  Chairman. 

I  was  interested  in  one  of  your  responses  to  the  Chairman's 
question  Cubans  who  have  committed  serious  crimes. 

Can  you  tell  me  a  little  more  about  your  procedure  for  ascertain- 
ing, first,  whether  or  not  an  individual  has  a  criminal  background 
and,  second,  what  constitutes  a  serious  crime? 

Mr.  Forbush.  That  is  carried  out  by  the  Immigration  and  Natu- 
ralization Service  and  the  Department  of  Justice. 

I  am  not  familiar  with  the  details  of  that  process,  but  I  know 
that  they  go  through  what  they  call  an  "exclusion  hearing"  before 
an  Immigration  judge  and  try  to  establish  a  record  that  is  clear  in 
this  case. 

Mr.  Stokes.  I  see.  Perhaps  my  questions,  then,  ought  to  be  direct- 
ed to  the  Immigration  and  Naturalization  Service. 

I  would  be  concerned  more  about  the  procedural  aspects  of  the 
situation — the  length  of  time  that  the  service  can  keep  them  incar- 
cerated, and  so  forth. 

Since  all  the  crimes  would  have  been  committed  somewhere  else 
other  than  the  United  States,  presumably  

Mr.  Forbush.  Yes,  sir. 

Mr.  Stokes.  There  would  have  to  be  an  entirely  different  proce- 
dure. 

The  doctor,  who  just  testified  a  moment  ago,  mentioned  the 
incidence  of  VD  with  reference  to  these  refugees? 

Dr.  Knouss.  For  the  Indochinese  screened  overseas,  we  found  a 
rate  of  about  3  percent  having  a  positive  test  for  syphilis  during 
fiscal  year  1980. 

We  have  more  complete  data  for  the  Cuban  and  Haitian  en- 
trants, since  we  are  doing  the  screening  in  the  United  States  in  the 
camps. 
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We  are  finding  a  positive  test  for  syphilis  among  about  4.3  per- 
cent of  the  Cuban  entrants. 

The  rate  for  the  Haitians  is  far  higher,  about  19.2  percent.  But 
that  is  complicated  by  the  fact  that  a  nonvenereal  disease  that  is 
endemic  in  Haiti,  called  yaws,  also  produces  a  positive  result  for 
the  same  test. 

We  have  not  gone  to  the  expense  of  making  a  distinction  be- 
tween those  two  diseases  because  if  the  entrant  is  treated  for 
syphilis,  he  has  also  been  treated  for  yaws. 

Therefore,  we  have  been  treating  all  positive  reactors  with  peni- 
cillin. 

Mr.  Stokes.  To  what  degree  are  you  getting  cooperation  from 
refugees  concerning  treatment?  Are  you  finding  any  resistance?  Do 
you  feel  that  you  are  really  getting  the  opportunity  to  treat  the 
bulk  of  refugees  who  are  affected? 

Dr.  Knouss.  Of  course,  we  can  assure  that  the  people  who  are 
still  in  the  camps  are  receiving  effective  treatment  through  our 
own  of  primary  medical  services  and  screening. 

After  the  first  dose  of  penicillin,  we  are  confident  that  individ- 
uals with  syphilis  become  noninfectious.  At  that  point,  the  doses  of 
penicillin  that  are  required  to  rid  them  of  the  disease  become  a 
matter  of  personal  health  care. 

Upon  resettlement,  we  are  notifying  local  and  State  health  de- 
partments that  entrants  need  follow-up. 

We  have  a  tracking  system  for  entrants  with  TB  whereby  State 
and  local  health  departments  are  notified  that  someone  with  TB  is 
being  resettled  in  their  area.  We  are  relying  on  State  and  local 
health  departments  and  the  entrant  and  his  sponsor  to  assure 
follow-up  care. 

The  Centers  for  Disease  Control  are  now  putting  into  place  a 
computer  system  to  assure  that  we  get  notification  of  follow-up, 
which  would  be  a  60-  to  90-days  after  someone  has  been  resettled. 

For  the  Indochinese,  we  know  we  are  running  about  90  to  95 
percent  follow-up  at  this  time. 

Mr.  Stokes.  Mr.  Forbush,  do  we  have  any  data  describing  the 
degree  to  which  these  immigrants  are  assimulated  into  the  commu- 
nities, that  is,  any  collective  data  that  indicates  how  many  of 
refugees  actually  obtain  meaningful  employment,  how  many  go  on 
the  welfare  rolls;  how  many  go  into  business?  Is  that  kind  of  data 
available  for  the  record? 

Mr.  Forbush.  I  could  supply  some  information  for  the  record.  I 
think  that  the  most  telling  statistic  is  that  the  welfare  dependency 
rate  does  decline  over  time  and  that  after  three  to  four  years,  you 
will  see  rates  of  30,  20  percent. 

We  are  not  too  sure  how  this  is  going  to  play  out  with  the 
current  influx  of  Indochinese  and  Cuban-Haitian  entrants,  but  in 
the  past,  this  is  what  we  have  observed. 

Mr.  Stokes.  I  would  imagine  that  the  majority  of  refugees  would 
fall  into  the  category  of  being  semi-skilled  or  unskilled,  as  opposed 
to  skilled  workers,  right? 

Mr.  Forbush.  Yes,  sir.  That  is  where  social  services  and  job 
training  play  a  very  important  role. 

Mr.  Stokes.  Sure.  Thank  you  very  much. 

Thank  you,  Mr.  Chairman. 
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Mr.  Natcher.  All  right. 

HEALTH  PROBLEMS 

Now,  Mr.  Forbush,  is  the  care  for  refugees  which  is  provided  by 
the  Health  Services  Administration  restricted  to  follow-up  care  for 
conditions  identified  when  refugees  arrive? 

Mr.  Forbush.  No,  it  is  not.  It  includes  a  component  to  orient  the 
refugee  to  the  American  health  care  system.  It  is  not  just  a  follow- 
up  to  identify  individuals. 

OLD  CUBAN  PROGRAM 

Mr.  Natcher.  As  I  understand  the  budget  request  pending  before 
the  committee,  you  propose  to  terminate  the  old  Cuban  program  in 
1982  rather  than  phasing  it  out  in  1984,  is  that  correct? 

Mr.  Forbush.  Yes. 

Mr.  Natcher.  The  justification  indicates  that  all  of  the  pre-1978 
arrivals  are  now  self-sufficient.  What  evidence  do  you  have  to 
support  this  statement,  Mr.  Forbush? 

Mr.  Forbush.  I  don't  know  that  all  of  them  are  self-sufficient, 
but  a  very  substantial  number  are. 

I  think  we  can  certainly  call  this  program  a  success.  I  think  in 
the  light  of  the  need  to  revise  the  budget  and  save  Federal  dollars 
in  1982,  we  just  could  not  continue  the  five-year  phase-out. 

In  effect,  we  kept  this  at  three  years  like  the  three  years  in  the 
Refugee  Act  itself. 

Mr.  Natcher.  If  you  will  at  thjs  point  in  the  record  place  a 
statement  concerning  the  Cuban  refugees,  pre-1978,  as  to  self-suffi- 
ciency? 

Mr.  Forbush.  Yes,  sir. 

[Clerk's  note. — The  information  will  be  supplied  to  the  Commit- 
tee at  a  later  date.] 

CONSULTANT  SERVICES 

Mr.  Natcher.  Your  budget  materials  indicate  that  you  will 
spend  approximately  $1.5  million  for  consulting  services  in  1982. 
How  would  you  use  these  funds? 

Mr.  Forbush.  These  are  for  special  studies  and  evaluations 
which  we  cannot  carry  out  with  our  in-house  policy  staff.  We  do 
not  have  appointed  consultants. 

These  are  studies  to  be  carried  out  through  outside  study  groups 
and  we  hope  we  can  get  an  objective  evaluation  of  some  of  our 
critical  programs. 

Mr.  Natcher.  Such  as  what  now? 

Mr.  Forbush.  For  example,  the  effectiveness  of  social  services, 
the  effectiveness  of  English  as  a  second  language,  and  how  well  it 
leads  to  jobs,  things  of  that  sort. 

We  have  developed  an  evaluation  plan  for  fiscal  1981.  We  would 
be  happy  to  supply  a  list  of  those  projects  to  you. 
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TRAVEL  COST 

Mr.  Natcher.  Now,  in  spite  of  the  fact  that  you  are  given  a 
lower  profile  to  your  refugee  program  in  1982,  travel  seems  to  go 
up  some. 

Why  should  travel  costs  go  up  in  1982,  Mr.  Forbush? 

Mr.  Forbush.  I  think  there  is  a  very  substantial  need  to  do  a 
better  job  of  understanding  how  the  States  are  administering  these 
programs. 

We  talked  a  little  bit  earlier  about  a  difference  of  opinion  be- 
tween what  the  impact  of  this  flow  of  refugees  would  be  on  the 
part  of  the  States  and  counties  and  us. 

I  don't  think  we  understand  that  process  as  well  as  we  should.  I 
think  it  takes  travel  through  our  regional  offices  to  establish  that. 
Most  of  the  increase  proposed  for  1982  is  for  regional  office  travel. 

POSITIONS 

Mr.  Natcher.  How  many  of  your  current  positions  are  vacant  at 
this  time? 

Mr.  Forbush.  We  have  137  authorized  positions  and  there  are 
112  filled.  May  I  add,  though,  that  we  received  some  new  positions 
in  fiscal  year  1981,  but  because  of  the  various  freezes  in  the  last 
Administration  and  the  current  Administration,  we  are  not  able  to 
fill  those. 

Now  that  we  can  operate  on  the  basis  of  the  President's  revised 
budget,  we  will  fill  those,  I  think,  critical  vacancies. 
Mr.  Natcher.  All  right. 
Any  additional  questions,  Mr.  Livingston? 
Mr.  Livingston.  Thank  you,  Mr.  Chairman. 

Mr.  Forbush,  there  has  been  a  lot  of  discussion  about  the  unde- 
sirables. I  think  Mr.  Stokes  inquired  about  them. 

Can  you  just  tell  us  what  policies  the  Administration  is  going  to 
implement  with  respect  to  the  people  that  have  already  been  la- 
beled as  undesirable,  particularly  with  respect  to  the  Cuban  refu- 
gees? 

What  is  happening  to  those  people?  What  are  we  going  to  do 
with  them? 

Mr.  Forbush.  "Undesirables"  is  a  little  difficult  to  quantify  or  to 
define.  There  are  Cubans  at  Fort  Chaffee  who  raise  special  prob- 
lems, those  who  have  mental  illness,  those  who  have  committed  a 
crime  previously,  either  in  the  camp  or  before  they  got  there,  or 
people  who  we  would  judge  would  engage  in  antisocial  behavior  if 
released  on  their  own  recognizance  from  the  camp. 

We  are  trying  to  find  sponsors  and  organizations  to  deal  with 
them  who  will  provide  services  that  will  correct  the  problems  that 
we  see. 

I  mentioned  trying  to  find  placements  in  mental  health  facilities. 
One  hopes  over  time  that  these  people  will  progress  through  a 
therapy  program  and  eventually  be  able  to  function  in  a  self- 
sufficient  way  in  society. 

Similarly,  we  are  looking  at  projects  that  have  provided  services 
to  ex-offenders  on  the  theory  that  they  could  provide  the  kind  of 
behavioral  adjustment  necessary  to  teach  these  people  how  to  live 
in  the  United  States. 
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Mr.  Livingston.  Isn't  that  a  rather  risky  proposition? 
Mr.  Forbush.  It  is  risky,  but  I  don't  think  that  we  can  incarcer- 
ate people  forever  if  they  have  not  committed  a  crime. 
Mr.  Livingston.  I  certainly  agree  with  you. 

Is  there  any  agreement  with  Cuba  with  respect  to  taking  some  of 
these  people  back? 

Mr.  Forbush.  In  the  closing  days  of  the  Carter  Administration, 
there  were  negotiations  undertaken  with  the  Government  of  Cuba 
which  would  have  permitted  us  to  return  those  who  are  excludable 
under  our  immigration  laws. 

Unfortunately,  no  agreement  was  reached.  I  cannot  say  whether 
those  negotiations  will  be  reopened.  That  is  being  looked  at  by  this 
interagency  pilot  task  force. 

Mr.  Livingston.  There  has  been  some  controversy  regarding 
people  who  have  voluntarily  decided  to  return  to  Cuba  and  been 
turned  away? 

Mr.  Forbush.  Yes.  I  think  that  the  INS  has  a  record  of  more 
than  500  Cubans  who  would  like  to  go  back  to  Cuba.  Thus  far,  the 
Government  of  Cuba  has  not  permitted  them  to  come  back  and 
even  took  action  to  repel  people  who  had  gone  there  on  their  own. 

We  have  13  Cubans  now  in  custody  at  Krome-North  and  we  are 
treating  them  as  post-October  10  arrivals  and  will  be  considering 
them  for  exclusion  from  the  United  States. 

What  we  can  end  up  doing  with  them  is  hard  to  say. 

Mr.  Livingston.  I  understand  Cuba  usually  accepts  our  hijacked 
jetliners? 

Mr.  Forbush.  If  a  Cuban  national  has  hijacked  a  plan,  Cuban 
officials  put  the  person  in  prison. 
But  these  returnees,  they  will  not  accept. 
Mr.  Livingston.  Thank  you,  Mr.  Chairman. 

Mr.  Natcher.  Mr.  Forbush,  we  want  to  thank  you  and  your 
associates  for  appearing  before  our  committee  at  this  time  in 
behalf  of  your  budget  request  for  the  fiscal  year  1982. 

Thank  you  very  much. 

The  committee  will  now  adjourn  until  10  o'clock  in  the  morning. 
[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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Refugee  Assistance 

Mr.  Roybal:    What  is  lag  time  between  federal  statistics  on 
refugees  and  local  statistics?    I've  been  told  for  example  that  ORR 
figures  for  November,  1980  indicated  4700  Cuban  refugees  present  in 
Southern  California  while  in  L.A.  County  alone  10,000  applications  for 
welfare  had  been  received  from  this  group. 

Mr.  Forbush:    The  ORR  statistics  from  November,  1980  that  you 
have  referred  to  are  the  number  of  Cuban  entrants  that  were  initially 
resettled  in  Southern  California    The  larger  figure  would  reflect  some 
secondary  migration,  however,  it  may  also  reflect  the  lack  of  distinc- 
tion between  Cuban  refugees  and  entrants  by  L.A.  County. 

Mr.  Roybal:     I  note  that  you're  changing  the  cash  assistance 
provisions  for  refugees  by  reducing  benefits  by  half  for  the  last  18 
months  refugees  receive  assistance.    What  data  do  you  have  that  would 
support  this  reduction? 

Mr.  Forbush:    Eighteen  months  is  the  minimum  period  of  time  most 
of  the  voluntary  agencies  believe  refugees  need  to  become  minimally 
self-sufficient . 

Mr.  Roybal:    Aren't  we  simply  throwing  a  greater  burden  on  state 
and  local  governments  if  we  cut  benefits  this  way? 

Mr.  Forbush:    No.    In  all  cases  under  the  proposed  policy  change, 
States  would  be  reimbursed  for  its  share  of  AFDC  and  for  100  percent 
of  all  cash  assistance  provided  to  eligible  non-AFDC  refugees. 

Mr.  Roybal:    You  propose  to  reduce  the  social  services  for 
refugees  in  FY  82  by  19  million  dollars.    Please  indicate  how  much  of 
this  reduction  is  attributable  to  the  reduced  flow  of  refugees  and  to 
the  new  ORR  policy  to  fund  only  social  services  that  provide  self- 
sufficiency? 

Mr.  Forbush:    We  can  only  make  a  rough  estimate  of  these  figures. 
We  believe  that  30-355S  of  the  proposed  reduction  in  social  services  is 
attributable  to  reduced  refugee  admissions  in  FY  1982  and  65-70%  of  the 
proposed  reduction  is  due  to  greater  targetting  on  services  that  foster 
self-sufficiency . 
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Mr.  Roybal:    Beginning  in  FY  82  you  propose  to  eliminate  the  $30 
and  one-third  earned  income  disregard  for  general  cash  assistance. 
What  data  do  you  have  that  led  to  this  decision  and  aren't  we  en- 
couraging refugees  not  to  work  —  even  part-time  —  if  we  adopt  this 
policy? 

Mr.  Forbush:    Under  the  proposed  policy  change,  the  $30  and 
one-third  earned  income  disregard  would  no  longer  be  applied  in 
determining  the  cash  assistance  payment  of  refugee  assistance  reci- 
pients who  are  not  eligible  under  the  program  of  aid  to  families  with 
dependent  children  (AFDC).     The  exception  would  be  that  if  a  State 
used  this  disregard  in  its  general  assistance  (GA)  program,  the 
disregard  would  continue  to  be  applied  in  the  refugee  program.  Our 
most  recent  national  sample  survey  of  Vietnamese  refugees,  carried  out 
in  October-November  1980,  showed  that  approximately  13  percent  of 
refugee  households  were  receiving  supplementary  cash  assistance  and 
also  had  earned  income,  so  the  earned  income  disregard  was  used  in 
determining  the  amount  of  their  assistance  payment. 

The  principal  reason  for  the  proposed  policy  change  is  to  achieve 
greater  equity  between  non-AFDC  refugees  and  non-refugees.    We  believe 
that  it  can  effect  a  reduction  in  cash  assistance  costs  without 
affecting  refugee  employment  since  employable  refugees  are  required  to 
accept  appropriate  job  offers. 
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Mr.  Roybal:     I've  been  told  that  in  Los  Angeles  County  refugees 
are  competing  with  residents  for  limited  CETA  training  slots.  Has 
this  been  the  case? 

Mr.  Forbush:    While  we  know  that  some  refugees  have  been  accepted 
into  the  CETA  program,  we  have  not  been  able  to  determine  the  numbers 
of  such  trainees. 

Mr.  Roybal:    Now  that  we're  eliminating  many  CETA  programs,  what 
job  training  oppotunities  will  refugees  have? 

Mr.  Forbush:    With  the  restriction  of  CETA,  the  refugees'  training 
will  be  provided  principally  through  ORR  social  services  grants  to  the 
States. 

Mr.  Roybal:    One  of  the  concerns  of  the  State  of  California  is 
reimbursement  for  health  services  for  refugees.    Will  there  be  a 
shortfall  of  federal  monies  to  states  in  FY  1981  or  FY  1982? 

Mr.  Forbush:    States  have  indicated  that  they  believe  the  Refugee 
program  does  not  have  sufficient  resources  to  meet  their  needs  for  the 
balance  of  FY  1981.    The  Department  is  currently  monitoring  and 
assessing  the  situation.    If  there  is  a  funding  shortage,  the  Depart- 
ment will  take  the  appropriate  steps.    Should  there  be  a  shortfall  in 
FY  1981,  then  there  may  be  one  again  in  FY  1982  because  the  FY  1982 
budget  uses  several  of  the  budget  assumptions  used  in  FY  1981. 
However,  it  is  premature  to  speculate  on  FY  1982  before  the  situation 
in  FY  1981  is  clear. 

Mr.  Roybal:    What  have  refugee  health  care  costs  reimbursed  by 
the  federal  government  run  for  the  state  of  California  in  FY  80 
and  FY  81,  and  what  are  the  projections  for  FY  82? 

Mr.  Forbush:    In  FY  1980,  California  has  claimed  $15.8  million 
for  medical  assistance  costs.    The  state  has  indicated  more  claims  for 
1980  will  be  forthcoming  shortly.    So  far  for  1981,  California  has 
only  identified  their  first  quarter  medical  expenditures  of  $6.8 
million  and  unliquidated  obligations  of  $6.5  million,  for  a  total  of 
$13.3  million.    Their  second  quarter  1981  expenditure  report  was  due 
in  April,  and  has  not  yet  been  received.  .    There  are  no  official 
estimates  of  California's  1982  needs  for  medical  assistance.  However, 
we  expect  that  California  will  continue  to  receive  the  largest  share 
of  the  available  medical  assis- 
tance funds  in  FY  1982. 

Mr.  Roybal:  How  much  will  be  allocated  to  each  issue  area  of 
consultant  services  that  you  list  on  page  27  of  the  Justifications 
for  FY  82? 

Mr.  Forbush:    The  projects  listed  below  for  FY  82  are  tentative. 
ORR  is  currently  preparing  its  FY  '82  Evaluation  Plan  for  submission 
to  the  Office  of  the  Secretary  by  June  30.    Below  are  some  examples 
of  the  projects  under  consideration: 

—  An  evaluation  of  the  nature  and  quality  of  the  employment/manpower 
services  being  provided  to  refugees. 

—  An  evaluation  of  the  positive  and  negative  effects  which  high 
impact  of  refugee  resettlement  have  on  local  community  resources. 
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—    A  study  of  the  role  which  ethnic  refugee  communities  and  organiza- 
tions play  in  the  resettlement  of  newly  arriving  refugees. 

Mr.  Roybal:    Of  the  2000  unaccompanied  minors  that  came  over  in 
1980,  how  many  ended  up  with  families,  in  institutions  or  are  still  in 
the  camps? 

Mr.  Forbush:    Virtually  all  of  Southeast  Asian  unaccompanied  minor 
refugees  are  in  foster  care  or  small  group  homes.    We  do  not  place 
these  minors  into  institutions  except  during  the  first  few  days  they 
are  in    the  U.S.    None  are  in  camps  here  in  the  U.S.    We  do  not  have 
data  from  the  U.N.  High  Commission  for  Refugees  on  the  numbers  of 
unaccompanied  minors  in  refugee  camps  in  Southeast  Asia. 

Mr.  Roybal:    For  the  record,  please  list  the  total  number  of 
Soviet  refugees  admitted  into  this  country  by  year  for  the  past  10 
years. 

Mr.  Forbush:    Over  87,000  Soviet  refugees  have  entered  this 
country  in  the  last  ten  years. 

Mr  Roybal:    You  propose  to  eliminate  funding  for  the  Cuban 
Refugee  program  in  FY  82.    As  you  know,  this  has  been  a  matter  of 
great  controversy  in  Congress.    Since  we've  already  planned  an  orderly 
phase-out  of  this  program,  why  is  there  a  need  to  move  up  its  elimi- 
nation. 

Mr.  Forbush:    We  have  eliminated  this  program  for  three  primary 
reasons.    First,  beginning  in  FY  1982,  all  of  the  early  Cuban  refugees 
served  by  this  program  will  have  been  in  the  United  States  for  more 
than  three  years.    Under  the  Refugee  Act  of  1980  assistance  to  refu- 
gees not  covered  by  the  Cuban  Phasedown  is  limited  to  three  years. 
Termination  of  this  program  in  FY  1982  would  treat  those  refugees 
covered  by  the  Cuban  Phasedown  Program  consistent  with  all  other 
refugees  served  under  the  Refugee  Act  of  1980.    Second,  virtually  all 
of  the  early  Cuban  refugees  have  achieved  self  sufficiency  and  are  no 
longer  in  need  of  special  federal  assistance.    For  example,  in  1977 
the  average  annual  income  of  Cuban  refugee  families  was  equal  to  96% 
of  the  average  family  income  in  the  United  States.    Finally,  this 
program  has  been  in  existence  since  1962.    In  the  twenty  years  since 
the  program's  inception  over  $1.5  billion  in  special  Federal  assis- 
tance has  already  been  provided  to  these  early  Cuban  refugees.  Given 
the  success  of  the  Cubans  in  achieving  self-sufficiency  and  the  level 
of  support  which  has  already  been  provided,  we  believe  the  program  has 
achieved  its  original  objectives. 

Mr.  Roybal:    How  far  are  we  in  developing  a  demographic  data  base 
on  the  refugee  population  that  you  mention  on  page  23  of  the  Justifica- 
tions? 

Mr.  Forbush:    We  have  made  good  progress  toward  developing  the 
demographic  data  base.    Our  computer  file  now  contains  data  on  approx- 
imately 300,000  Southeast  Asian  refugees,  collected  at  the  time  of 
entry.    We  recently  initiated  a  monthly  statistical  report  on  arriving 
refugees,  containing  information  on  State  of  destination,  age-sex 
compostion,  national  sponsoring  agency,  and  country  of  birth.    We  are 
working  to  correct  errors  in  the  older  records  and  to  expand  the 
coverage  to  other  groups  of  refugees.    We  will  soon  be  able  to  report 
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on  counties  and  cities  of  destination.    We  are  also  working  to  incor- 
porate the  data  to  be  gathered  at  the  time  of  adjustment  of  status,  as 
specified  in  the  Refugee  Act,  and  to  develop  a  file  to  accomodate  the 
special  reporting  requirements  on  unaccompanied  minors. 

Mr.  Roybal:    How  much  money  will  be  spent  on  developing  this 
demographic  data  base  on  refugees  in  FY  1982? 

Mr.  Forbush:    We  estimate  that  approximately  $620,000  will  be 
spent  in  FY  1982. 

Mr.  Roybal:    I've  been  informed  by  the  health  educators  in 
Southern  California  that  the  TB  rates  for  refugees  are  much  higher 
than  the  population  at  large.    How  much  money  is  being  allocated  to  TB 
check-ups  for  refugees  in  FY  81 ,  in  FY  82? 

Mr.  Forbush:    In  FY  1981,  $4,889,000  is  provided  for  grants  for 
refugee  health  assessments.    $5,132,000  is  requested  for  FY  1982 
for  this  purpose. 

Refugee  health  project  grant  funds  are  neither  requested  nor 
awarded  by  disease  category.    Rather,  they  are  used  to  pursue  the 
objective  of  providing  health  assessments  of  which  the  testing,  treat- 
ment and  followup  of  tuberculosis  is  but  one  component. 

Given  the  fact  that  most  Southeast  Asian  refugees  have  a  tradi- 
tional and  cultural  reticence  towards  Westernized  health  care,  which 
is  unfamiliar  to  them,  and  that  many  of  the  current  arrivals  do  not 
speak  English  well,  if  at  all,  most  of  the  46  grantees  are  using  their 
grant  funds  to  mainstream  the  refugees  into  the  local  health  system  by 
(1 )  using  outreach  workers  to  contact  them  upon  their  arrival  in  the 
community,  and  (2)  providing  interpreters  at  the  clinic. 

Whenever  tuberculosis  is  identified  in  a  refugee,  the  case  is 
referred  to  the  local  tuberculosis  control  program,  the  support  of 
which  comes  from  funds  made  available  by  State  and  local  government. 

Mr.  Roybal:    Your  assumption  that  only  60%  of  refugees  will 
respond  to  health  outreach  programs  is  based  on  what  experience?  How 
can  we  improve  this?    Are  there  differential  rates  among  the  different 
groups  of  refugees? 

Mr.  Forbush:    The  assumption  that  60%  of  the  refugees  will 
receive  health  assessments  under  the  grant  program  is  an  estimate. 
This  program  has  been  operating  for  little  more  than  half  a  year. 
Therefore,  more  definitive  information  is  not  yet  available. 

Staff  the  Center  for  Disease  Control  (CDC)  have  reviewed  the 
projects  in  over  50%  of  the  States  with  grants  and  have  found  that 
States  are  concentrating  their  grant  resources  in  localities  having 
the  highest  density  of  refugees.    In  these  areas,  CDC  observes  that 
probably  75-95%  of  arriving  Southeast  Asian  refugees  are  receiving 
health  assessments.    Based  on  this  observation,  probably  40-60%  of  all 
arriving  Southeast  Asian  refugees  are  receiving  a  health  assessment. 
There  is  no  indication  to  date  that  the  various  groups  of  refugees  are 
differentially  responsive  to  the  outreach  projrams. 

As  more  experience  is  gained  with  these  health  assessment  out- 
reach programs,  continuing  gaps  may  be  identified  and  studied  improve- 
ments implemented. 
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Mr.  Roybal:     For  FY  1982,  you  propose  to  limit  ed- 
ucation assistance  for  refugee  children  to  one  year  in- 
stead of  two.     What  data  do  you  have  to  support  this 
decision? 

Mr.  Forbush:  The  decision  to  limit  assistance  for 
refugee  children  to  the  most  recent  arrivals  was 
dictated  by  resource  constraints.     With  fewer  resources, 
it  is  always  necessary  to  try  to  concentrate  assistance 
on  the  most  critical  educational  needs. 

Mr.  Roybal:     Have  any  studies  been  made  on  how  pro- 
ficient refugee  children  become  in  English  in  one  year 
or  two  years? 

Mr.  Forbush:     The  Department  of  Education  reports 
that  the  rate  at  which  a  refugee  child  attains 
proficiency  in  the  English  language  is  dependent  on  a 
number  of  variables  including  the  child's  level  of 
proficiency  in  the  English  language  and  native  language, 
the  child's  knowledge  of  other  languages,  the  child's 
educational  experience,  academic  aptitude,  and  the 
supplementary  educational  services  available  to  the 
child.     Based  on  the  experiences  reported  by  States  and 
local  school  districts  that  provide  supplementary 
education  services  to  refugee  children  and  to  children 
of  limited  English  proficiency,  they  estimate  that,  on 
the  average,  refugee  children  require  approximately  two 
to  three  years  of  supplementary  education  assistance. 
However,   some  refugee  children  may  need  more  than  three 
years  of  services  because  of  previous  lack  of  schooling 
and  other  education-related  problems. 

Mr.  Roybal:     One  of  the  things  I  hear  consistantly 
from  Southern  California  educators  is  that  Indochinese 
refugees  represent  a  great  number  of  cultures  and 
languages.     In  many  cases  schools  don't  even  have 
teaching  materials  in  the  proper  language.     How  will 
your  decision  to  limit  educational  assistance  to  one 
year  affect  these  school  districts? 

Mr.  Forbush:     The  availability  of  curriculum 
materials  in  the  Indochinese  languages  is  improving  with 
time.     There  are  a  number  of  nonprofit  and  profit 
organizations  that  have,  since  the  Federal  education 
assistance  programs  began  several  years  ago,  been 
involved  in  the  development  and  dissemination  of 
curriculum  materials  in  the  Indochinese  languages. 
Information  on  the  availability  of  materials  may  be 
obtained  from  the  National  Clearinghouse  for  Bilingual 
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Education  funded  under  the  Bilingual  Education  Act 
(Title  VII  of  the  Elementary  and  Secondary  Education 
Act,  as  amended  by  P.L.  95-561).     Financial  assistance 
provided  under  this  program  may  be  used  to  obtain 
cirriculum  materials.     If  lack  of  appropriate  curriculum 
materials  is  a  critical  problem  for  Southern  California 
educators,  assistance  provided  for  supplementary 
education  could  be  concentrated  on  the  acquisition  of 
curriculum  materials  in  the  Indochinese  languages. 

Mr.  Roybal:     How  much  money  from  Education  Assis- 
tance for  Refugee  Children  has  California  received  in 
FY  80  and  FY  81  and  how  much  would  it  receive  if  the 
present  Administration  proposal  were  to  be  adopted? 

Mr.  Forbush:     According  to  information  supplied 
by  the  Department  of  Education,  California  received 
$6.7  million  dollars  to  provide  assistance  to  39,413 
eligible  children  under  the  Transition  Program  for 
Refugee  Children  from  FY  1980  supplemental  appropri- 
ation funds.     If  California  continues  to  have  the  same 
relative  proportion  of  eligible  school-age  refugee 
children,  its  share  of  a  $44  million  program  would  be 
approximately  $10  million. 

Cuban  Entrants  at  Fort  Chaffee 

Mr.  Roybal:     I  am  very  concerned  about  the  Cuban 
refugees  and  the  continued  unrest  we  hear  about  in  the 
refugee  camps.     How  many  Cuban  refugees  are  still  present 
at  Fort  Chaffee,   Indian  Town  Gap  and  the  camp  in  Wisconsin? 

Mr.  Forbush:     Since  October  1980,  Fort  Chaffee  in 
Arkansas  has  been  the  only  federal  processing  center  for 
Cubans  in  operation.     As  of  May  5,   1981,   2,053  Cubans 
remain  at  Fort  Chaffee. 

Mr.  Roybal:     What  are  the  demographics  of  this  group 
that  remains  in  the  camps?     Do  we  still,  for  example,  have 
families  living  in  the  camps?    What  about  children  under 
the  age  of  16  years? 

Mr.  Forbush:     More  than  97%  of  the  2,053  Cubans 
remaining  at  Fort  Chaffee  are  male.     About  60%  of  the 
total  are  between  18  and  29  years  of  age.     Almost  30% 
fall  in  the  30-44  age  group.     Most  have  a  grade  school 
or  middle  school  level  education.     As  of  May  5,   1981,  J 
there  were  20  family  members  and  14  children  under  16 
years  of  age  in  Fort  Chaffee. 
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Mr.  Conte:    I  notice  in  the  area  of  general  Refugee  Assistance 
you  are  asking  the  Committee  to  provide  language  that  would  make  funds 
available  for  the  next  two  fiscal  years.    Why  are  you  seeking  that 
extended  availability? 

Mr.  Forbush:    We  are  requesting  language  that  allows  the  funds 
appropriated  to  remain  available  through  September  30,  1983,  so  that 
the  Refugee  Program  has  greater  flexibility.    In  planning  our  budget 
for  future  years,  it  is  difficult  to  estimate  exactly  refugee  admis- 
sions levels.    The  actual  flows  may  vary  considerably  and  are  not 
under  our  control.    Also,  if  we  had  the  flexibility  to  carry  funds 
ahead  one  fiscal  year,  we  may  be  able  to  reduce  our  future  appro- 
priation requests. 

Mr.  Conte:    Can  you  give  us  an  idea  of  how  many  refugees  have 
been  arriving  in  this  country  during  the  past  two  years:  how  many  in 
FY  1980  and  how  many  are  currently  projected  for  Fiscal  1981? 

Mr.  Forbush:    Refugee  arrivals  in  FY  1980  numbered  217,000: 
167,000  Southeast  Asians;  27,000  Soviets;  14,000  Cubans  (not  includ- 
ing the  entrants);  and  9,000  others.    Refugee  arrivals  in  FY  1981, 
through  March  31,  1981,  numbered  75,647:    61,000  Southeast  Asians, 
4,217  Soviets,  and  10,430  others. 

Mr.  Conte:    If  I  am  not  mistaken,  you  projected  initially  about 
14,000  per  month  for  FY  1981  in  Southeast  Asian  refugees  alone. 
Hasn't  the  reality  been  considerably  lower  than  that  figure? 

Mr.  Forbush:    The  State  Department  did  estimate  that  168,000 
Southeast  Asian  refugees  would  arrive  during  FY  1981,  or  14,000  per 
month.    Through  March  31,  1981,  61,000  Southeast  Asian  refugees  have 
arrived,  or  10,000  per  month,  although,  as  we  testified  on  April  28, 
we  expect  an  increase  in  arrivals  in  the  second  half  of  this  year, 
leaving  the  total  arrival  figure  some  what  below  our  original  estimate. 

Mr.  Conte:  We  appropriated  $516  million  for  Refugee  Assistance 
in  fiscal  year  1980.  Were  all  of  those  moneys  expended  or  were  some 
carried  over  into  fiscal  1981? 

Mr.  Forbush:    The  Congress  approved  $516  million  for  Refugee 
Assistance  for  FY  1980.    Of  that  amount,  $23.2  million  was  earmarked 
for  Education  Assistance  for  Children,  and  Congress  approved  language 
that  made  these  funds  available  for  obligation  until  March  30,  1981 . 
HHS  transferred  these  funds  to  the  Department  of  Education,  which  in 
turn  made  the  actual  awards  to  the  States  and  local  school  districts 
prior  to  March  30,  1981.    Congress  did  not  provide  authority  to  allow 
the  carryover  of  the  remaining  $493.7  million  from  FY  1981  to  FY  1982. 
Prior  to  September  30,  1980,  about  $476.4  million  in  Refugee  Assis- 
tance was  obligated.    This  left  $17.3  million  unobligated,  which  re- 
presented lapsed  funds  returned  to  the  Treasury. 
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Mr.  Conte:    I  realize  that  under  law  refugee  assistance  is 
provided  for  up  to  36  months  after  a  refugee's  arrival.    My  question 
is,  what  percentage  of  refugees  actually  receive  benefits  for  36 
months  and  what  efforts  are  made  to  get  them  off  of  assistance  pay- 
ments before  the  36  months  is  up? 

Mr.  Forbush:    There  are  ho  nationwide  data  covering  the  average 
length  of  time  that  refugees  receive  cash  assistance  or  the  percent 
of  refugees  receiving  it  for  any  length  of  time.    The  percentage  of 
refugees  receiving  cash  assistance  varies  widely  from  place  to  place 
due  to  the  interplay  of  numerous  factors,  including  size  and  charac- 
teristics of  the  refugee  population,  local  unemployment  rate,  size  of 
the  welfare  payment,  philosophy  of  the  local  voluntary  agencies 
assisting  the  refugees,  and  other  factors. 

Given  these  caveats,  we  have  some  research  data  to  illustrate  the 
extent  to  which  refugees  use  some  sort  of  assistance.    A  study  of  445 
refugees  of  all  nationalities  conducted  in  January  1981  showed  that 
46%  of  them  had  never  received  cash  assistance,  while  42%  were  then 
receiving  it  and  had  received  it  for  an  average  of  twelve  months.  The 
other  12%  of  those  refugees  studied  no  longer  received  cash  assistance 
but  had  received  it  for  an  average  of  ten  months.    Our  experience  to 
date  shows  that  about  two  percent  of  all  refugees  need  assistance 
for  a  prolonged  period  of  time  due  to  age  or  disability.  Also, 
experience  shows  that  the  more  recent  refugee  arrivals  need  assistance 
for  a  longer  period  of  time  due  to  their  lower  level  of  education  and 
transferable  work  skills. 

Efforts  are  made  to  teach  refugees  English  and  provide  them  with 
job  training  to  help  them  become  self-sufficient.    The  social  services 
funds  are  provided  to  the  States  to  reduce  refugee  dependence  on  cash 
assistance. 

Mr.  Conte:  On  the  average,  how  long  does  it  take  for  refugees  to 
become  self-supporting  and  independent? 

Mr.  Forbush:  This  is  a  difficult  question  to  answer  because  I  do 
not  believe  there  is  an  "average"  refugee.  Each  refugee  is  unique  and 
has  his  or  her  own  special  situation. 

Some  refugees  become  self-supporting  almost  immediately,  without 
having  to  rely  on  cash  assistance.    Some  have  to  rely  on  cash  assis- 
tance while  they  acquire  sufficient  English  or  job  skills  to  become 
employed.    A  few,  presently  2%,  may  require  assistance  on  a  long-term 
asis  because  of  age  or  disability.    A  survey  done  in  October-November 
1980  of  Southeast  Asian  refugees  showed  decreasing  dependency  on  cash 
assistance  as  length  of  time  in  the  country  increased.    Persons  who 
entered  in  1975  had  a  15%  dependency  rate  while  more  recent  arrivals 
are  more  dependent  on  the  assistance.    The  survey  also  indicated  that 
of  the  households  receiving  cash  assistance,  41%  were  receiving 
reduced  payments  as  a  supplement  to  low  earnings. 

Mr.  Conte:    Similarly,  can  you  tell  us  what  percentage  of  refu- 
gees admitted  to  this  country  do  not  receive  federal  assistance? 
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Mr.  Forbush:    Again,  this  is  difficult  to  answer  because  there 
are  so  many  types  of  federal  assistance  available  to  refugees.  The 
study  mentioned  earlier  found  that  465S  of  those  refugees  had  never 
received  cash  assistance.    However,  those  refugees  may  have  received 
food  stamps  or  participated  in  social  services  programs  for  which  they 
are  also  eligible.    However,  I  must  underscore  the  fact  that  refugees 
who  receive  assistance  are  not  always  entirely  dependent  on  it  for 
their  support.    Rather,  refugees,  as  do  our  resident  poor,  often 
receive  assistance  solely  to  supplement  their  earnings  to  meet 
minimum  family  needs. 

Mr.  Conte:    Under  State  Administered  Programs  I  realize  that  the 
Federal  government  is  required  by  law  to  reimburse  the  States,  but  I 
wonder  if  you  have  any  data  on  the  number  of  States  that  provide 
assistance  to  refugees  without  federal  reimbursement  and  any  dollar 
figure  on  that? 

Mr.  Forbush:    We  believe  that  nearly  all  States  are  providing 
some  degree  of  services  to  refugees  without  receiving  reimbursement, 
because  the  refugees  are  heavy  users  of  Adult  Basic  Education  (ABE) 
and  English  as  a  Second  Language  (ESL)  programs.    Adult  Basic  Educa- 
tion, in  particular,  tends  to  be  delivered  through  the  States'  general 
education  system  and  not  to  be  charged  to  the  refugee  program.  This 
is  also  true,  to  a  lesser  degree,  of  ESL. 

Alaska  is  the  sole  State  which  is  not  a  participant  in  the 
Refugee  Resettlement  Program.    Besides  providing  ABE,  ESL  and  employ- 
ment services,  Alaska  is  aiding  its  refugee  with  maintenance  and 
medical  assistance.    Our  most  current  figures  on  the  level  of  this  aid 
relate  to  FY  1980  when  the  cash,  medical  and  administration  costs  were 
approximately  $60,000.    At  that  time,  about  500  refugees  were  residing 
in  the  State. 

Mr.  Conte:  Are  there  any  problems  determining  which  refugees  are 
eligible  for  assistance  and  which  are  not?  Do  you  sense  that  there  is 
some  fraud  and  abuse  in  the  program?    How  much? 

Mr.  Forbush:    Except  for  problems  related  to  language  barriers  we 
do  not  believe  that  determining  refugee  eligiblity  for  assistance 
differs  from  problems  of  determining  eligibility  of  non-refugees.  We 
are  aware  of  only  a  few  cases  of  alleged  fraud  and  abuse  which  were 
identified  by  the  States.    We  continue  to  work  with  the  States  to  try 
to  tighten  up  the  administration  of  these  programs  and  to  investigate 
problems  that  come  to  our  attention.    We  are  not  able  to  estimate  a 
total  figure  for  losses  due  to  fraud  and  abuse. 

Mr.  Conte:    I  know  we  have  all  heard  some  concern  expressed  over 
the  past  year  or  two  that  there  is  not  equity  of  treatment  to  needy 
persons.    Specifically,  I  am  referring  to  concerns  that  some  claim 
that  refugees  can  receive  more  assistance  than  other  needy  non-refu- 
gees.   Do  you  have  concerns  about  this  issue  and  can  you  shed  any  light 
on  the  reality  of  these  inequities? 

Mr.  Forbush:    Refugee  assistance  is  based  on  a  State's  financial 
eligibility  standards  and  payment  levels  in  its  program  of  aid  to 
families  with  dependent  children  (AFDC).    However,  a  needy  refugee  may 
receive  assistance  without  regard  to  the  family-composition  requirements 


618 


which  apply  in  AFDC.    The  purpose  of  providing  aid  to  refugees  without 
regard  to  family  composition  is  to  prevent  a  needy  refugee  from 
becoming  a  burden  on  State  or  local  public  or  private  resources  and  to 
avoid  undue  hardship  to  refugees  during  their  transitional  period  into 
American  life.     If  a  State  or  locality  has  an  ongoing  general  assis- 
tance program  which  is  comparable  to  its  AFDC  program,  there  is  no 
inequity  between  aid  to  refugees  and  non-refugees.     If  there  is  no 
State  or  local  general  assistance  program,  or  a  general  assistance 
program  which  is  more  limited  than  the  State's  AFDC  program,  some 
inequity  occurs  during  the  36-month  period  when  refugee  assistance  may 
be  provided  under  the  Refugee  Act  of  1980. 

Mr.  Conte:    Further,  if  there  are  such  inequities,  what  are  you 
doing  to  attempt  to  eliminate  the  inequities? 

Mr.  Forbush:    ORR  has  proposed  a  regulatory  change  that  would 
limit  the  assistance  provided  to  refugees  who  live  in  States  without  a 
general  assistance  program  or  with  a  general  assistance  program  more 
limited  than  the  State's  AFDC  program.    These  refugees  in  need  would 
receive  benefits  more  in  line  with  those  benefits  available  to  other 
needy  citizens.    The  FY  1982  budget  request  is  based  on  these  changes 
in  refugee  policy  which  would  lessen  existing  inequities  while  still 
making  aid  available  to  truly  needy  refugees  during  their  first  36 
months  in  the  U.S. 

Mr.  Conte:     I  see  that  your  fiscal  1982  budget  calls  for  the 
drastic  reduction  of  the  old  (1962  begun)  Cuban  Refugee  program.  You 
propose  to  end  it  in  FY  1981  rather  than  waiting  till  1983.    I  am 
curious,  how  much  has  the  federal  government  paid  out  in  this  program 
over  its  twenty  years? 

Mr.  Forbush:    Since  the  inception  of  the  Cuban  Refugee  Program  in 
1961  through  the  end  of  FY1980,  the  federal  government  has  spent 
nearly  $1.38  billion  on  the  program. 

Mr.  Conte:    Are  Cuban  refugees  that  entered  this  country  since 
1978  eligible  for  assistance  under  the  general  refugee  assistance 
program? 

Mr.  Forbush:    Cuban  refugees  who  entered  this  country  since  1978 
are  eligible  for  assistance  under  the  general  refugee  assistance 
program.    However,  they  are  subject  to  the  same  36-month  limitation  on 
their  refugee  benefits  as  are  other  refugees. 

Mr.  Conte:    How  many  refugees  are  assisted  each  year  by  "Volun- 
tary Agencies"? 

Mr.  Forbush:    The  Voluntary  Agencies  handle  all  refugees  coming 
into  the  United  States,  with  the  exception  of  the  small  number  of 
individuals  who  gain  refugee  status  as  applicants  for  asylum. 

Mr.  Conte:    In  particular,  I'd  be  curious  about  the  number  of 
Soviet  refugees  assisted  in  resettlement  through  voluntary  agencies 
receiving  matching  federal  funds? 

Mr.  Forbush:    In  FY  1980,  about  23,000  Soviet  refugees  entered 
the  U.S.  and  were  assisted  by  voluntary  agencies,  receiving  matching 
funds.    During  the  current  year,  no  more  than  9400  are  expected. 
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Mr.  Conte:    Are  there  many  fewer  of  these  refugees  than  you 
anticipated?  Why? 

Mr.  Forbush:    The  numbers  of  Soviets  granted  exit  visas  fluc- 
tuate within  wide  limits.    The  reasons  for  this  fluctuation  are 
difficult  to  identify  but  appear  to  relate  to  the  internal  political 
and  economic  conditions  of  the  USSR  as  well  as  to  questions  of  inter- 
national politics. 

Cuban/Haitian  Domestic  Assistance 

Mr.  Conte:     In  the  Cuban  Haitian  Domestic  Assistance  program  you 
point  out  that  the  $100  million  appropriated  in  FY  1980  has  not  been 
spent  and  is  therefore  available  for  carry-in  into  FY  1981.    Why  is 
that  entire  amount  still  available? 

Mr.  Forbush:    $100  million  was  appropriated  to  the  President 
under  Chapter  III  of  the  Supplemental  Appropriations  and  Rescission 
Act  of  1980  (Public  Law  96-304),  enacted  July  8,  1980,  to  provide  the 
funds  for  assistance  to  Cuban  and  Haitian  entrants.    However,  this 
assistance  was  not  authorized  until  enactment  of  the  Refugee  Education 
Assistance  Act  of  1980  (Public  Law  96-422),  on  October  10,  1980. 
Therefore^  although  funds  were  appropriated  in  FY  1980,  the  legal 
authority  to  spend  it  did  not  exist  until  FY  1981. 

Mr.  Conte:    Do  you  anticipate  that  at  the  end  of  FY  1981  there 
will  be  additional  funds  available  for  carry-in  into  FY  1982? 

Mr.  Forbush:    It  is  still  too  early  to  forecast  what,  if  any, 
surplus  funds  from  1981  will  be  carried  into  FY  1982.    Many  States 
only  began  formal  operations  of  their  Entrants  Assistance  programs 
well  into  FY  1982:  for  example,  Florida's  program  began  in  January, 
1981.    Very  little  hard  data  is  currently  available  on  the  needs  of 
the  entrants  for  assistance.    Thus  we  cannot  tell  now  if  there  is 
adequate  funding  in  the  1981  budget  to  leave  excess  funds  for  carry 
over  into  1982. 

Mr.  Conte:    How  many  unaccompanied  minors  have  entered  the  U.S. 
from  Cuba  and  Haiti? 

Mr.  Forbush:    Approximately  2500  minors  have  entered  the  U.S. 
from  Cuba,  600  of  whom  have  turned  18  already.    About  150  minors  from 
Haiti  have  been  processed  by  the  INS. 

Mr.  Conte:    What  assistance  do  we  provide  these  minors  in  addi- 
tion to  the  basic  medical  and  assistance  payments? 

Mr.  Forbush:    These  minors  receive  child  welfare  services  in 
accordance  with  the  standards,  practices,  and  procedures  of  the  States 
in  which  they  live.    Services  provided  to  these  minors  include  foster 
care  maintenance  or  room  and  board  payments,  medical  assistance, 
English  as  a  Second  Language  (ESL),  vocational  and  occupational 
training  and  cultural  orientation,  and  all  appropriate  services 
identified  in  the  State's  Title  IV-B  and  Title  XX  plans. 
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Cuban-Haitian  Entrants 


Mr.  Conte:     How  many  Cubans/Haitians  entered  the 
country  under  the  legal  status  of  "entrant"  in  FY  1980? 

Mr.  Forbush:     124,879  Cubans  and  7,576  Haitians  who 
were  documented  and  processed  immediately  by  the  Immigra- 
tion and  Naturalization  Service  entered  the  United  States 
in  FY  1980. 

Mr.  Conte:     How  many  are  expected  to  enter  in  FY 

1981? 

Mr.  Forbush:  13  Cubans  have  entered  the  U.S.  in  FY 
1981;  however,  none  are  anticipated  for  the  remainder  of 
the  fiscal  year. 

In  the  first  half  of  FY  1981,   5,385  Haitians  arrived  in 
this  country,  2,400  of  whom  arrived  in  October  1980. 
Since  January,  the  number  of  Haitian  arrivals  has  de- 
clined to  around  500  per  month.     Based  on  our  experience 
to  date  —  and  factoring  in  the  lower  arrival  rates  of 
the  past  few  months  —  the  total  Haitian  arrival  figure 
for  FY  1981  could  be  as  high  as  9,000  to  11,000.  How- 
ever, these  estimates  are  subject  to  considerable  error. 
If  arrivals  this  spring  and  summer  reflect  the  levels 
for  the  last  half  of  FY  1980,  then  the  total  number  of 
Haitians  arriving  this  year  could  be  as  high  as  18,000. 

Mr.  Conte:     Out  of  curiosity,  can  you  enlighten  us 
about  the  legal  definition  of  "entrant"? 

Mr.  Forbush:     Cubans  and  Haitians  eligible  for 
"Cuban-Haitian  Entrant"  status  include: 

Nationals  of  Cuba  who  were  paroled  into  the  U.S. 
under  section  212(d)(5)  of  the  Immigration  and  Nation- 
ality Act  after  April  20,   1980,  and  before  October  11, 
1980; 

Nationals  of  Haiti  who  on  October  10,  1980,  were 
the  subjects  of  exclusion  proceedings  under  section  236 
of  the  Immigration  and  Nationality  Act,   including  those 
who  on  that  date  were  under  orders  of  exclusion  which 
had  not  yet  been  executed; 

Nationals  of  Haiti  who  on  October  10,  1980,  were 
the  subjects  of  deportation  proceedings  under  section 
242  of  the  Immigration  and  Nationality  Act,  including 
those  who  on  that  date  were  under  orders  of  deportation 
which  had  not  yet  been  executed; 


Nationals  of  Haiti  who  were  paroled  into  the  U.S. 
under  section  212(d)(5)  of  the  Immigration  and  Nation- 
ality Act  before  October  11,  1980,  and  were  physically 
in  the  United  States  on  that  date;  and 

Nationals  of  Cuba  or  Haiti  who  on  October  10,  1980, 
had  applications  for  asylum  pending  with  the  Immigration 
and  Naturalization  service. 
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Educational  Assistance  for  Refugees 


Mr.  Conte:     What  about  "Education  Assistance  for 
Children"?     I  see  that  your  budget  calls  for  a  reduction 
of  more  than  $23  million. 

Mr.  Forbush:     The  fiscal  year  1981  budget  for 
supplementary  education  services  for  refugee  children 
under  the  Transition  Program  for  Refugee  Children  is  $44 
million.     The  administration  request  for  fiscal  year  1982 
is  $21  million.     Fiscal  year  1981  funding  will  provide 
assistance  to  refugee  children  who  arrived  in  the  United 
States  during  the  previous  two  years.     The  fiscal  year 
1982  request  will  provide  assistance  to  the  newest 
arrivals,  those  who  entered  the  United  States  during  the 
previous  year.     The  lower  level  of  funding  will  target 
limited  assistance  on  educational  services  that  meet  the 
critical  needs  of  recent  arrivals. 

Mr.  Conte:     How  many  refugee  children  would  receive 
education  assistance  under  this  budget?     Is  that  con- 
siderably fewer  than  you  originally  estimated? 

Mr.  Forbush:     Assuming  a  steady,  even  flow  of 
refugee  children,  approximately  50  percent  of  the  total 
number  of  children  served  by  fiscal  year  1981  funding 
will  receive  assistance  under  fiscal  year  1982  funding. 
Fiscal  year  1982  funds  will  principally  serve  those 
children  who  entered  the  United  States  one  year  ago  and 
fiscal  year  1981  funds  will  be  concentrated  on  those 
entering  the  country  up  to  two  years  ago.     We  estimate 
that  140,000  refugee  children  will  be  assisted  under  the 
Transition  Program  for  Refugee  Children  with  fiscal  year 
1981  funds.     Our  estimates  are  based  on  the  number  of 
refugee  children  who  received  services  last  year  and  do 
not  assume  there  will  be  a  sudden  influx  of  refugees  or  a 
change  in  the  eligibility  for  assistance  under  this 
program. 
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Immigration  Status  of  Cuban-Haitian  Entrants 

Mr.  Porter:     The  Cuban  and  Haitian  "entrants"  are  a 
special  problem  and  I  believe  they  are  categorized 
"entrants"  and  not  "refugees"  or  "asylum"  seekers  because 
of  the  requirements  and  rights  flowing  to  each  possible 
definition  as  foreign  "entrants"  under  the  Act.     Tell  us 
about  the  criteria  in  according  these  "definitions"  and 
advancing  U.S.  cost  reductions  interests  —  hopefully,  on 
a  one-shot  basis  here  —  in  resettling  these  particular 
"entrants". 

Mr.  Forbush:     When  the  Cubans  began  to  arrive  through 
the  Mariel  boatlift,  the  Immigration  and  Naturalization 
Service   (INS)   initially  granted  them  a  60-day  parole  pur- 
suant to  section  212(d)(5)  of  the  Immigration  and  Nation- 
ality Act  pending  review  of  their  admissibility.     It  became 
apparent  that  the  group  of  arrivals  included  not  only  those 
who  had  family  ties  in ihe  U.S.,  but  also  political  prison- 
ers, Peruvian  Embassy  participants,  and  an  array  of  others 
whom  Castro  sought  to  expel  from  his  regime.     While  a  num- 
ber of  Cubans  may  indeed  have  qualified  as  refugees  under 
the  Refugee  Act  of  1980,   the  Administration  decided  against 
admitting  the  Cubans  en  masse  as  refugees  for  several 
reasons . 

The  Refugee  Act  of  1980,  passed  March  17,   1980,  was 
set  up  to  select  groups  of  pre-screened  refugees  overseas 
for  admission  to  the  U.S.  and  to  grant  asylum  to  aliens 
already  present  in  the  U.S.  who  can  demonstrate  a  well- 
founded  fear  of  persecution  if  returned  to  their  country 
of  origin.     The  Refugee  Act  was  not  drafted  to  handle  a 
sudden  and  massive  influx  of  people  who  arrived  on  our 
shores  without  overseas  processing  or  valid  documentation. 

Cubans  admitted  to  the  U.S.  in  the  past  came  here 
through  an  orderly  departure  program  which  allowed  careful 
screening  in  accordance  with  U.S.  immigration  law.  This 
has  not  been  possible  with  the  recent  Cuban  arrivals. 

For  almost  ten  years,  Haitians  have  been  coming  sur- 
repetitiously  to  the  U.S.  and  have  been  treated  as  illegal 
aliens.     Approximately  five  years  ago,  Haitians  arriving 
in  Florida  began  almost  uniformly  to  file  claims  for  pol- 
itical asylum  alleging  they  would  suffer  persecution  upon 
return  to  Haiti.     Approximately  10,000  to  15,000  Haitian 
asylum  applications  have  been  received.     While  all  have  not 
been  adjudicated  due  to  collateral  legal  challenges,  only 
about  200  —  less  than  five  percent  of  those  completed  — 
have  been  granted. 

It  quickly  became  clear  that  outT  asylum  procedures, 
which  involve  lengthy,  case-by-case  examinations,  simply 
could  not  resolve  the  immigration  status  of  more  than 
140,000  Cubans  and  Haitians.     Most  arrivals  would  have  been 
left  in  immigration  limbo  for  long  periods  --  perhaps  sev- 
eral years  —  without  being  eligible  for  federally-funded 
assistance.     Moreover,  many  Cubans  and  Haitians  likely 
would  not  have  qualified  for  asylum  under  the  strict 
standards  which  apply. 
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To  maintain  the  integrity  of  U.S.  immigration  law 
and  to  remedy  this  extraordinary  situation,   the  former 
Administration  announced  on  June  20,   198  0,   its  intention 
to  seek  legislation  to  establish  in  law  a  special  "Cuban 
Haitian  Entrant"  status.     Legislation  to  permit  arrivals 
designated  as  "Cuban-Haitian  Entrants"  to  become  perma- 
nent resident  aliens  was  submitted  to  the  Congress  on 
July  31.     Cubans  who  had  committed  serious  non-political 
crimes  or  otherwise  posed  a  threat  would  be  ineligible 
for  special  arrival  status.     Pending  enactment  of  the 
special  legislation,  Cubans  who  arrived  in  the  U.S. 
between  April  21  and  October  10,   1980,  and  Haitians  who 
were  in  INS  proceedings  as  of  October  10,   198  0,  would  be 
designated  "Cuban-Haitian  Entrants   (status  pending)." 

Cubans  and  Haitians  who  enter  the  U.S.  after  October 
10  are  not  being  legally  admitted  but  are  being  processed 
for  resettlement  and  given  120-day  paroles  by  INS  pending 
a  determination  of  their  admissibility.  They  are  also 
given  the  opportunity  to  apply  for  asylum  and  their 
applications  will  be  heard  on  a  case-by-case  basis  by  INS 
according  to  regular  procedures. 

The  96th  Congress  adjourned  without  acting  on  the 
special  status  legislation.     However,  based  on  recommen- 
dations contained  in  the  Attorney  General's  Interagency 
Task  Force,  legislation  will  likely  be  introduced  this 
year  to  resolve  the  long-term  immigration  status  of 
Cuban-Haitian  entrants. 

The  Cuban-Haitian  Task  Force  together  with  the  Vol- 
untary Agencies  have  been  working  hand  in  hand  to  re- 
settle Cubans  and  Haitians  from  the  federal  processing 
centers.     Our  aim  is  to  find  appropriate  resettlement 
opportunities  which  will  meet  the  special  needs  of  the 
entrants  and  enable  them  to  become  contributing  and  self- 
supporting  members  of  a  community. 
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Mr.  Porter:     The  1980  Refugee  Act  is  not  working  as 
anticipated  and  the  Reagan  Administration  currently  has 
a  Task  Force  under  the  Attorney  General  working  up  re- 
visions.    Can  you  tell  us  about  the  agenda  of  this  Task 
Force  and  when  the  report  is  due?    What  results  do  you 
expect  from  the  Task  Force's  conclusions?    How  will 
these  impact  to  reduce  State  and  local  re-settlement  or 
other  refugee  costs? 

Mr.  Forbush:     Although  it  is  considering  various 
refugee-related  issues,  the  Interagency  Task  Force  on 
Immigration  and  Refugee  Policy  was  not  established  as 
a  mechanism  for  revising  the  Refugee  Act  of  1980. 
Rather,  President  Reagan  created  the  Task  Force  to 
identify  and  review  immigration,  naturalization  and 
refugee  issues  and  to  make  recommendations  on  the  full 
range  of  those  issues.     The  current  target  for  a  re- 
port to  the  President  is  late  May. 

We  anticipate  that  the  Task  Force  recommendations  will 
serve  as  the  basis  for  the  Administration's  immigration 
and  refugee  policy.     However,  until  its  recommendations 
become  final,  it  would  be  premature  to  predict  how 
refugee  program  costs  might  be  affected. 

Mr.  Porter:     What  is  the  role  of  the  U.S.  Coordin- 
ator for  Refugee  Affairs?    What  is  its  statutory  base? 
And  how  effective  is  the  interagency  coordination 
between  the  Coordinator's  Office,  HHS,  and  Justice? 

Mr.  Forbush:     The  Office  and  functions  of  the  U.S. 
Coordinator  for  Refugee  Affairs  were  established  in 
February  1979  by  Presidential  Determination.     Title  III 
of  the  Refugee  Act  of  1980  incorporated  the  Coordinator's 
responsibilities  from  the  Presidential  Determination, 
with  few  modifications  or  additions. 

In  brief,  the  U.S.  Coordinator  is  responsible  for 
developing  overall  refugee  policy,  while  the  respon- 
sibility for  operating  overseas  and  domestic  refugee 
programs  remains  with  the  relevant  federal  agencies.  The 
Coordinator's  functions  include: 

--  developing  overall  U.S.  refugee  and  resettlement 
policy  and  advising  the  President,  the  Secretary 
of  State  and  the  Secretary  for  Health  and  Human 
Services  on  admissions  and  resettlement  policies; 

--  providing  policy  guidance  to  federal  agencies  for  the 
preparation  of  their  refugee  programs  budget  request 
and  providing  OMB  and  the  Congress  with  an  overview 
of  all  refugee  related  budget  requests. 
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—  Consulting  with  State,  local  and  Voluntary  Agencies 
on  the  sponsorship  process  and  other  resettlement 
activities . 

—  representing  the  U.S.  Government,  under  the  direction 
of  the  Secretary  of  State,  in  discussions  and  ne- 
gotiations on  refugee  affairs  with  foreign  govern- 
ments and  international  organizations. 

The  U.S.  Coordinator  carries  out  the  role  of  policy 
coordinator  through  the  Interagency  Committee  for  Re- 
fugee Affairs,  which  includes  representatives  of  all 
federal  agencies  involved  in  refugee  affairs.     In  ad- 
dition, the  Office  of  the  U.S.  Coordinator  is  in  close 
contact  with  officials  of  the  major  departments  (State, 
Justice,  and  Health  and  Human  Services)  that  operate 
refugee-specific  programs.     This  interagency  coor- 
dination has  facilitated  compliance  with  the  Refugee 
Act  and  the  smooth  planning  and  functioning  of  re- 
fugee programs  at  a  time  of  increased  scope  and  com- 
plexity. 

Specific  examples  of  coordination  include: 

—  Joint  (HHS/Coordinator )  meetings  across  the  country 
to  discuss  domestic  resettlement  issues; 

—  Joint  (HHS/Coordinator)  issuance  of  a  refugee  re- 
source manual; 

--  Mutual  sharing  of  major  policy  documents;  regula- 
tions, reports,  etc.; 

—  Joint   (HHS/Coordinator)  development  of  the  guided 
Khmer  placement  project. 


Assistance  to  Middle  Eastern  Refugees 


Mr.   Porter:     Our  resettlement  program  faces  an  in- 
crease in  the  number  of  Soviet  refugees  coming  to  the 
U.S.  as  a  result  of     yising  inflation  and  economic 
dislocation  in  Israel.     Are  you  fully  prepared  to  meet 
growing  U.S.  resettlement  costs  should  these  numbers 
increase  substantially  in  the  coming  year? 

Mr.  Forbush:     Our  budget  is  based  upon  estimated 
refugee  flows  from  the  various  parts  of  the  world.  The 
FY  1982  budget  assumes  that  4500  refugees  will  arrive 
from  the  Middle  East.     However,   that  number  will  be  set 
only  after  appropriate  consultations  are  held  between 
the  Administration  and  Congress  later  this  year.  If 
these  refugees  from  Isreal  are  admitted  in  FY  1982  and 
are  in  need  of  assistance,  we  will  do  our  best  to  pro- 
vide for  them.     However,   the  decision  to  admit  refugees 
is  made  by  the  State  Department. 
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Fraud  and  Abuse  Problems 


Mr.  Porter:     Identification  cards  to  prevent  fraud 
and  abuse  have  been  suggested  for  dealing  with  the 
numbers  of  illegal  and  legal  aliens  now  on  U.S.  Welfare 
and  other  public  benefit  roles.     Do  you  foresee  any  such 
solution  to  deal  with  this  abuse,  either  from  the  Task 
Force  conclusions  or  from  some  other  Executive  legis- 
lative source? 

Mr.   Forbush:     We  are  not  now  proposing  the  issuance 
of  identification  cards  to  address  the  problem  to  which 
you  refer.     However,  your  concerns  about  the  extent  of 
fraud  and  abuse  in  our  public  assistance  programs  is,  of 
course,  shared  by  this  Administration.       In  response  to 
recent  reports  by  the  General  Accounting  Office  and  the 
Inspector  General,  Secretary  Schweiker  has  initiated  a 
series  of  actions  to  curb  potential  misuse  of  social 
security  numbers  (SSN's)  including: 

—  implementation  of  a  centralized  SSN  issuance  system 
which  will  remove  blank  social  security  cards  from 
field  offices; 

—  development  with  the  Immigration  and  Naturalization 
Service  (INS)  of  improved  procedures  to  verify  the 
authenticity  of  INS  documents  and  identify  individ- 
uals with  nonwork  SSNs  who  have  reported  earnings; 

—  isssuance  of  more  specific  instructions  for  fraud 
detection  to  the  1,300  Social  Security  Administration 
field  offices  and  instituting  procedures  for  re- 
viewing SSN  processes,   including  periodic  reviews 

in  central  office; 

—  consltation  with  congressional  leaders  on  increasing 
the  present  statutory  penalties  for  SSN  fraud  and 
making  it  illegal  to  counterfeit,  alter,  buy  or  sell 
SSNs  or  cards;  and 

—  a  complete  review  by  the  Social  Security  Administra- 
tion of  the  nonwork  SSN  policy  and  issuance  system. 

—  provision  of  additional  training  for  field  employees 
on  the  identification  of  fraudulent  evidentiary 
documents  submitted  with  SSN  applications. 

In  addition,  other  options  are  being  discussed  by  the 
Interagency  Task  Force  on  Immigration  and  Refugee  Policy 
which  addresses  this  concern,  particularly  as  they  relate 
to  employment  eligibility.     Final  recommendations  of  the 
Task  Force  are  expected  to  be  made  to  the  President  by 
the  end  of  May. 
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JUSTIFICATION  OF  BUDGET  ESTIMATES 

Department  of  Health  and  Human  Services 
Office  of  Refugee  Resettlement 


Page 

Pos  Amount  Number 

Refugee  Assistance                                    94'  $583,705,000  2 

Cuban/Haitian  Entrants  -  Domestic 

Assistance                                            -  73,000,000  2fl 

Cuban/Haitian  Entrants  -  Reception  and 

Processing                                           -  27,000,000  45 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Office  of  Refugee  Resettlement 
Refugee  Assistance 


FY  1982  Budget  Page  No. 
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Summary  of  changes   6 

Budget  authority  by  activity.....   9 

Budget  authority  by  object   10 

Significant  items  in  House  Appropriation  Committee  reports   11 

Authorizing  legislation   12 

Table  of  estimates  and  appropriations  •   14 

Justification: 

A.  General  statement   16 

B.  State  administered  programs   17 

C.  Voluntary  agency  programs   20 

D.  Cuban  program  phasedown   21 

E.  Education  assistance  for  children   22 

F.  Federal  administration   23 

G.  Preventive  health   25 

H.  Services  for  certain  applicants  for  asylum   26 

I.  Consultant  services   27 
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Refugee  Assistance 


For  expenses  necessary  to  carry  out  the  provisions  of  the  Refugee  Act  of  1980 
(Public  Law  96-212),  $583,705,000,  to  remain  available  through  September  30, 
1983.V 


V    Funds  are  requested  to  be  available  for  obligation  through  FY  1983.  The 
purpose  of  this  extended  availability  language  is  to  provide  flexibility 
given  the  uncertainties  of  actual  refugee  admissions  and  adoption  of  more 
restrictive  eligibility  requirements  for  refugee  assistance  which  may 
result  in  savings  greater  than  anticipated.    The  extended  availability 
appropriation  language  would  permit  the  Department  to  carry  over  into  FY 
1983  any  funds  not  needed  in  FY  1982,  thereby  reducing  the  amount  of  the  FY 
1983  appropriation. 
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Refugee  Assistance 
Language  Analysis 


Language  Provision 

"For  expenses  necessary  to  carry 
out  the  provisions  of  the  Refugee 
Act  of  1980  (Public  Law  96-212)... 


Explanation 

The  1982  budget  request  is  based 
on  authority  of  the  Refugee  Act  of 
1980  (P.L.  96-212)  enacted  on 
March  17,  1980.    That  legislation 
repeals  the  1975  Indochina  Migra- 
tion and  Refugee  Assistance  Act  of 
1975,  and  eliminates  the  domestic 
assistance  provisions  of  the  Migra- 
tion and  Refugee  Assistance  Act  of 
1962  —  these  two  Acts  were  the 
previous  authorities  for  operating 
the  Refugee  Assistance  programs. 
Public  Law  96-212  authorizes  a  full 
range  of  services  to  needy  refugees 
and  continues  in  substantive  law 
authority  for  phasing  down  the 
Cuban  refugee  program. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Office  of  Refugee  Resettlement 
Refugee  Assistance 

Amounts  Available  for  Obligation 

1981 

1980  Revised  1982 

Actual  Estimate  Estimate 

Appropriation  $  516,900,000         $  690,457,000     $  583,705,000 

Subtotal,  Adjusted  Budget  Authority      516,900,000  690,457,000  583,705,000 


Fiscal  year  1981 

Proposed  Rescission 


FY  1981  Revised  Estimate  640,652,000 

Unobligated  Balance,  start  of  year             -  23,168,000 

Unobligated  Balance,  end  of  year  -23,168,000 

Unobligated  balance  lapsing  -17,366,000   -  


Total  obligations  $  476,366,000        $  663,820,000     $  583,705,000 
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Summary  of  Changes 


1981  revised  estimate  $  640,652,000 

1982  revised  request  *  583,705,000 

Net  Change  -$  56,947,000 


1981  Change 
Revised  Base  from  Base 

Pos         Amount  Pos  Amount 

Increases 
A.  Built-in 

1.    Federal  administrative  expenses 

-  annualization  of  1981  new  positions 

-  annualization  of  pay  increases 

-  transfer  of  grants  function  £roth  SSA 

i 

Subtotal,  Built-in 


97      $    6,095,000    +3    +  $1,283,000 
+3    +  1,283,000 


B.  Program 


1 .  State  administered  programs  -  impact 

of  higher  assistance  costs  in  FY  1982  -         531,030,000  -  +103,783,000 

2.  Preventive  health  -  increase  in  the 
cost  of  health  assessments  for  new 

refugee  arrivals  -  4,839,000  -    +  293,000 

Subtotal,  Program  -  +104,076,000 


Total  Increases 


+3  +105,359,000 
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1981  Change 
Revised  Base  From  Base 


A.  Built-in 

1 .  Preventive  health  -  reduction  in 
Center  for  Disease  Control  admin- 
istrative costs  as  a  result  of 
decreased  Indochinese  refugee 
flows  in  FY  1982 

2.  State  administered  programs  - 
savings  in  cash  and  medical 
assistance  and  administrative 
costs  due  to  decreased  refugee 
flows  in  the  early  months  of  FY  1^84* 

3.  State  administered  programs  - 
decrease  in  social  services 
funding  due  to  lower  1982 
refugee  admissions 

4.  Voluntary  agency  programs  - 
reduction  in  the  number  of 
anticipated  1982  Soviet  and 
other  refugee  arrivals  to  be 
served  through  voluntary  agencies 

5.  Federal  administration  - 
proposed  decrease  in  ORR 
staffing  and  reduction  to 
certain  administrative 
expense  items. 

Subtotal,  Built-in 

B.  Program 

1.    State  administered  programs  - 
anticipated  savings  in  cash 
assistance  due  to  eligibility 
modifications  proposed  for 
FY  1981 


Pos         Amount  Pos  Amount 


40       3,020,000  -  -1,020,000 


-      531,030,000  -  -21,000,000 


-      531,030,000  -  -19,291,000 


9,600,000  -         -  600,000 


97         6,095,000  -6      -  327,000 

-6    -  42,238,000 


531,030,000  -  -55,000,000 
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1981 
Revised  Base 


Pos  Amount 


Change 
From  Base 

Pos 


Amount 


2.  Services  for  certain  applicants 
for  asylum  -  decrease  in  reim- 
bursement for  assistance  provided 
to  asylum  applicants  in  FY  1982 

3.  Cuban  program  phasedown  -  eli- 
mination of  the  program  at  the 
end  of  FY  1981,  rather  than  end 
of  FY  1983 

4.  Education  assistance  for  children  - 
assistance  provided  for  1982         (  ^ 
refugee  children  arrivals  only  ,  *' 
during  the  1982-83  school  year 

Subtotal,  Program 

Total  decreases 

Net  Change 


5,000,000 


-36,800,000 


5,000,000 


-  36,800,000 


44,268,000  ^     -  23,268,000 

-  120,068,000 
-6  -  162,306,000 
-3       -$  56,947,000 
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Significant  Items  in  House  Appropriation 
 Committee  Reports  


Item 

1981  House  Report 
Refugee  Assistance 

1 .    The  Committee  directs  HHS  to  be  sure 
that  no  commitments  for  the  Refugee 
program  be  made  beyond  the  level  of 
funds  actually  appropriated. 


Action  to  be  Taken 


Quarterly  grants  for  Refugee 
Assistance  are  being  made  under 
the  authority  of  Continuing  Re- 
solutions.   HHS  is  monitoring 
the  grants  to  assure  adherence 
to  the  funding  levels  authorized 
for  the  various  activities  of 
the  Refugee  program. 
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Authorizing  Legislation 

1981  1981 
Amount  Revised 
Authorized  Estimate 


1982 
Amount 
Authorized 


1982 
Revised 
Request 


1 .  State  Admin.  Prog. 

a.  Section  311  of  the 

Refugee  Act  of  1980 

b.  Section  311  of  the 

Refugee  Act  of  1980 

2.  Voluntary  Agency  Programs 

a.  Section  311  of  the 

Refugee  Act  of  1980 

b.  Section  311  of  the 

Refugee  Act  of  1980 

3.  Cuban  Program  Phasedown 

a.    Section  313(c)  of  the 
Refugee  Act  of  1980 

4.  Education  Assistance  for 

Children 

a.    Section  311  of  the 
Refugee  Act 

5.  Federal  Administration 

a.    Section  311  of  the 

Refugee  Act  of  1980 

6.  Preventive  Health 

a.  Section  311  of  the 

Refugee  Act  of  1980 

b.  Section  311  of  the 

Refugee  Act  of  1980 


Indef.  $441,352,000 
$200,000,000  89,678,000 

Indef.  5,232,000 
200,000^000  4,368,000 

Indef.  36,800,000 


Indef.  $469,135,000 
$200,000,000  70,387,000 

Indef.  6,120,000 
200,000,000  2,880,000 

Indef. 


200,000,000      44,268,000         200,000,000  21,000,000 


200,000,000       6,095,000         200,000,000  7,051,000 


I/idef.  3,020,000 
200,000,000  4,839,000 


Indef.  2,000,000 
200,000,000  5,132,000 
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Authorizing  Legislation 


1981 
Amount 
Authorized 

7.    Services  for  Certain  Appli- 
cants for  Asylum 

a.    Title  IV-Section  401  of 

the  Refugee  Act  of  1980       ftidef . 

Subtotal  Indefinite 

Subtotal  200,000,000 

Total 


1981 
Revised 
Estimate 


5,000,000 


1982 
Amount 
Authorized 


Indef. 


1982 
Revised 
Request 


491,404,000         Indefinite  477,225,000 
149,248,000*      200,000,000  106,450,000* 
$640,652,000  \  $583,705,000 


*  Section  414(a)(2)  of  the  Refugee  Act'  of  1980  authorizes  $200,000,000  for 
certain  refugee  resettlement  related  activities  which  are  not  covered  by  \ 
Section  414(a)(1).    The  FY  1981  budget  estimate  for  the  activities  under 
414(a)(2>  is  $149,248,000,  and  the  FY  1982  budget  request  is  $106,450,000. 


78-993   O— 80  41 
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Refugee  Assistance  V 


Year 

■  ear 

Budget  Estimate 
to  Congress 

House 
Allowance 

Senate 
Allowance 

i 

Appropriation 

17  1 3 

516  I , UUU, UUU 

£4  /•  c  nnn  nnn 

/1   nnn  nnn 
5161 , UUU, UUU 

£4  A  c   nnn  nnn 

51 45,000,000 

1Q7A 

17  /*♦ 

an  nnn  nnn 
7U,  UUU, UUU 

i*>q  nnn  nnn 
1 a , UUU , UUU 

ino  nnn  nnn 
1 £7, UUU, UUU 

4  oq  nnn  nnn 
1 £7, UUU, UUU 

1975 

78,000,000 

90,000,000 

90,000,000 

90,000,000 

17  /O 

"> in  nnn  nnn 
Z1U,UUU,UUU 

1 qc  nnn  nnn 
lo?, UUU, UUU 

igc  nnn  nnn 
lo3,UUU,UUU 

*>^o  nnn  nnn  / 
ZJo,UUU,UUU  U 

1977 

ijZ, UUU, UUU  _ 

4 t 0   nnn  nnn 
13Z,Q00,000 

m         nnn  nnn 

132,000,000 

132,000,000 

1978 

191 ,700,000 

191,700,000 

200,200,000 

195,950,000 

1979 

207,464,000 

207,464,000 

200,264,000 

235,264,000  3/ 

1980 

516,981,000 

516,900,000 

516,900,000 

516,900,000 

1981 

693,457,000 

690,457, 00p 

690,457,000  4/ 

Rescission  49,805,000 


1982  583,705,000 


1/  Prior  to  1979  funds  for  the  Cuban  and  Indochinese  refugee  programs  were  pro- 
vided under  separate  appropriations.    Starting  in  1979  a  combined  appropriation 
was  provided  for  the  Cuban  and  Indochinese  programs.    For  comparison  purposes 
this  table  combines  the  separate  Cuban  and  Indochinese  appropriations  that  existed 
between  1976-1978. 

2/  Includes  the  Indochinese  appropriation  for  the  first  time,  which  was  in  the 
amount  of  $100,000,000  to  cover  a  14  month  period  (May  1,  1975  through  June  30, 
1976).    In  addition,  $305,000,000  was  appropriated  to  the  Department  of  State 
for  various  activities  relating  to  the  evacuation,  initial  maintenance  and  re- 
settlement of  Southeast  Asian  refugees.    Eventually  $53,000,000  from  this 
$305,000,000  appropriation  was  transferred  to  the  HHS  appropriation  and  this 
$53,000,000  is  included  in  the  total  appropriation  for  1976. 

V  Includes  $20,000,000  for  Soviet  and  other  refugee  program,  which  was  appro- 
priated as  part  of  the  1979  Foreign  Assistance  and  Related  Programs  Appropriation 
Act.    This  Act  required  that  the  funds  be  expended  only  by  the  Department  of  Health 
and  Human  Services. 

4/  The  appropriation  for  this  account  for  1981  has  not  been  enacted.    The  appro- 
priation amount  is  the  amount  allowed  by  the  House  and  authorized  under  a  Continuing 
Resolution  (Public  Law  96-536)  in  effect  through  June  5,  1981. 
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Refugee  Assistance 
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State  Admin.  Programs 

Cash  Assistance 
Medical  Assistance 
State  Administration 
Social  Services 

Total  State  Admin.  Prog. 

Voluntary  Agency  Prog. 

Cuban  Program  Phasedown 

Education  Assistance  for 
Children 

Federal  Administration 

Preventive  Health 

Services  for  Certain  Appli- 
cants for  Asylum 

Total,  Budget  Authority 


1981 
Revised 
Estimate 


Pos 


Amount 


$261,928,000 
134,462,000 
44,962,000 
89,678,000 


531,030,000 
9, "BOO,  000 
36,800,000 

44,268,000 
97  6,095,000 
40  7,859,000 

-  5,000,000 
137  $640,652,000 


1982 
Revised 
Request 


Pos 


Amount 


Increase 
or 

Decrease 


Pos 


$242,448,000  - 

173,377,000  - 

53,310,000  - 

70,387,000  - 

539,522,000  - 

9,000,000  - 


2t,  000, 000  - 
94  7,051,000  -3 

40  7,132,000  - 


134       $583,705,000  -3 


Amount 

-$19,480,000 
+  38,915,000 
+  8,348,000 

-  19,291,000 

+  8,492,000 
600,000 

-  36,800,000 

-  23,268,000 
+  956,000 

727,000 

-  5,000,000 
-$56,947,000 
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General  Statement 

The  Refugee  Assistance  program  is  designed  to  assimilate  refugees  into 
American  society  as  quickly  and  effectively  as  possible  while  minimizing  the 
burden  to  States  and  localities.    The  program  provides  direct  cash  and  medical 
assistance  to  needy  refugees  as  well  as  English  language  training,  vocational 
training  and  other  social  services.    Eligibility  for  this  special  Federal 
assistance  is  based  on  States'  assessments  for  refugees'  needs  and  the  likeli- 
hood that  they  will  benefit  from  social  services.    All  of  these  activities 
help  to  ease  refugees'  adjustment  to  American  society  and  to  allow  them  to 
become  independent  and  self-sufficient. 

Budget  Policy 

The  1982  budget  would  provide  funds  for  aid  and  services  to  refugees  at  a 
level  adequate  to  meet  the  needs  of  the  refugees  now  entering  the  country. 
Special  Federal  funding  for  cash  and  medical  assistance  as  well  as  for  State 
administrative  expenses  and  for  certain  child  welfare  services  is  provided 
for  up  to  36  months  after  a  refugee's  arrival  in  the  United  States.  Such 
assistance  relieves  States  and  local  jurisdictions  of  the  burden  of  providing 
assistance  during  the  period  in  whicrt  refugees  are  becoming  assimilated  into 
American  society.     In  FY  1982,  the  Federal  government  will  continue  to  fully 
reimburse  the  States  for  costs  of  assisting  eligible  refugees.  However, 
beginning  in  FY  1982,  benefits  to  refugees  who  are  not  eligible  for  Aid  to 
Families  with  Dependent  Children  (AFDC)  will  be  modified.    The  principal 
purpose  for  the  modification  is  to  foster  equity  of  treatment  of  refugee  and 
non-refugee  needy.    In  FY  1982,  social  services  and  training  funds  will  be 
concentrated  on  those  services  that  will  enable  the  refugees  to  become 
self-supporting  and  independent.    Funding  will  be  provided  for  all  needy 
refugees  who  are  allowed  to  enter  the  U.S.  regardless  of  country  of  origin. 

The  1982  budget  proposed  to  eliminate  funding  for  assistance  to  certain  Cuban 
refugees  who  arrived  in  the  U.S.  before  October  1,  1978. 

These  proposals  as  well  as  the  general  policies  for  assistance  to  all  other 
refugees  are  consistent  with  the  comprehensive  Refugee  Act  of  1980,  signed  by 
President  Carter  on  March  17,  1980.    Under  that  legislation,  Federal  domestic 
refugee  assistance  activities  are  managed  by  the  Office  of  Refugee  Resettle- 
ment within  the  Department  of  Health  and  Human  Services,  in  consultation  with 
the  United  States  Coordinator  for  Refugee  Affairs. 
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State  Administered  Programs 
Authorizing  Legislation:    The  Refugee  Act  of  1980,  Public  Law  96-212 


Current  request 
Proposed  change 
Revised  request 


1981 

Revised  Estimate 


Pos 


Amount 


$551,030,000 
-20,000,000 
$531,030,000 


1982 
Revised  Request 


Pos 


Amount 


$560,545,000 
-21,1323,000 
$539,522,000 


3ustification  for  the  FY  1982  Revised^ Request 

This  activity  provides  funds  to  State  agencies  to  pay  costs  for  cash  assistance, 
medical  assistance,  English  language  training,  vocational  training,  employment 
counseling  and  a  variety  of  other  social  services  provided  only  to  eligible 
refugees.    It  also  includes  reimbursement  of  State  administrative  costs.  Under 
the  Refugee  Act  of  1980,  assistance  is  provided  to  all  eligible  refugees, 
regardless  of  national  origin.    The  FY  1981  and  FY  1982  revised  requests  for 
the  various  items  included  in  this  activity  are  shown  below: 


1981  ($000)  1982 

Current  Revised  Current  Revised 
Estimate       Estimate       Estimate  Estimate 


1.  Cash  and  Medical  and  State  Admin.  $457,352  $441,232  $490,158  $469,135 

(Cash  Assistance)  (271,352).  (261,928)  (254,496)  (242,448) 

(Medical  Assistance)  (139,400)  (134,462)  (180,239)  (173,377) 

(State  Administration)  (  46,600)  (  44,962)  (  55,423)  (  53,310) 

2.  Social  Services  93,678  89,678  70,387  70,387 

Total  $551,030       $531,030       $560,545  $539,522 

1.  Cash  and  Medical  Assistance  and  State  Administration  —  the  amount  of 
funds  needed  for  this  activity  is  dependent  on  the  number  of  refugees  who  are 
admitted  into  this  country  and  the  percentage  who  will  require  public  assis- 
tance.   In  FY  1982,  refugees  who  arrived  in  the  U.S.  between  FY  1979  and  FY  1982 
are  eligible  for  assistance  under  the  Refugee  Act  of  1980.    States  are  fully 
reimbursed  for  the  costs  of  providing  cash  and  medical  assistance  to  refugees 
during  their  first  three  years  in  the  country,  as  well  as  their  (the  States') 
related  administrative  costs. 

2.  Social  Services  -  The  FY  1982  revised  budget  provides  funding  for  social  services 
programs  which  will  improve  the  refugee's  ability  to  become  self-sufficient. 

In  FY  1982,  these  funds  will  concentrate  on  those  services  that  will  help  them 
achieve  that  objective  (English  language  training;  vocational  skills). 
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Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981  Revised  Estimate 


1 .    Cash  and  Medical  Assistance  and  State  Administration 

The  budget  estimates  are  based  on  the  assumption  that  a  higher  percentage 
of  recent  arrivals  will  require  assistance  than  earlier  arrivals.  It  is 
estimated  an  average  of  49  percent  of  the  1979-1982  refugee  arrivals  v^.11 
be  dependent  on  public  assistance  in  FY  1982.  Current  program  experience 
suggests  that  the  newer  refugee  groups  lack  job  skills  appropriate  to  the 
American  economy  and  are  less  fluent  in  English  than  the  refugees  who 
arrived  in  1975-78. 

Originally,  for  FY  1981,  about  168,000  Indochinese  refugees  (14,000  a 
month)  were  estimated  to  be  admitted.    However,  for  the  first  few  months 
in  1981,  only  about  305S  of  the  levels  projected  were  actually  admitted, 
although  the  arrivals  began  to  pick  up  beginning  in  January,  1981.  But, 
as  a  result  of  these  lower  flows  in  the  early  months  in  1981 ,  there  is  a 
decreased  need  for  funds  for  these  activities  in  1982  (estimated  fewer 
total  1981  refugee  arrivals  to  be  served  in  1982).    The  revised  FY  1982 
budget  request  contains  a  decrease  of  $21  million  due  to  these  reduced 
1981  flows.  . 

In  addition,  the  FY  1982  budget*  is  based  on  a  new  regulations  that  will 
modify  the  cash  payment  levels  for  refugees  that  are  not  eligible  far 
Aid  to  Families  with  Dependent  Children  (AFDC)  benefits.  Currently, 
refugees  can  receive  AFDC  level  benefits  through  the  refugee  program  even 
though  they  do  not  meet  the  usual  AFDC  family  composition  requirements. 
For  FY  1982,  these  refugees  would  receive  benefits  as  follows: 

1.  Refugees  living  in  States  with  ongoing  general  cash  assistance 
programs  will  receive  benefits  equal  to  those  provided  through  the 
local  programs. 

2.  Refugees  residing  in  States  without  ongoing  cash  assistance  programs 
will  receive  benefits  equal  to  State  AFDC  benefits  for  the  first  18 
months  after  arrival  in  the  country.    For  the  remaining  18  months  of 
assistance  under  the  refugee  program,  they  would  get  benefits  equal 
to  50  percent  of  the  AFDC  benefit. 

There  is  a  second  modification  to  refugee  cash  assistance  eligibility. 
Under  the  current  AFDC  program,  a  portion  of  the  earned  income  of  each 
cash  recipient  is  disregarded  in  determining  the  level  of  benefit  he/she 
receives.    The  disregard  applies  to  the  first  $30  of  all  earned 
income  plus  one-third  of  any  remaining  monthly  income.    In  almost  all 
States,  this  disregard  provision  applies  only  to  the  AFDC  program  and 
not  to  general  assistance  programs.    However,  under  the  current  policy 
for  computing  refugee  benefits,  this  disregard  is  applied  to  both  AFDC 
and  non-AFDC  eligible  refugees.    Beginning  in  FY  1982,  the  $30  and 
one-third  earned  income  disregard  will  be  eliminated  for  non-AFDC 
eligible  refugees. 
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These  eligibility  modifications  will  result  in  an  estimated  savings  of 
$55  million  to  cash  assistance  and  is  incorporated  in  the  FY  1982 
revised  budget  request. 

The  basic  purpose  for  these  changes  is  to  provide  for  more  equity  in  the 
treatment  of  refugee  and  non-refugee  needy  in  the  country,  but  still 
attempt  to  account  for  the  unique  circumstances  of  the  refugee.  Although 
these  changes  will  affect  the  level  of  benefits  provided  to  non-AFDC 
refugees,  the  current  policy  of  providing  100  percent  reimbursement  to 
the  States  for  assistance  to  refugees  will  be  maintained  during  the 
36-month  period. 

2.    Social  Services 

The  FY  1982  revised  request  for  social  services  is  less  than  the  FY  1981 
revised  request  for  2  reasons.    First,  the  number  of  new  refugees  expected 
to  arrive  in  1982  is  26,500  less  than  the  1981  admissions  level.  Second, 
ORR  will  concentrate  social  services  funds  on  those  activities  which  foster 
self-sufficiency,  such  as  English  language  training  and  vocational  training. 

The  Department  is  now  in  the  process  of  developing  detailed  policy  govern- 
ing States'  use  of  refugee  social  services  funds.    The  new  policy  would 
clarify  and  strengthen  guidance  provided  to  States  in  August,  1979. 
Although  policy  details  have' not  yet  been  finalized,  the  1982  budget 
request  is  based  on  adoption  of  it.    The  central  feature  of  the  new  policy 
is  the  prioritizing  of  services  intended  to  lead  to  employment  and  eco- 
nomic self-sufficiency  for  refugees. 

Accordingly,  the  Department  will  stress  English  language  training, 
vocational  training  and  related  services  for  refugees  on  cash  and  medical 
assistance  caseloads.    These  services  should  help  the  refugees  overcome 
barriers  to  employment,  be  less  reliant  on  public  assistance,  and  become 
productive  and  contributing  members  of  the  American  economy. 
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Voluntary  Agency  Programs 


Authorizing  Legislation:    The  Refugee  Act  of  1980,  Public  Law  96-212 


1981 

Revised  Estimate 


1982 
Revised  Request 


Pos 


Amount 


Pos 


Amount 


Current  request 


$24,000,000 


$22,500,000 


Proposed  change 


14,400,000 


-13,500,000 


Revised  request 


$  9,600,000 


$  9,000,000 


Justification  for  the  FY  1982  Revised  Request 

This  activity  provides  matching  funds  on  a  dollar-for-dollar  basis,  up  to 
$1,000  per  refugee,  to  voluntary  agencies'  who  resettle  Soviet  and  other 
refugees  not  covered  by  other  Federal  refugee  programs.    The  principal  objec- 
tive is  to  enable  the  refugees  to  become  self-supporting  and  independent 
members  of  American  society.    Most  of  these  funds  are  provided  for  the  reset- 
tlement of  Soviet  refugees.    A  wide  range  of  activities  is  covered  including 
English  language  training,  job  counseling,  development  and  placement,  recerti- 
fication  of  professionals  trained  abroad,  social  services,  cash  and  medical 
assistance,  and  acculturation  services. 

During  the  1981  consultations  process  with  Congress,  the  State  Department 
indicated  that  a  maximum  of  24,000  Soviet  and  other  refugees  served  by  the 
voluntary  agencies  would  be  admitted  in  1981.    However,  during  the  first  few 
months  of  FY  1981,  the  actual  flow  of  these  refugees  was  only  about  40  percent 
of  the  expected  maximum  level.    This  lower  level  of  actual  arrivals  is  expected 
to  be  maintained  for  the  remainder  of  1981  and  all  of  1982 

The  revised  1981  and  1982  budgets  incorporate  these  revisions  and  assume  that 
the  voluntary  agencies  will  serve  9,600  refugees  in  1981  and  9,000  refugees  in 
in  1982. 

Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981  Revised  Estimate 

The  1982  revised  request  is  $600,000  less  then  the  1981  revised  request  due  to 
a  projected  600  person  reduction  in  the  number  of  new  refugees  entering 
in  1982. 


647 


21 


Cuban  Program  Phasedown 

Authorizing  Legislation:    -  Section  313(c)  of  the  Refugee  Act  of  1980 
Public  Law  96-212 


1981 

Revised  Estimate 


Pos 


Amount 


1982 
Revised  Request 


Pos 


Amount 


Current  request 
Proposed  change 

Revised  request 


$44,800,000 


$36,800,000 


$33,602,000 
-  -33,602,000 


Justification  for  FY  1982  Revised  Request 

This  program  is  proposed  for  elimination  in  FY  1982. 

Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981  Revised  Estimate 

The  Migration  and  Refugee  Assistance  Act*  of  1962,  the  legislative  basis  for  the 
Cuban  Refugee  Program,  was  enacted  following  action  of  the  President  to  estab- 
lish a  temporary  program  in  February,  1961,  to  meet  emergency  needs  of  Cuban 
refugees  entering  the  United  States.    The  last  sizeable  migration  of  Cuban 
refugees  prior  to  1979  was  in  1974. 

The  Refugee  Act  of  1980  repealed  the  domestic  assistance  portion  of  the  1962  Act 
and  replaced  it  with  authority  to  phase  down  assistance  to  Cuban  refugees  who 
entered  the  U.S.  prior  to  October  1,  1978.    Cubans  who  enter  the  country  after 
that  date  are  eligible  for  assistance  either  under  the  State  administered  activity 
of  the  Refugee  Assistance  program  (if  they  have  refugee  status)  or  under  the  Cuban/ 
Haitian  Entrants  program  (if  they  have  entrant  status). 

The  FY  1982  Budget  includes  no  funds  for  this  activity  for  a  number  of  reasons: 

o    Beginning  in  FY  1982,  all  of  the  early  Cuban  refugees  served  by  this  program 
will  have  been  in  the  United  States  for  more  than  three  years.    Under  the 
the  Refugee  Act  of  1980  assistance  to  refugees  not  covered  by  the  Cuban 
Phasedown  is  limited  to  three  years.    Termination  of  this  program  in  FY  1982 
would  treat  those  refugees  covered  by  the  Cuban  Phasedown  Program  consistent 
with  all  other  refugees  served  under  the  Refugee  Act  of  1980. 

o    Virtually  all  of  the  early  Cuban  refugees  have  achieved  self  sufficiency  and 
are  no  longer  in  need  of  special  federal  assistance.    For  example,  in  1977  the 
average  annual  income  of  Cuban  refugee  families  was  equal  to  9655  of  the 
average  family  income  in  the  United  States. 

o   This  program  has  been  in  existence  since  1962.    In  the  twenty  years  since  the 
the  program's  inception  over  $1.5  billion  in  Special  Federal  assistance  has 
already  been  provided  to  these  early  Cuban  refugees.    Given  the  success  of  the 
Cuban  in  achieving  self-sufficiency  and  the  level  of  support  which  has  already 
been  provided,  we  believe  the  program  has  achieved  its  original  objectives. 
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Education  Assistance  for  Children 


Authorizing  Legislation:    The  Refugee  Act  of  1980,  Public  Law  96-212 

1981  Increase 
Current  or 
Estimate  1982  Estimate  Decrease 


Authari- 

Pos  3A  zation       Pos  8A  Pos  BA 


Education  Assistance 

for  Children  -     $44,268,000     $200,000,000      -     $21,000,000         -  -$23,268,000 

Purpose  and  Method  of  Operation 

This  activity  provides  for  grants  to  school  districts  which  have  large  numbers 
of  refugee  children.    The  grants  will  help  the  school  provide  the  special 
curriculum  materials,  bilingual  teachers  and  aides,  remedial  classes,  guidance 
and  counseling,  which  are  required  to  bring  the  refugee  children  into  the 
mainstream  of  the  American  education  system^ 

V  •»' 

Although  HHS  is  requesting  funds  for;  this  activity,  the  program  will  be  admin- 
istered by  the  Department  of  Education.    HHS  will  transfer  the  funds  to  Education 
via  an  interagency  agreement  and  work  closely  with  Education  in  monitoring  this 
program. 

Rationale  for  the  Budget  Request 

The  budget  request  is  based  on  forward  funding  so  that  money  can  be  made 
available  to  schools  at  the  beginning  of  the  school  year.    The  FY  1982 
estimate  is  for  the  1982-1983  school  year.    Estimates  are  based  on  the  assumption 
that  805  of  the  refugee  children  will  be  in  areas  of  concentration  and  thus 
eligible  for  aid. 

We  anticipate  these  funds  will  aid  about  70,000  refugee  children  in  the  1982-83 
school  year.    The  average  grant  will  be  about  $300  per  child.    The  1982  funds 
will  be  used  to  assist  refugee  children  who  are  anticipated  to  be  admitted  into 
the  country  during  FY  1982. 

The  FY  1982  budget  will  provide  sufficient  funds  to  make  payments  for  refugee 
children  up  to  one  year  after  their  arrival  in  this  country.    This  represents  a 
change  from  1981  budget,  which  provided  funds  for  refugee  children  who  were  in 
this  country  for  two  years  or  less.    The  FY  1982  budget  is  designed  to  direct 
limited  refugee  resources  on  those  children  most  in  need,  particularly  those 
moat  recent  arrivals.    In  addition,  funds  for  refugee  children  education  are 
available  from  other  programs. 

The  principal  recipients  of  these  funds  will  be  local  educational  agencies 
(LEAS).    These  funds  will  be  used  to  defray  increased  operating  costs  of  serving 
refugee  children.    Some  of  these  funds  may  also  be  used  to  assist  State  educa- 
tion agencies  (SEAs)  in  order  to  help  them  provide  technical  assistance  and 
other  aid  to  LEAs  not  eligible  for  direct  grants  but  serving  refugee  children. 
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Federal  Administration 


Authorizing  Legislation:    The  Refugee  Act  of  1980,  Public  Law  96-212 


1981 

Revised  Estimate 


1982 
Revised  Request 


Pos 


Amount 


Pos 


Amount 


Current  request 


101  $6,500,000 


Proposed  change  -4 


405,000 


Revised  request       97  $6,095,000 
Justification  for  FY  1982  Revised  Request 


104 


■10 


94 


$7,378,000 


$7,051,000 


Federal  staff  provide  program  direction  and  technical  assistance  to  States, 
voluntary  refugee  resettlement  agencies,  and  refugee  employment  training  pro- 
grams. t  ^\  ,v 

The  Office  of  Refugee  Resettlement  (ORR)  was  established  by  the  Refugee  Act  of 
1980  as  the  Federal  agency  charged  with  the  responsibility  of  overseeing  the 
domestic  refugee  assistance  programs.    As  a  result  of  the  Refugee  Act,  ORR 
assumed  broader  and  greater  functions  related  to  the  refugee  resettlement 
effort.    Several  major  initiatives  are  underway  to  meet  these  new  demands. 
These  include: 


—  Review  and  approval  of  State  plans  for  the  delivery  of  social  services 
and  training  programs.    In  FY  1981,  requirements  were  placed  on  States 
to  plan  for  services  provided  to  refugees.    Planning  will  be  directed 
toward  emphasizing  services  most  needed  to  increase  refugee  self-suffi- 
ciency. 


—  More  intensive  program  and  financial  monitoring  of  States  and  other 
grantees  to  assure  the  validity  of  claims  and  to  assure  compliance  with 
approved  plans  and  contracts. 

—  Development  of  a  data  base  for  the  refugee  program  to  accumulate 
information  on  the  demographics  of  the  refugee  population  for  use  in 
planning  and  administration  of  the  program. 

The  new  Refugee  Act  of  1980  requires  increased  oversight,  control,  fiscal 
accountability  and  reporting  of  refugee  program  funds.    This  began  in  FY  1981 
and  we  propose  to  continue  at  this  level  for  FY  1982. 
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Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981  Revised  Estimate 

As  part  of  the  Administration's  effort  to  reduce  staff,  the  revised  FY  1982 
budget  request  includes  a  reduction  from  the  revised  FY  1981  budget  of  three 
full-time  permanent  positions.    This  reduction  is  in  addition  to  the  four 
time  permanent  position  reduction  that  was  proposed  in  the  FY  1981  budget 
request. 
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Preventive  Health 


Authorizing  Legislation:    The  Refugee  Act  of  1980,  Public  Law  96-212 


1981 
Current 
Estimate 


1982  Estimate 


Increase 
or 

Decrease 


Pos 


BA 


Authori- 
zation 


Pos 


BA 


Pos 


BA 


Overseas  Screening  and 

Oisease  Monitoring        40  $3,020,000 


Indefinite       40    $2,000,000       -  -$1,020,000 


Health  Assessments 
Total 


4,839,000 


200,000,000 


5,132,U00 


293,000 


40     $7,859,000       Indefinite       40  $7,132,000 


-$  727,000 


Purpose  and  Method  of  Operation 

This  activity  provides  funds  for  two  basic  functions  related  to  health  care  for 
refugees.    The  first  is  to  ensure  that  adequate  screening  is  conducted  abroad  and 
at  ports  of  entry  to  identify  and  monitor  diseases  which  might  be  a  threat  to 
public  health.    This  work  will  be  conducted  by  Center  for  Disease  Control  (CDC) 
personnel  stationed  overseas  and  at  ports  of  entry.    They  will  work  to  improve 
the  quality  of  screening  and  disease  surveillance  in  the  refugee  camps  and 
inspection  and  notification  procedures  at  ports  of  entry. 

The  second  function  covers  activities  by  the  Health  Services  Administration 
(HSA)  to  provide  direct  health  care  to  refugees  once  they  have  been  relocated 
in  the  U.S.    HSA  will  conduct  health  assessments  and  immediate  follow-up  care 
for  a  variety  of  conditions  including  skin  infections,  intestinal  parasites, 
malnutrition,  and 


Rationale  for  the  Budget  Request 

The  1982  budget  request  for  overseas  and  port  of  entry  screening  activities 
includes  40  positions  which  CDC  will  require  to  review  procedures  ade- 
quately in  the  refugee  camps  and  at  ports  of  entry.    The  decrease  in  the 
budget  request  from  the  1981  level  is  based  on  lower  screening  and  monitoring 
costs  resulting  from  an  anticipated  level  of  refugee  admissions  for  FY  1982. 

The  estimate  for  health  assessments  is  based  on  the  assumption  that  only  60S  of 
refugees  will  respond  to  the  outreach  program  and  at  an  average  cost  per  visit 
of  $52. 
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Services  for  Certain  Applicants  for  Asylum 

Authorizing  Legislation:    Title  IV  -  Section  401  of  the  Refugee  Act  of  1980, 
Public  Law  96-212 

1981  1982  Increase  or 

Current  Estimate  Estimate  Decrease 

Pos  BA  Authori-        Pos     BA       Pos  BA 

zation 

Services  for  Certain 

Applicants  for  Asylum        -       $5,000,000  Indef.  -  .  -  -$5,000,000 

Purpose  and  Method  of  Operation 

Title  IV  of  the  Refugee  Act  of  1980  authorizes  funding  to  State  and  local 
public  agencies  for  services  to  aliens  in  the  United  States  who  applied  for 
asylum  before  November  1,  1979,  who  have  not  been  granted  asylum,  and  for  whom 
a  final  order  of  deportation  or  exclusion  has  not  been  entered.    Title  IV 
authorizes  the  Director  of  the  Office  of  Refugee  Resettlement  to  reimburse 
State  and  local  public  agencies  for  services,  including  cash,  medical  and 
supportive  social  services  provided  to  eligible  applicants. 

Rationale  for  the  Budget  Request 

In  FY  1981,  $5  million  was  requested  for  this  activity  to  cover  retroactive 
costs  and  1981  expenditures.    Due  to  enactment  df  Title  V  of  the  Refugee 
Education  Act  of  1980,  it  appears  unnecessary  to  request  funds  for  this  activity 
in  1982.    Title  V  of  the  Refugee  Education  Act  provides  sufficient  authority 
to  reimburse  States  for  the  FY  1982  costs  of  serving  these  individuals. 
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Refugee  Assistance 


Estimates  for  Consultant  Services 


Obligations 


Program  Activity 


FY  1981 
Revised  Estimate 


FY  1982 
Revised  Request 


Federal  Administration 


$1,591 ,000 


$1,463,000 


Description  of  the  Need  for  Consultant  Services 


The  Refugee  Act  of  1980  (Public  Law  96-212)  authorized  the  refugee  program  on  a 
permanent  basis  for  the  first  time.    The  Act  also  established  the  Office  of 
Refugee  Resettlement  (0RR)  as  the  Federal  agency  charged  with  managing  the 
domestic  refugee  assistance  program.    The  Refugee  Act  placed  added  require- 
ments on  the  program  in  areas  such  as  program  review  evaluation  and  monitoring. 

The  following  list  is  illustrative  of  some  of  the  current  refugee  related  issues 
which  0RR  will  examine  through  the  use  of  consultant  services;  strategies  for 
attainment  of  self-sufficiency  by  refugees,  the  evaluation  of  States'  refugee 
service  delivery  systems,  the  effectiveness  of  Federal  refugee  programs  in  the 
resettlement  effort,  and  an  assessment  of  the  needs  of  refugee  women  and  youths, 
and  comparative  studies  of  English  as  a  second  language(ESL)  approaches. 


1  I 

/ 
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Cuban  and  Haitian  Entrants  Domestic  Assistance 


For  expenses  necessary  to  carry  out  the  provisions  of  Sections  501(a)  and  (b)  of 
the  Refugee  Education  Assistance  Act  of  1980  with  respect  to  Cuban/Haitian 
Entrants  (status  pending)  and  Cubans  and  Haitians  who  have  arrived  in  the  United 
States  since  October  10,  1980,  and  have  been  released  to  community  sponsors 
pursuant  to  Immigration  and  Naturalization  Service  regulations,  $73,000,000,  to 
remain  available  until  expended.!/ 


1/  The  1982  budget  request  includes  appropriation  language  that  $73,000,000  of 
the  1982  appropriation  will  remain  available  until  expended.    These  funds 
will  be  used  for  reimbursing  States  for  the  costs  of  assisting  the  entrants. 
The  extended  availability  is  necessary  due  to  the  uncertainty  regarding  th^ 
flow  and  level  of  public  assistance  needs  of  the  entrants. 


78-993   O— 80  42 
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Department  of  Health  and  Human  Services 
Office  of  Refugee  Resettlement 
Cuban  and  Haitian  Entrants  Domestic  Assistance 
Amounts  Available  for  Obligation 

1981  1982 

Revised  Revised 

1980  Actual                Estimate  Estimate 

Appropriation                                      $  100,000,000            $  90,000,000  $73,000,000 

Subtotal,  Budget  Authority                    100,000,000               90,000,000  73,000,000 

Unobligated  balance,  start  of  year  -  100,000,000 

Unobligated  balance,  end  of  year         -100,000,000   -   - 

Total,  Obligations                                       -                   $190,000,000  $73,000,000 
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Summary  of  Changes 


1981  Estimated  budget  authority 

1982  Estimated  budget  authority 
Net  Change 


$190,000,000  * 
73,000,000 
-$117,000,000 


1981  Revised  Base 


Change  from  Base 


Pos 


Amt. 


Pos 


Amt. 


Decreases 

A.  Program 

1.    Domestic  Assistance 
costs  -  decline  in 
the  level  of  aid  to 
eligible  entrants 


*  $100,000,000  was  appropriated  in  FY  1980  but  not  obligated.    This  amount  has  been 
brought  forward  and  is  available  for  obligation  in  FY  1981. 


in  FY  1982 


$190,000,000 


-$117,000,000 


Total  Decreases 


-$117,000,000 
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Authorizing  Legislation 


1981  Amt. 
Authorized 


1981 
Revised 
Estimate 


1982  Amt. 
Authorized 


1982  Revised 
Request 


Domestic  Assistance  Costs  Indefinite 


$190,000,000 


Indefinite 


$73,000,000 


*  $100,000,000  was  appropriated  in  FY  1980  but  not  obligated.    This  amount  has  been 
brought  forward  and  is  available  for  obligation  in  FY  1981 . 
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Cuban  and  Haitian  Entrants  Domestic  Assistance 

Budget  Est.  House  Senate 

to  Congress  Allowance               Allowance  Appropriation 

1980  -  $100,000,000          $100,000,000             $100,000,000  V 

1981  $90,000,000  -                           -                        90,000,000  2/ 

1982  73,000,000 


V  $100,000,000  was  appropriated  in  FY  1980  under  Chapter  III  of  the  Supplemen- 
"   tal  Appropriations  and  Rescission  Act  of  1980  (P.L.  96-304)  and  authorized  by 

Title  V  (Fascell-Stone  Amendment)  of  the  Refugee  Education  Assistance  Act  of 
-    1980  (P.L.  96-422).    The  funds  were  made  available  to  be  expended  through  the 
end  of  FY  1981.    Since  there  were  not  expenditures  or  obligations  incurred  in 
FY  1980,  the  entire  amount  is  available  for  obligation  in  FY  1981. 

2/  The  appropriation  for  this  account  has  not  been  enacted.  The  1981  amount 
shown  is  based  on  a  continuing  resolution  (P.L.  96-536)  in  effect  through 
June  5,  1981. 
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36 


1981 
Revised 
Estimate 


1982 
Revised 
Estimate 


Increase  or 
Decrease 


Domestic  Assistance 
Costs 

(Retro  Reimbursement) 
(Cash/Med/Admin) 
(Social  Services) 
(Unaccompanied  Minors) 
(Contingency  Reserve) 
(Federal  Administration) 
(Education  Assistance) 


Pos  Amt. 

-  $190,000,000  V 

-  (20,000,000) 

-  (87,200,000) 

-  (31,500,000) 

-  (31,000,000) 

-  (20,000,000) 

(300,000) 
(-) 


Pos  Amt. 

-  $73,000,000 

(-) 

-  (37,700,000) 

-  (15,000,000) 

-  (20,000,000) 

{-) 

-  (  300,000) 

(-) 


Pos  Amt. 

-  -$117,000,000 

-  (-20,000,000) 
(-49,500,000) 

-  (-16,500,000) 

-  (-11,000,000) 

-  (-20,000,000) 

(-) 
(-) 


1/  $100,000,000  was  appropriated  in  FY  1980  but  not  obligated. 
~   brought  forward  and  is  available  for  obligation  in  FY  1981. 


This  amount  has  been 


General  Statement 


This  appropriation  provides  assistance  for  resettlement  of  certain  Cuban  and 
Haitian  arrivals  (with  the  legal  status  of  Entrant)  in  the  United  States  based 
on  the  provisions  of  Title  V  of  the  Refugee  Education  Assistance  Act  of  1980 
(Public  Law  96-442).    The  assistance  provided  to  these  people  includes  cash  and 
medical  assistance  and  certain  support  services.    State  and  local  agencies  also 
receive  funds  for  the  operations  of  these  programs.    The  principal  objective  of 
the  program  is  to  help  the  entrants  become  independent,  productive  members  of 
American  society. 

Budget  Policy 

The  1982  budget  request  is  based  on  the  assumption  that  there  will  be  no 
additional  entrant  arrivals  in  FY  1982.    The  FY  1982  request  provides  sufficient 
funds  to  cover  the  1982  assistance  needs  of  the  150,000  entrants  who  arrived  in 
FY  1980  and  the  estimated  18,000  entrants  expected  to  arrive  in  FY  1981.  The 
program  will  continue  to  reimburse  the  States  for  100  percent  of  the  costs  of 
assistance  provided  to  entrants  in  FY  1982. 
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Domestic  Assistance 

In  1982,  Domestic  Assistance  funds  will  be  provided  to  States  for  assistance  to 
Cuban  and  Haitian  entrants.    Eligible  entrants  will  receive  aid  on  the  same 
basis  as  refugees  under  the  Refugee  Act  of  1980.    This  includes  cash  and 
medical  assistance  for  needy  individuals,  social  services  to  facilitate  their 
assimiliation,  services  for  unaccompanied  minors  and  related  activities. 


The  1981  budget  for  Domestic  Assistance  to  Cuban  and  Haitian  Entrants  was 
divided  into  a  number  of  activities.    In  the  1982  budget,  we  are  requesting 
funds  for  similar  purposes  but  in  a  consolidated  activity.    This  will  allow 
flexibility  in  responding  to  the  assistance  needs  of  the  entrants  in  FY  1982. 
However,  for  purposes  of  comparison  with  the  1981  budget,  the  estimated  level 
of  funding  for  1982  by  activity  is  displayed. 
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Retroactive  Reimbursement 


Authorizing  Legislation:      Section  501(a)  of  the  Refugee  Education  Assistance 
Act  of  1980 

1981  Increase  or 

Current  Estimate  1982  Estimate  Decrease 


Budget  Authori-  8udget  Budget 

Pos       Authority  zation  Pos         Authority      Pos  Authority 

Retroactive 

Reimbursement      -       $20,000,000       Indefinite         -  -  -$20,000,000 

Purpose  and  Method  of  Operation 

This  activity  provided  funds  for  reimbursing  State  and  local  governments  for 
the  FY  1980  costs  of  providing  assistance  (cash,  medical,  social  services, 
services  to  unaccompanied  minors,  and  State  administration)  to  entrants  in  FY 
1980. 

Rationale  for  the  Budget  Request 

It  is  expected  that  the  existing  appropriation  will  be  sufficient  to  fully  reim- 
burse the  States  for  the  costs  they  incurred  in  serving  the  entrants  during 
1980.    Therefore,  no  additional  funds  are  requested  for  this  purpose  in  1982. 
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Cash  and  Medical  Assistance  and  State  Administration 


Authorization  Legislation:    Section  501(a)  of  the  Refugee  Education  Assistance 
Act  of  1980 

1981  Increase  or 

Current  Estimate  1982  Estimate  Decreases 


Budget  Authori-  Budget  Budget 

Pos    Authority       zation  Pos        Authority    Pos  Authority 

Cash/Med/Admin  -    $87,200,000      Indefinite       -         $37,700,000    -  -$49,500,000 


Purpose  and  Method  of  Operation 

Under  Section  501(a)  of  the  Refugee  Education  Assistance  Act  of  1980,  Cuban  and 
Haitian  entrants  are  eligible  for  cash  and  medical  assistance  equivalent  to 
that  provided  to  refugees  under  the  Refugee  Act  of  1980.    This  activity  pro- 
vides funds  to  State  agencies  to  pay  for  the  FY  1982  cash,  medical,  and  State 
administration  costs  of  this  assistance. 


Rationale  for  the  Budget  Request 

Budget  estimates  for  this  activity  are  based  on  the  number  of  Cuban  and  Haitian 
entrants  who  have  entered  the  U.S.  and  the  percentage  that  are  expected  to 
require  assistance.    Current  estimates  of  the  cost  of  this  assistance  are  based 
on  the  following: 

o    There  are  125,000  Cubans  and  25,000  Haitians  who  arrived  in  1980  and 
are  eligible  for  assistance.    An  estimated  18,000  entrants,  mostly 
Haitians,  will  arrive  in  1981  and  will  be  eligible  for  assistance.  No 
new  entrant  arrivals  are  anticipated  in  FY  1982. 

o    The  dependency  rate  for  entrants  will  decline  with  their  length  of  time 
in  this  country.    The  1982  budget  assumes  that  25  percent  of  the  1980 
and  1981  entrants  will  be  dependent  on  public  assistance.    This  com- 
pares with  the  1981  budget  which  assumed  40  percent  of  these  entrants 
would  need  assistance. 
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Social  Services 


Authorizing  Legislation:    Section  501(a)  of  the  Refugee  Education  Assistance 
Act  of  1980 


1981  Increase  or 

Current  Estimate  1982  Estimate      '  Decrease 


Budget  Authori-  Budget  Budget 

Pos    Authority       zation  Pos        Authority    Pos  Authority 

Social  Services        -    $31,500,000      Indefinite       -        $15,000,000    -  -$16,500,000 

Purpose  and  Method  of  Operation 

This  activity  provides  funds  to  reimburse  States  for  social  services  activities 
designed  to  assist  Cuban  and  Haitian  entrants.    The  purpose  of  this  activity  is 
to  ensure  that  the  entrants  obtain  the  skills  and  training  necessary  to  become 
self-sufficient  and  avoid  long-term  welfare  dependency. 


Rationale  for  the  Budget  Request 

In  1982,  emphasis  will  be  placed  on  using  these  funds  for  English  language 
instruction  and  vocational  training  for  the  1981  arrivals  as  well  as  continued 
services  to  1980  arrivals.    Social  services  will  be  provided  in  accordance  with 
the  same  policies  as  those  which  apply  under  the  Refugee  Resettlement 
Programs.    Allowable  services  include  any  services  which  are  permissable  in  the 
State  as  Title  XX  social  services  and  the  following  services  regardless  of 
whether  they  are  permissable  under  the  States'  Title  XX  plan:    outreach  services, 
manpower  employment  services,  vocational  training,  skills  recertification,  day 
care,  transportation,  social  adjustment  services  (including  information  and 
referral  services,  emergency  services,  physical  and  mental  health-related 
services,  home  management  services,  and  orientation  services),  translation  and 
interpreter  services. 
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Unaccompanied  Minors 

Authorizing  Legislation:    Section  501(a)  of  the  Refugee  Education  Assistance 
Act  of  1980 

1981  Increase  or 

Current  Estimate  1982  Estimate  Decrease 


Budget  Authori-  Budget  Budget 

Pos    Authority       zation  Pos        Authority    Pos  Authority 

Unaccompanied  Minors     -    $31,000,000      Indefinite       -        $20,000,000    -  -$11,000,000 


Purpose  and  Method  of  Operation 

This  activity  provides  funds  for  the  cost  of  caring  for  the  large  number  of 
Cuban  and  Haitian  unaccompanied  minors.    .Nearly  2,000  unaccompanied  minors  were 
among  the  thousands  of  person  who  reached  the  United  States  from  Cuba  and  Haiti 
during  1980. 

Under  Title  II  of  the  Refugee  Assistance  Act  of  1980,  the  Office  of  Refugee 
Resettlement  is  authorized  to  provide  assistance,  reimbursement  to  the  States 
and  make  grants  to,  and  contracts  with,  public  and  private  non-profit  agencies 
for  the  care  of  these  children.    The  minors  will  be  placed  in  family  foster 
care  and  in  some  cases  institutionalized  care  settings.    The  same  range  of 
child  welfare  benefits  and  services  available  in  a  State's  foster  care  program 
will  be  provided  to  Cuban  and  Haitian  entrant  unaccompanied  minors. 

Rationale  for  the  Budget  Request 

The  1982  request  for  this  activity  is  based  on  providing  the  same  range  of 
services  to  the  unaccompanied  minors  that  was  provided  in  1981.    The  amount 
requested  is  $11  million  less  than  1981  budget  due  to  the  large  number  of 
minors  who  are  expected  to  reach  majority  (eighteen  years  of  age  or  such  higher 
age  as  designated  in  each  State's  child  welfare  services  plan)  during  this 
period. 
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Contingency  Reserve 

Authorizing  Legislation:    Section  501(a)  of  the  Refugee  Education  Assistance 
Act  of  1980 

1981  Increase  or 

Current  Estimate  1982  Estimate  Decrease 


Budget  Authori-  Budget  Budget 

Pos    Authority       nation  Pos        Authority    Pos  Authority 

Contingency  Reserve       -    $20,000,000      Indefinite       -  -  -$20,000,000 


Purpose  and  Method  of  Operation 

This  activity  was  included  in  the  1981  budget  to  cover  additional  costs  of  cash 
and  medical  assistance  in  the  event  that  the  original  estimate  of  the  portion 
of  the  Cuban/Haitian  entrant  population  requiring  assistance  was  too  low. 

This  reserve  was  requested  in  1981  because  of  the  fluidity  of  the  entrant 
situation  and  uncertainty  over  the  number  of  entrants  arriving  and  their 
estimated  level  of  public  assistance  needs. 

Rationale  for  the  Budget  Request 

It  is  not  expected  that  an  increase  in  the  contingency  fund  is  needed  in  FY 
1982.    Should  contingency  funds  be  required  in  FY  1982,  that  portion  of  the  FY 
1981  appropriation  set  aside  for  contingencies  (but  not  used  in  FY  1981)  could 
be  used  in  FY  1982. 


669 

( 


r 

\ 


Federal  Administration 

Authorizing  Legislation:    Section  501(a)  of  the  Refugee  Education  Assistance 
Act  of  1980 

1981  Increase  or 

Current  Estimate  1982  Estimate  Decrease 

Budget  Author i-  Budget  Budget 

Pos    Authority       zation  Pos         Authority    Pos  Authority 

Federal  Admin.  -  .    $300,000       Indefinite       -  $300,000 


Purpose  and  Method  of  Operation 

Funds  are  used  for  the  administrative  expenses  of  the  Office  of  Refugee  Reset- 
tlement related  to  the  administering  of  the  Cuban/Haitian  Entrants  domestic 
assistance  program.    The  activities  include  review  and  monitoring  of  State 
plans  as  well  as  technical  assistance  to  the  States. 

Rationale  for  the  Budget  Request 

In  1982  these  funds  will  be  used  to  continue  monitoring  the  distribution  of 
the  funds  provided  through  Section  501(a)  of  the  Refugee  Education  Act  of  1980 
and  providing  technical  assistance  to  the  States  in  designing  assistance 
programs  which  will  enable  the  entrants  to  become  self-sufficient. 
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Education  Assistance 

Authorizing  Legislation:    Section  302(b)  of  the  Refugee  Education  Assistance 
Act  of  1980 

1981  1982 
Revised  Estimate  Revised  Request 

Pos    Amt.  Pos  Amt. 

Current  request  -  -  $15,000,000 

Proposed  change  -  -  -15,000,000 

Revised  request     -  - 

Justification  for  FY  1982  Revised  Request 

No  funds  are  requested  for  this  activity  in  FY  1982. 

Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981  Revised  Estimates 

Basic  assistance  for  the  extraordinary  costs  of  educating  refugee  and  entrant 
school  children  are  presently  being  provided  through  the  education  programs 
funded  under  the  Refugee  Act  of  1980.    Therefore  no  funds  are  requested  for  this 
activity  in  either  the  revised  1981  or  1982  budget. 
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APPROPRIATION  LANGUAGE 

46 

Cuban  and  Haitian  Entrants  Reception  and  Processing 


For  expenses  necessary  under  Section  501 Cc)  of  the  Refugee 
Education  Assistance  Act  of  198  0   CP.L.  96-4221  to  process, 
care,  maintain,  transport,  return  and  initially  resettle 
Cuban  and  Haitian  entrants  $27,000,000  to  remain  available 
until  expended.  1/ 


1/  Extended  availability  is  requested  given  uncertainties  over 
the  timing  of  camp  closing  and  potential  delays  in  the  submission 
to  the  Task  Force  of  requests  for  payment  by  vendors  and  agencies 
providing  care  and ' maintenance  services  to  the  entrants. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
CCBAN/HATTIAN  TASK  FORCE 
CDBAN  AND  HAITIAN  ENTRANTS  RECEPTTCN  AND  PRCCESSING 

Amounts  Available  for  Obligation 

1981  1982 

1980  Actual         Estimate  Estimate 

Appropriation                                                      -0-            §167,100,000  527,000,000 

Subtotal,  Budget  Authority                                   -0-              167,100,000  27,000,000 

Dhcbligated  balance,  start  of  year                       -0-              167,100,000  -0- 

Uncbligatad  balance,  end  of  year                         -0—                  -0—  -0— 

Total,  Obligations                                               -0-              167,100,000  27,000,000 
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Summary  of  Changes 

1981  Estimated  budget  authority  $167,100,000 

1982  Estimated  budget  authority..   27,000,000 

Net  Charge  -140,100,000 


1981  Base 


Amt 


Change  from  Base 
Pes  Amt 


Decreases 
Program 

1.    Entrants  Reception  —  $167,100,000  —  -$140,100,000 

and  Processing 

(Reception  and  care)   (— )  (  89,000,000)         (— )  (-  66,000,000) 

(Resettlement  assistance)  (— )  (  48,600,000)         (— )  (-  45,600,000) 

(Grants  for  security.-.   (— )  (    S, 000, 000)         (— )  (-  5,000>000) 

and  safety) 

(Federal  administration)  (— )  (    4,500,000)         (— )  (-  3,500,000) 

(Contingency  reserve)  (—•)  (  20,000,000)         (— )  .    ..    (-  20,000,000) 

Total  decreases  -$140,100,000 
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1980 
Actual 


1981 
Estimate 


1982 
Est  irate 


Entrants  Reception 
and  Processing 

(Reception  and  care).... 
(Resettlement  assistance; 
(Grants  for  security 

and  safety)  

(Federal  administration) 
(Contingency,  funds )  , 


EOS 

Amt 

Fos  Amt 

Pos 

—  $167,100,000 

.(— ) 

(— ) 

(— )  (589,000,000) 

(— : 

.(•— J 

(— ) 

(— )        (  48, 600, 000) 

(— : 

.(— ) 

(— ) 

(■— J       (  5,000,000) 

(— ] 

.(— ) 

(— ) 

( — )        (  4,500,000) 

(— ] 

.(— ) 

(— ) 

(— )        (  20,000,000) 

(— i 

Amt 


$27,000,0( 


($23, 000, C 
(  3,000,C 


(    1,000, C 
(— ) 
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Authorizing  Legislation 


1982 

1981  Amt.  1981  1982  Amt.  Budget 

Authorized  Estimate  Authorized  Estisate 

Entrants  Reception 

and  Processing   ...Indefinite        $167,100,000        Indefinite  $27,000,000 
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Budget  Aut£gs±ty  by-efo-ject 


Total  no.  of  permanent  positions  — 

Pull-tine  equivalent  of  ..all  other  1/ 

positions  614  88 

y 

Total  comcensable  wcric  vears  614  88  -526 


Personnel  Compensation: 
Permanent  Positions 

Positions  other  than  Permanent  S3, 380 ,000  $1,500,000     -$€, 380, 000 

Other  Personnel  Cancensation  2,500,000   0     -  2-^500,000 

V  2/ 

Subtotal,  Personnel  Ccmrpnsaticn  10,880,000"  1,500,000~   -  9,380,000 

Personnel  Senefits  1,676,000  300,000  '  -  1,376,000 

Travel  &  Trans,  of  Persons  1,250,000  225,000     -  1,025,000 

Trans,  of  Things  0  0- 

Bent,  Communications  &  Utilities  450,000  275,000  -175,000 

Standard  Level  User  Charges  0  0  0 

Printing  &  Reproduction  1,000  1,000  - 

Other  Services  300,000  50,000  -250,000 

Supplies  &  Materials  75,000  17,000 '  -53,000 

Bquipment  150,000  22,000  --128,000 

Grants,  Subsidies  &  Contributions  152,318,000  24,610,000  -127,708,000 

Tbtal  Budget  Authority  by  Object  157,100,000  27,000,000  -140,100,000 

(consultant  services)  (19,700)  (— )  (-19,700) 


V  Far  temporary  schedule  A  hires  at  Task  Farce  sites,  including  Fort  Chaffee; 
~~     in  Washington.  D.C.;  and  Miami,  Florida 


2/   These  estimates  include  salary  and  overtime  costs  of  staff  at  Fort  Chaffee  and 
other  prrx-Hq^infT  centers,  which  in  the  President's  Budget  Apserdix  are  instead 
included  in  the  "Grants  Subsidies  and  Contributions "  line  activity.  Those 
Fart  Chaffee  and  other  center  processing  costs  are  estimated  to  total  $3,430,000 
in  FY  1981,  and  $1,200,000  in  FY  1982. 
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Justification 


Cuban  and  Haitian  Entrants  Recaption  and  Processing 


1981  1982  Increase  or 

Estimate  Estimate  Decrease 

Pes         Ant  Pos         Amt  Pas  Amt 


Entrant  Reception  and 


$157,100,000  — 

527,000,000 

—  -5140,000,00 

(— ) 

.(  89,000,000)      (— ) 

(23,000,000) 

(— )  (-66,000,00 

(Resettlement  assistance) . . 

(— ) 

(  48,600,000)      (— ) 

(  3,000,000) 

(— )  (-45,600,00 

(Grants  for  security 

C— ) 

(    5,000,000)  (—) 

(— ) 

(— )     (  -5,000,00 

(Federal  administration) . . . 

(— ) 

(    4,500,000)      (— ) 

(  1,000,000) 

(— )     (  -3,500,00 

(—J 

(  20,000,000)      (— ) 

(— ) 

(— )  (-20,000,00 

General  S  tatement 

This  appropriation  request  would  continue  activities  begun  in  FY  1980  for  the 
reception  and  processing  of  Cuban  and  Haitian  entrants.    These  activities,  autho- 
rized under  section  501(c)  of  the  Refugee  Education  Assistance  Act  of  1980, 
include:    the  reception  and  initial  processing  of  entrants  immediately  after 
their  arrival  in  the  U.S. ;  their  transportation  to  and  further  processing  and  . 
screening  at  resettlement  camps;  and  resettlement  activities  for  their  permanent 
placement  in  American  communities. 

This  piojian  was  established  in  April,  1980  in  response  to  the  massive  influx  of 
Cubans  and  Haitians.    During  the  five  month  period  between  April  and  September  of 
1980,  approximately  125,000  Cubans  and  10,000  Haitians  arrived  in  the  greater 
Miami,  Florida  area.    Fran  April  through  July,  the  Federal  Emergency  Management 
Agency  (FEMA)  coordinated  the  Federal  response  to  the  crisis  conditions  caused  by 
the  immediate  and  unexpected  arrival  of  these  entrants.    Cn  July  15,  1980,  President 
Carter  established  the  Cuban/Haitian  Task  Force  in  the  Department  of  State  as  the 
principal  Federal  agency  responsible  for  managing  Federal  efforts  to  receive, 
maintain  and  resettle  entrants.    During  this  period,  and  through  early  FY  1981, 
FEMA  continued  as  the  main  Federal  financial  source  for  Task  Force  activities. 

As  the  number  or  newly  arriving  entrants  stabilized  during  early  FY  1981,  the 
Task  Force  was  transferred  from  the  State  Department  to  the  Department  of  Health 
and  Human  Services.    Funds  initially  appropriated  to  the  State  Department  under 
the  first  FY  1981  Continuing  Resolution  (PL  96-369)  were  transferred  to  EES  in 
November,  1980,  and  a^H-t<-ionai  funding  authorized  under  the  second  FY  1981 
Continuing  Resolution  was  appropriated  directly  to  EES.    These  FY  1981  funds 
support  a  range  of  activities  related  to  the  processing,  care  and  resettlement  of 
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the  135,000  entrants  who  arrived  in  FY  1980  as  well  as  an  estimated  additional 
18,000  entrants  expected  to  arrive  in  FY  1981.    FY  1981  Task  Force  activities 
involve  the  assistance  and  cooperation  of  several  Federal  agencies  such  as  GSA, 
ODD,  INS  and  PES,  as  well  as  State  and  local  governments  and  voluntary  agencies. 

The  FY  1982  budget  continues  many  of  these  FY  1981  activities  but  at  signifi- 
cantly lower  levels.    That  budcet  assumes  that  no  additional  entrants  will  arrive 
in  FY  1982.    Under  these  assumption,  entrant  processing  centers  and  camps  would 
close  by  approximately  December,  1981,  and  resettlement  grant  assistance  would  be 
limited  to  those  entrants  who  remain  in  camps  from  FY  1981  arrivals  or  from 
selected  sponsor  breakdowns.    The  FY  1982  estimate  also  includes  costs  for  health 
care  and  mental. health  care  services  for  entrants,  included  in  the  Health  Ser- 
vices Administration  account  in  FY  1981.    The  health  care  and  mental  health  care 
needs  of  the  entrants  in  FY  1982  would  be  met  from  medical  care  staff  at  camps 
and .processing  centers  and  from  assistance  provided  through  Community  Health  and 
Community  Mental  Health  Centers  in  locations  with  large  concentrations  of  entrant 
populations. 

General  Operating  Expenses 

The  FY  1982  budget  consolidates  the  individual  FY  1981  budget  activity  lines  into 
one  "General  Operating  Expenses"  line.    As  the  number  of  entrants  newly  arriving 
in  the  U.S.  stops  at  the  start  of  FY  1982,  the  Cuban/Haitian  Task  Force  will 
concentrate  its  efforts  on  resettling  those  entrants  who  arrived  in  FY  1981  but 
still  remain  in  entrant  camps.    With  no  new  arrivals,  all  camps  and  processing 
centers  will  be  closed  as  quickly  as  possible.    Closing  of  the  camps  will  be 
coordinated  closely  with  the  resettlement  effort,  and  it  is  assumed  that  such 
dosing  can  be  completed  by  December  31,  1981.    Even  with  the  camp  closing  and 
primary  resettlements  completed,  however,  Task  Force  staff  will  continue  to 
manage  and  monitor  health  care,  mental  health  care  services  for  medically  needy 
entrants  both  while  in  processing  camps  and  after  they  initially  resettle  into 
American  communities. 

The  FY  1982  $27  million  budget  would  support  the  following  major  activities. 
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-'Beeestiffiri  asd-  Care 

(section  501 (c)  of  the  Refugee  Education  Assistance  Act  of  1980) 


1931 

Current  Estimate                        ,Q9?             ^,  Increase  or 

  1982  gstimate  Decrease 

Budget                                                     Budget  Budget 

Pos .     Authori ty  Authorization  Pos .  Authority  Pos .  Authority 

—     189,000,000                 Indefinite          $23,000,000  -566,000,0 


Purpose  and  method  of  operation  -  This  activity  provides  for 
the  processing  and  care  of  entrants  in  camps  and  processing 
sites  where  they  undergo  medical  and  security  screening  and 
await  resettlement  or  placement  in  American  communities.  Also 
included  in  this  activity  are  funds  for  supportive  services 
to  unaccompanied  minor  entrants,  and  care  for  entrants  who 
require  health  care  and  medical  health  care  services.  These 
special  services  to  the  minors  and  medically  needy  entrants 
are  provided  both  within  the  camps  and  processing  sites,  and 
and  immediately  after  their  resettlement  into  communities. 

Reception  and  care  activities  are  intended  to  provide  essential 
services  to  the  entrants  humanely  and  efficiently.    These  services 
are  also  designed  to  provide  a  thorough  screening  and  assessment 
of  entrants  prior  to  their  departure  from  the  camps.  Services 
are  provided  directly  and  .indirectly  by  INS,  PHS ,  Defense,  GSA 
and  other  Federal  agencies.     Services  performed  by  these  agencies 
may  be  reimbursed  by  HHS  under  directives  from  the  Secretary 
of  HHS  to  them,  as  authorized  by  section  501(c)  of  the  Refugee 
Education  Assistance  Act  of  1980. 

Rationale  for  the  budget  request  -  The  budget  estimate  for  this 
activity  is  related  directly  to  the  number  of  entrants  in  camps 
or  processing  sites,  the  amount  of  time  they  spend  in  those 
locations,  and  their  special  needs  for  health  care,  mental  health 
care,  or  for  child  care  services  for  unaccompanied  minors. 
Reception  and  care  activities  are  grouped  in  the  folloving  major 
categories : 

Camp  Operations  -  This  activity  includes  the  day-to-day  operation 
ot  entrant  camps  and  processing  sites  used  to  care  and  process 
entrants  before  resettlement.    Because  it  is  expected  that  no 
additional  entrants  will  arrive  during  FY  1982,  the  FY  1982  camp 
operations  budget  estimate  will  support  the  phase  out  of  existing 
entrant  camps  and  processing  sites.    Entrants  who  arrive  in 
late  Fy  1981  and  are  transported  to  Fort  Allen  or  another  camp 
site  would  •eemain.  there  while  "the  Task.  Force  attenmts  to  resettle 
them  into  American  communities.    As  the  remaining  camp  population 
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is  resettled,  the  camp  will  be  phased  down  and  closed.  The 
ST  million  camu  operations  budget  estimate  assumes  that  this 
phasedown  and  closing  process  will  he  cannle-tad.  by  about 
December  31,  1981. 

Services  to  Unaccompanied  Minors  -  The  budget  estimate  includes 
SI  million  for  child  care  services  to  unaccompanied  minor 
entrants  who  arrive  in  FY  1981,  but  who  would  still  not  have 
been  placed  with  American  families,  in  foster  homes  or  other 
more  permanent  settings.     It  is  estimated  that  unaccompanied 
minors  comprise  as  much  as  6  percent  of  the  total  number  of 
entrant  arrivals.     The  $1  million  budget  estimate  is  based 
on  this  population  assumption  and  daily  care  costs  of 
approximately  $'60  to  $70. 

Medical  Services  and  Mental  Health  Care  -  It  is  expected  that 
515  million  is  required  to  meet  the  contract  medical  care  and 
mental  health  assessments  and  care  of  the  entrants  during 
FY  1982.     Experience  in  FY  1980  and  FY  1931  medical  care 
and    mental  health  care  service  needs  shows  that  many  of  the 
entrants  have  required  emergency  services  while  in  camps 
or  processing  centers,  and  others  have  required  emergency  and 
ongoing  care  after  they  are  resettled.     The  emergency  care-  has 
been  provided  through  a  range  of  institutions,  including 
community  health  clinics  and  hospitals.     The  ongoing  medical 
care  or  mental  heath  care  has  been  provided  through  the  camps 
themselves  in  some  cases,  as  well  as  through  Community  Health 
Centers  and  Community  Mental  Health  Centers,  and  other 
facilities  in  the  areas  where  entrants  resettle. 

In  FY  1980,  the  Congress  appropriated  $36  million  to  the 
Health  Services  Administration  to  provide  for  necessary  health 
and  medical  services  for  the  entrants.    The  Congress  made  an 
additional  $5  million  available  for  this  purpose  in  FY  1981 
in  the  Task  Force's  Cuban  and  Haitian  Entrants  Reception  and 
Processing  budget.    The  $41  million  funding  total  is  expected 
to  be  adequate  to  continue  these  services  through  both  FY  1980 
and  FY  1981.     The  $1S  million  request  for  FY  1982  will  continue 
these  same  activities,  but  at  a  reduced  rate,  through  FY  1982. 
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Resettlement  Assistance 
(section  501(c)  of  the  Refugee  Education  Assistance  Act  of  1980) 


1981  Increase  or 

Current  Estimate   1982  Estimate   Decrease 

Budget  Budget  Budget 

Pos .     Authority  Authorization  Pos .  Authority  Pos .  Authority 

—    $48,600,000  Indefinite             $3,000,000  --  -$45,600,000 


Purpose  and  method  of  operation  -  This  activity  provides  for 
the'  resettlement  ox  entrants  from  camps  or  processing  sites  to 
American  communities.     Assistance  to  effect  resettlement  is 
provided  through  grants  to  public  or  private  agencies.  Resettli 
ment  may  be  accomplished  through  group  home,  halfway  house  or 
other  placement  mechanisms.     However,  assistance  has  tradition- 
ally been  provided  through  grants  to  voluntary  agencies,  which 
find  American  sponsers  for  the  entrants,  resettle  them  and 
monitor' resettlement  progress. 

Rationale  for  the  budget  request  -  The  $3  million  budget 
estimate  is  based  on  the  Task  Force's  estimate  of  the  number 
of  entrants  requiring  resettlement  services  in  early  FY  1982. 
Because  no  new  entrants  are  expected  to  arrive  in  the  U.S."  in 
FY  1982,  resettlement  assistance  will  be  concentrated  on  those 
entrants  who  arrived  in  FY  1981  but  still  remain  in  entrant 
camps  in  early  FY  1982.     Nearly  $1  million  is  included  in  the 
estimate  for  transportation  and  other  necessary  services  to 
resettle  those  remaining  in  entrant  camps  in  FY  1982.  The 
remaining    $2  million  is  intended  to  meet  the  special  needs 
of  resettlement  cases  where  relations  between  the  entrant  and 
his  or  her  American  sponsor  have  broken  down,  or  where  entrants 
did  not  receive  resettlement  services  when  thay  first  arrived 
in  the  U.S.,  and  in  FY  1982  require  such  assistance. 
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Grants  for  Security  and  Safety 
(section  501(c)  of  the  Refugee  Education  Assistance  Act  of  1980) 


1981  Increase  or 

Current  Estimate   1982  Estimate  Decrease 

Budget  Budget  Budget 

Pos.    Authority  Authorization  Pos .  Authority  Pos .  Authority 

$5"  ,-000, 000  Indefinite      ~  ~  -15,000,000 


Purpose  and  method  of  operation  -  This ' activity  provides  for 
reimbursement  to  State  and  local  governments  for  extraordinary- 
security  and  safety  costs  which  they  incurred  during  the  period 
of  major  influx  of  entrants  in  calendar  year  1980.  Extraordinary 
costs  incurred  are  defined  as- those  unavoidable  police  protection 
and  other  related  criminal  justice  system  costs  incurred  by  the 
State  and  local  governments,    where  : large  numbers  of  entrants 
were  located. 

Rationale  for  the  .budget ; request  -  Because  this  program  was 
designed  as  a  one-time  reimbursement  to  affected  States  and 
localities  in  FY  1981 ,  not  additional  funds  are  requested  in 
FY  1982.     In  January  of  1981,  the  Cuban/Haitian  Task  Force 
provided  $5  million  through  the  Law  Enforcement  Assistance 
Administration  in  the  Department  of  Justice  for. project  grant 
assistance  to  seven  States  most  affected  by  the  entrant  influx. 
Of*  the  $5  million  national  funding  total,  approximately  $3.8 
million  was  available  for  Florida,  and  the  remainder  for 
New  York,  New  Jersey,  California,  Wisconsin,  Arkansas  and 
Pennsylvania. 
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Federal  Administration 
(section  501(c)  of  the  Refugee  Education  Assistance  Act  of  1980) 


1981  Increase  or 

Current  Estimate   1982  Estimate  Decrease 

Budget  Budget  Budget 

Pos .  Authority    Authorization  Pos .  Authority  Pos.  Authority 

*      $4,500,000        Indefinite     *      $1,000,000     *  -$3,500,000 


Purpose  and  method  of  operation  -  This  activity  provides  for 
Federal  management  of  the  entire  Cuban/Haitian  Task  Force  effort. 
As  of  November  15,  1980,  the  Task  force  was  transferred  from  the 
Department  of  State  to  HHS.     The  Task  Force  has  offices  in 
'Washington,  D.C.,  Miami,  Florida,  and  has  staff  at  Fort  Chaffee 
in  Arkansas.     The  Task  Force  provides  oversll  policy  and  manage- 
ment direction  to  other  Federal  agencies  and  to  public  and 
private  agencies  participating  in  the  camp  operations  and 
resettlement  efforts.     The  Task  Force  is  compris-ed  chiefly  of 
temporary  positions,  but  is  augmented  by  details  from  other 
Federal  agencies. 


Rationale  for  the  budget  request  -  The  $1,000,000  estimate 
assumes  a  major  decrease  in  the  sire  of  the  Task  Force  in 
FY  1982  due  to  the  expected  cessation  of  entrant  arrivals  and 
the  closing  of  entrant  camps  in  that  year.     With  the  closing 
of  the  camps  and  the  termination  of  camp  employees,  Task  Force 
staffing  is  expected  to  drop  rapidly  during  the  first  and  second 
quarters  of  FY  1982. 

It  is  expected,  however,  that  HHS  will  require  a  modest  staff 
to  continue  through  FY  1982.    That  staff  would  manage  the 
closing  of  the  camps,  develop  and  manage  ongoing  service  programs 
for  medical  care  and  mental  health  care  of  entrants,  and  for 
special  services  to  unaccompanied  minors.     Both  of  these  service 
activities  will  require  continuing  Federal  staff  activity  even 
after  the  final  camps  close. 


Estimates  do  not  include  any  full  time  permanent  positions. 
The  full  time  equivalent  of  temporary  hires  is  estimated  at 
614  in  1981  and  88  in  1982,  a  decrease  of  526. 
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Contingency  Funds 
(section  501(c)  of  the  Refugee  Education  Assistance  Act  of  1980) 


1981  Increase  or 

Current  Estimate   1982  Estimate  Decrease  

Budget  Budget  Budget 

Pos .  Authority  Authorization  Pos .  Authority  Pos .  Authority 

$20,000,000  Indefinite                  —  -??0,000,000 


Purpose  and  method  of  operation  -  This  activity  provides  a 
contingency  fund  to  tinance  costs  of  reception,  processing,  care 
and  resettlement  of  entrants  in  the  event  that  the  number  of 
entrant  arrivals  exceed  the  estimated  number  assumed  in  the 
budget.     The  funds  could  also  be  used  to    renovate  a  facility 
or  facilities  to  house  entrants  in  the  event  that  additional 
facilities  are  required. 

Rationale  for  the  budget  request  -  It  is  not  expected  that  an 
increase  in  the  contingency  fund  is  needed  in  Fy  1982.  Should 
contingency  funds  be  required  in  FY  1982,  that  portion  of  the 
FY  1981  appropriation  set  aside  for  contingencies  (but  not  used 
in  FY  1981)  could  be  used  in  FY  1982. 


Wednesday,  April  29,  1981. 
OFFICE  OF  HUMAN  DEVELOPMENT  SERVICES 

WITNESSES 

WARREN  MASTER,  ACTING  ASSISTANT  SECRETARY,  OFFICE  OF  HUMAN 
DEVELOPMENT  SERVICES 

JOHN  BUSA,  ACTING  COMMISSIONER,  ADMINISTRATION  FOR  CHIL- 
DREN, YOUTH  AND  FAMILIES 

M.  GENE  HANDELSMAN,  ACTING  COMMISSIONER,  ADMINISTRATION  ON 
AGING 

A.  DAVID  LESTER,  COMMISSIONER,  ADMINISTRATION  FOR  NATIVE 
AMERICANS 

NANCY  SNYDER,  ACTING  EXECUTIVE  DIRECTOR,  NATIONAL  COORDINA- 
TION COMMITTEE,  DEPARTMENT  OF  LABOR 
JOSEPH  A.  MOTTOLA,  DIRECTOR,  OFFICE  OF  MANAGEMENT  SERVICES 
ANTHONY    L.    ITTEILAG,    ACTING    DEPUTY    ASSISTANT  SECRETARY, 
BUDGET 

MICHIO  SUZUKI,  DEPUTY  DIRECTOR,  OFFICE  OF  PROGRAM  COORDINA- 
TION AND  REVIEW 

RICHARD  SHUTE,  ACTING  DIRECTOR,  OFFICE  OF  POLICY  DEVELOP- 
MENT, OHDS 

Mr.  Natcher.  The  committee  will  come  to  order. 

At  this  time,  we  take  up  the  Office  of  Human  Development 
Services.  We  have  before  the  committee  Mr.  Warren  Master,  the 
Acting  Assistant  Secretary  for  the  Office  of  Human  Development 
Services. 

Mr.  Master,  who  do  you  have  with  you? 

Mr.  Master.  Mr.  Chairman,  with  me  this  morning  is  Nancy 
Snyder,  the  Acting  Executive  Director  of  the  National  Coordination 
Committee,  Department  of  Labor;  John  Busa,  Acting  Commissioner 
for  the  Administration  for  Children,  Youth  and  Families;  Joe  Mot- 
tola,  Director  of  the  Office  of  Management  Services;  Gene  Handels- 
man,  Acting  Commissioner,  Administration  on  Aging;  Anthony  It- 
teilag,  Acting  Deputy  Assistant  Secretary,  Budget;  and  any  minute 
now,  my  Commissioner  for  Native  Americans,  David  Lester. 

Mr.  Natcher.  Thank  you  very  much,  Mr.  Master.  We  are  de- 
lighted to  have  you  before  the  committee  at  this  time. 

Mr.  Master,  we  have  had  an  opportunity  to  examine  your  state- 
ment. We  will  place  your  statement  in  the  record  in  its  entirety  at 
this  point. 

[The  information  follows:] 
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NAME 

POSITION 


BIRTHPLACE 
AND  DATE 


DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Office  of  Human  Development  Services 
Biographical  Sketch 
:     Warren  Master 

:     Acting  Assistant  Secretary,  Office  of  Human 
Development  Services 

:     Bronx,  N.Y.  -  Mav  2,  1942 


EDUCATION 


B.A.  -  City  College  of  New  York,  1965 
M.A.  -  Indiana  Universitv,  1970 


EXPERIENCE 
Present 

1980-1981 
1977-1980 

1976-1977 

1973-1976 

1972-1973 

1970-1972 

1967-1969 
1965-1967 
1961-1965 


:     Acting  Assistant  Secretary,  Office  of  Human 
Development  Services 

:     Director,  Office  of  Policy  Development,  HDS. 

:     Director,  Office  of  Policy  and  Management 
Control,  HDS. 

:     Special  Assistant  to  the  Assistant  Secretary 
for  Human  Development  Services. 

:     Senior  Management  Analyst,  Office  of  the 
Assistant  Secretary  for  Administration  and 
Management . 

:     Program  Analyst,  Office  of  the  Comptroller, 
Office  of  Economic  Opportunity. 

:     Community  Action  Field  Representative,  Office 
of  Economic  Opportunity  Region  III. 

:     Teaching  Associate,  Indiana  University 

:     Peace  Corps  Volunteer  in  Turkey. 

:     Supervisor  for  Guest  Relations,  CBS-TV, 
New  York,  N.Y. 


689 


DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

Statement  by  the  Acting  Assistant  Secretary  for  Human  Development 
Services 

Mr.   Chairman  and  Members  of  the  Committee: 

I  am  pleased  to  appear  before  you  today  to  discuss  the  fiscal 
year  1982  budget  request  for  programs  administered  by  the  Office  of 
Human  Development  Services.     A  level  of  $5,646,468,000  is  requested  to 
support  a  variety  of  social  services.     Of  this  amount  $3,800,000,000 
is  requested  to  support  social  services  under  the  proposed  Social 
Services  Block  Grant;  and  $1,846,468,000  is  requested  to  support  a  var- 
iety of  social  services  to  children  and  their  families,  older  Ameri- 
cans, and  Native  Americans. 

A  level  of  $3.8  billion  is  requested  to  support  a  variety  of  soc- 
ial services  at  the  State  level.     This  block  grant  would  consolidated 
authority  for  activities  formerly  carried  out  by  the  following  pro- 
grams:    Grants  to  States  for  Social  Services;  Social  Services  for  the 
Territories;  Day  Care;  State  and  Local  Training;  Child  Welfare  Ser- 
vices; Foster  Care;  Adoption  Assistance;  Child  Welfare  Training;  the 
State  grant  portions  of  Child  Abuse  and  Neglect,  Runaway  Youth,  and 
Developmental  Disabilities;   the  Rehabilitation  Services  Administra- 
tion's Basic  State  Grants,   Service  Projects,  Independent  Living,  and 
Training  programs;   and  the  Community  Services  Administration,  with  the 
exception  of  Community  Economic  Development  programs.     The  level  re- 
quested represents  approximately  75  percent  of  the  amounts  States  re- 
ceived for  those  programs  in  fiscal  year  1981. 

The  Administration  believes  that  a  block  grant  approach  to  pro- 
viding social  services  is  warranted  for  a  number  of  reasons.  Over 
the  past  several  years,   there  has  been  substanital  growth  in  Federal 
aid  to  State  and  local  governments  and  to  private,  non-profit  organ- 
izations providing  social  services.     However,  this  growth  has  result- 
ed in  a  fragmented  and  often  ineffective  set  of  human  service  act- 
ivities.    Each  categorical  program  has  its  own  planning  process,  with 
no  consistent  or  comprehensive  procedure  for  coordinating  with  other 
programs.     Frequently,  each  program  has  a  different  service  location 
in  the  community.     Different  sets  of  regulations  and  requirements  are 
prescribed  for  each  program,   creating  reporting  burdens  at  both  the 
State  and  Federal  level.     Finally,  since  most  programs  have  State 
matching  requirements,   there  has  been  a  tendency  to  favor  high  income 
States,  rather  than  the  most  needy. 

The  block  grant  consolidation  would  shift  Federal  aid  for  human 
services  from  the  narrowly  focused,   difficult-to-coordinate  categori- 
cal programs  to  a  streamlined  program  of  direct  assistance  to  States 
for  social  services.     The  multiplicity  of  rules  and  regulations  under 
which  service  agencies  currently  operate  would  be  reduced.  Over- 
lapping funding  from  different  programs  for  similar  services  would 
be  eliminated.     States  would  have  the  flexibility  to  select  parti- 
cular services  and  service  delivery  agencies  best  suited  to  meeting 
the  needs  of  the  population  within  each  State.     The  overall  goal  of 
this  effort  would  be  to  provide  publicly  financed  services  more 
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effectively  at  lower  costs.     This  request  is  contingent  upon  passage 
of  the  necessary  Block  Grant  legislation. 

An  appropriation  of  $950  million  is  requested  for  the  Head  Start 
program,  an  increase  of  $130  million  over  the  comparable  1981  level. 
The  1982  request  will  support  direct  comprehensive  child  development 
services  to  374,300  preschool  children  and  their  families.     In  addi- 
tion, the  quality  of  services  provided  will  be  improved  or  restored. 
Emphasis  will  be  on  improving  quality  in  areas  directly  related  to 
children's  gains,  such  as  reducing  overcrowding  in  classrooms,  pro- 
viding adequate  facilities,  and  improving  local  projects'  capacities 
to  hire  and  retain  qualified  and  experienced  staff. 

Activities  formerly  administered  by  the  Administration  for 
Children,  Youth  and  Families,  including  Child  Welfare  Research  and 
Demonstration,  Child  Abuse  and  Neglect,  Runaway  Youth,  Child  Welfare 
Training,  Child  Welfare  Services  State  Grants,  and  Adoption  Opport- 
unities may  be  supported  in  1982  under  the  proposed  Social  Services 
Block  Grant  or  the  proposed  Social  Services  Discretionary  Activities 
program. 

For  the  Administration  on  Aging,  and  amount  of  $744,555,000  is 
requested,  an  increase  of  $70,899,000  over  the  level.  This  request 
is  based  on  reauthorizing  legislation  which  proposes  to  consolidate 
social  services  and  nutrition  activities  to  allow  States  greater 
flexibility  in  determining  and  providing  the  kinds  of  services  requir- 
ed by  their  respective  populations,  and  to  consolidate  all  title  IV 
discretionary  activities. 

o  The  request  of  $692,480,000  for  Grants  for  State  and  Community 
Activities  is  an  increase  of  $95,480,000  over  1981  level 
currently  available  for  these  activities  under  the  Administra- 
tion on  Aging.     The  increase  results  from  the  proposed  trans- 
fer of  funds  supporting  the  Department  of  Agriculture  Commo- 
dities Program  from  the  Department  of  Agriculture  to  the  Admi- 
nistration on  Aging.     The  total  requested  will  continue  to 
provide  approximately  500,000  meals  per  day,  exclusive  of  non- 
Federal  support. 

o  An  amount  of  $23,200,000  is  requested  to  support  consolidated 
title  IV  activities.     The  1982  request  is  a  decrease  of 
$22,300,000  below  the  comparable  1981  level.     These  activities 
may  include  training,  research,  discretionary  projects,  and 
multidisciplinary  centers  of  gerontology.     Consolidation  will 
increase  flexibility  necessary  to  address  pressing  issues. 

o  An  amount  of  $6,000,000  is  requested  to  continue  the  direct 
funding  of  Indian  Tribes  for  social  and  nutrition  services 
under  title  IV  of  the  older  Americans  Act.     The  1982  request 
maintains  the  comparable  1981  level. 

o  For  the  Federal  Council  on  Aging,   $200,000  is  requested,  a 
decrease  of  $281,000  from  the  proposed  1981  level.  The 
Council  will  retain  its  advisory  capacity  but  will  no  longer 
undertake  research  or  special  studies.     These  kinds  of  act- 
ivities may  be  carried  out  under  other  authorities  in  the 
Older  Americans  Act. 

o  No  funds  are  requested  for  the  National  Clearinghouse  on 
Aging,  an  activity  supported  by  $2  million  in  1981.  The 
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.  Administration  believes  that  many  of  the  services  provided  by 
the  program  can  be  provided  effectively  and  more  appropriately 
by  the  private  sector  and  State  and  local  government  agencies. 

No  funds  are  requested  for  the  Administration  for  Developmental 
Disabilities.     The  activities  formerly  carried  out  by  this  administra- 
tion, at  a  level  of  $61,191,000  in  1981,  may  be  carried  out  under  the 
proposed  Social  Services  Block  Grant  and  the  proposed  Social  Services 
Discretionary  Activities  program  in  1982. 

No  funds  are  requested  for  Social  Research.     These  activities 
were  supported  at  a  level  of  $3,750,000  in  1981.     In  fiscal  year  1982, 
similar  activities  may  be  carried  out  under  the  proposed  Social 
Services  Discretionary  Activities  program. 

For  the  Administration  for  Native  Americans,   $28  million  is  re- 
quested, a  decrease  of  $5,800,000  from  the  1981  amount  currently 
available.     The  request  will  provide  support  to  Native  American  groups 
to  improve  the  quality  of  life  for  Native  Americans  and  to  improve 
management  capabilities  of  Indian  tribes  and  organizations. 

An  amount  of  $60,750,000  is  requested  to  support  the  proposed 
Social  Services  Discretionary  Activities  program.     These  funds  will 
support  research  and  demonstration  activities  in  the  areas  of  child 
welfare,  day  care,  child  abuse  and  neglect,  runaway  youth,  adoption 
opportunities,  developmental  disabilities,  social  services  delivery 
and  management,  and  the  rehabilitation  of  the  disabled.     This  proposal 
to  consolidate  categorical  activities  is  consistent  with  the  Admini- 
stration's plan  to  reduce  overlapping  and  uncoordinated  research  and 
demonstration  authorities.     The  Secretary  will  be  provided  with  max- 
imum flexibility  in  targeting  activities  to  areas  of  special  need. 

For  Program  Direction,  an  amount  of  $63,163,000  is  requested,  a 
decrease  of  $1,775  and  211  positions  below  the  1981  levels.  The 
reduction  includes  205  positions  and  $4  million,  contingent  upon 
enactment  of  the  proposed  Block  Grant.     The  $4  million  in  estimated 
saving  is  offset  by  built-in  increases  of  $2,225,000,  resulting  in 
the  net  reduction  of  $1,775,000. 

Thank  you,  Mr.  Chairman,  my  colleagues  and  I  will  be  happy  to 
answer  questions  you  and  the  committee  may  have. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

Statement  by  the  Acting  Assistant  Secretary  for  Human  Development 
Services 

Mr.  Chairman  and  Members  of  the  Committee: 

I  am  pleased  to  appear  before  you  today  to  discuss  the  fiscal 
year  1982  budget  request  for  the  Work  Incentive  Program  (WIN) .  For 
1982,  we  are  requesting  $364,803,000,  a  slight  reduction  from  the  1981 
level. 

This  program,  authorized  under  Title  IV  of  the  Social  Security 
Act,  as  amended,  is  the  major  resource  for  employment  and  training 
services  for  recipients  of  Aid  to  Families  with  Dependent  Children 
(AFDC) .     The  program's  primary  emphasis  is  on  placing  the  maximum 
number  of  participants  in  self-supporting  employment,  thereby  reduc- 
ing the  cost  of  welfare  assistance. 

WIN  is  a  joint  effort  by  the  Departments  of  Health  and  Human 
Services  and  Labor.     WIN  funds  are  appropriated  directly  to  the 
Department  of  Health  and  Human  Services  which  retains  a  portion  of  the 
funds  to  administer  the  child  care  and  supportive  services  activities 
of  the  program.     A  portion  of  the  appropriated  amount  is  then  trans- 
ferred to  the  Department  of  Labor  which  administers  the  program's 
employment  and  training  activities. 

The  request  for  1982  will  enable  an  estimated  265,000  people  to 
enter  employment,  thereby  reducing  welfare  grants  by  approximately 
$566,100,000.     In  addition  to  WIN  having  a  beneficial  impact  on  AFDC 
rolls  and  costs  through  AFDC  welfare  grant  reduction,  savings  will 
also  occur  in  the  Medicaid  and  Food  Stamps  programs. 

Thank  you,  Mr.  Chairman.     My  colleagues  and  I  will  be  happy  to 
answer  any  questions  you  and  the  Committee  may  have. 

OHDS  FISCAL  YEAR  1982  BUDGET  REQUEST 

Mr.  Natcher.  You  might  want  to  highlight  your  statement  for 
us. 

Mr.  Master.  Thank  you.  It  is  a  pleasure  to  be  here  this  morning. 
Let  me  outline  very  briefly  what  it  is  that  we  are  proposing.  In 
fiscal  year  1982,  our  budget  request  for  programs  administered  by 
the  Office  of  Human  Development  Services  includes  a  level  of  $5.6 
billion,  requested  to  support  a  variety  of  social  services. 

Of  this  amount,  $3.8  billion  is  requested  to  support  social  services 
under  the  proposed  Social  Services  Block  Grant;  and  more  than 
$1,800,000,000  is  requested  to  support  a  variety  of  social  services  to 
children,  their  families,  older  Americans  and  native  Americans. 

A  level  of  $3.8  billion  is  requested  to  support  a  variety  of  social 
services  at  the  state  level.  This  block  grant  would  consolidate  au- 
thority for  activities  formerly  carried  out  by  the  following  pro- 
grams: 

Grants  to  states  for  social  services;  social  services  for  the  territor- 
ies; day  care,  state  and  local  training;  child  welfare  services;  foster 
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care,  adoption  assistance;  child  welfare  training;  the  state  grant 
portions  of  child  abuse  and  neglect;  run  away  youth  and  develop- 
mental disabilities;  rehabilitation  services'  administration  of  basic 
state  grants;  service  projects;  independent  living  and  training  pro- 
grams; and — this  is  a  correction  in  the  statement  we  submitted 
earlier — the  Community  Services  Administration's  activities  except 
for  the  community  economic  development  programs. 

The  level  requested  represents  approximately  75  percent  of  the 
amounts  states  received  for  these  programs  in  fiscal  1981.  Again, 
just  outlining  the  major  components,  the  block  grant  consolidation 
would  shift  federal  aid  for  human  services  from  narrowly  focused, 
difficult  to  coordinate,  categorical  programs  to  a  streamlined  pro- 
gram of  direct  assistance  to  states  for  social  services. 

Appropriations  of  $950  million  is  requested  for  the  Head  Start 
program,  an  increase  of  $130  million  over  1981. 

The  1982  request  will  support  direct  comprehensive  child  devel- 
opment services,  to  approximately  375,000  pre-school  children  and 
their  families. 

For  the  Administration  on  Aging,  an  amount  of  $744  million  is 
requested,  an  increase  of  $70  million  over  the  1981  level.  This 
request  is  based  on  reauthorizing  legislation  which  proposes  to 
consolidate  social  services  and  nutrition  activities  to  allow  states 
greater  flexibility  in  determining  and  providing  the  kinds  of  serv- 
ices required  by  the  respective  populations  and  to  consolidate  all  of 
the  Title  IV  discretionary  activities. 

For  the  Administration  for  Native  Americans,  $28  million  is 
requested,  a  decrease  of  $5.8  million  from  1981.  The  request  will 
provide  support  to  Native  American  groups  to  improve  the  quality 
of  life  for  Native  Americans  and  improve  management  capabilities 
of  Indian  Tribes  and  organizations. 

An  amount  of  approximately  $61  million  is  requested  to  support 
the  proposed  Social  Services  Discretionary  Activities  program. 
These  funds  will  support  research  and  demonstration  activities  in 
the  areas  of  child  welfare,  day  care,  child  abuse  and  neglect, 
runaway  youth,  adoption  opportunities,  developmental  disabilities, 
social  services  delivery  and  management,  and  the  rehabilitation  of 
the  disabled. 

This  proposal  to  consolidate  categorical  activities  is  consistent 
with  the  Administration's  plan  to  reduce  overlapping  and  uncoor- 
dinated research  and  demonstration  authorities.  The  Secretary  will 
be  provided  with  maximum  flexibility  in  targeting  activities  to 
areas  of  special  need.  Program  direction  is  $63  million,  a  decrease 
of  $1,775,000  and  211  positions  below  the  1981  levels. 

In  fiscal  year  1982,  for  the  Work  Incentive  Program,  we  are 
requesting  $364.8  million,  a  slight  reduction  from  the  1981  level. 
The  request  for  fiscal  year  1982  will  enable  an  estimated  265,000 
people  to  enter  employment,  thereby  reducing  welfare  grants  by 
approximately  $566  million. 

Thank  you,  Mr.  Chairman.  My  colleagues  and  I  will  be  glad  to 
answer  any  questions  you  have  at  this  time. 

Mr.  Natcher.  Thank  you,  Mr.  Master. 
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OHDS  UNAUTHORIZED  BUDGET  REQUEST 

The  total  budget  request  for  Human  Development  Services  pro- 
grams is  just  over  $6  billion.  How  much  of  this  request  is  not 
authorized  at  this  time  for  1982? 

Mr.  Master.  Essentially,  the  amount  that  is  not  authorized  at 
this  time  would  be  the  amount  tied  up  in  the  Social  Services  Block 
Grant  proposal,  which  is  approximately  $3.8  billion. 

Mr.  Natcher.  What  about  your  aging  program,  is  that  author- 
ized? 

Mr.  Master.  At  this  time,  no.  It  is  up  for  reauthorization  in  1982. 
We  have  submitted  reauthorizing  legislation. 
Mr.  Natcher.  For  the  aging  program? 
Mr.  Master.  Yes. 

Mr.  Natcher.  All  right.  For  the  record,  if  you  will  insert  a  list  of 
the  current  Human  Development  Services  programs  that  are  not 
authorized  for  1982  and  show  the  amounts  appropriated  for  1981 
and  the  amounts  requested  for  1982. 

[The  information  follows:] 

EXPIRATION  OF  OHDS  PROGRAM  LEGISLATION 

Human  development  services  1981  budget  request     1982  budget  request 

1.  Administration  for  children,  youth  and  families: 

Head  Start:  Title  V,  part  A,  section  512  of  the  Community  Services  Act  of  1974, 

as  amended   $820,000,000  $950,000,000 

Child  abuse:  Section  5(a)  of  the  Child  Abuse  and  Prevention  Act  of  1974,  as 

amended   18,928,000   

Sexual  abuse  centers:  Section  5,  subsection  (b)(1)  of  the  Child  Abuse 

Prevention  and  Treatment  and  Adoption  Reform  Act  of  1978   4,000,000   

Adoption  opportunities:  Title  II,  section  205  of  the  Child  Abuse  Prevention  and 

Treatment  and  Adoption  Reform  Act  of  1978    5,000,000   

Day  care  project:  Title  V,  part  D,  section  583  of  the  Community  Services  Act  of 

1974,  as  amended  i  

2.  Administration  on  Aging  (The  Older  Americans  Act  of  1965,  as  amended): 

State  agency  activities:  Title  III,  section  303(a)  

Area  agency  services  and  centers:  Title  III,  section  303(a)  

Nutrition: 

(1)  Congregate  meals:  Title  III,  section  303(b)(1)  

(2)  Home-delivered  meals:  Title  III,  section  303(b)(2)  

Grants  to  Indian  Tribes:  Title  VI,  section  608(a)  

Training,  research,  and  discretionary  programs:  Title  IV,  section  451(a)  

Federal  Council  on  Aging:  Title  II,  section  205(h)  

National  clearinghouse  on  aging:  Title  II,  section  204(a)  

Projects  for  the  homebound  elderly,  blind  and  disabled:  Title  IV,  section 

421(c)(2)..:  :J  .:.  :  

Multipurpose  Senior  Center  Insurance  Fund:  Title  IV,  section  431(h)(5)  

Developmental  disabilities  (Developmental  Disabilities  and  Facilities  Construction  Act,  as 
amended): 

State  grants  and  advocacy:  Sections  113  and  131    50,681,000   

Special  projects:  Section  145   3,500,000   

University  affiliated  facilities:  Section  113   7,000,000   

Administration  for  Native  Americans:  Title  VIII  of  the  Community  Services  Act  of  1974, 

as  amended   33,800,000  28,000,000 


22,675,000 

22,675,000 

247  000  000 

295,000,000   

55.000.000   

6,000,000 

6,000,000 

45,500,000 

23,200,000 

481,000 

200,000 

2,000,000 
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ENTITLEMENT  PROGRAMS 

Mr.  Natcher.  Which  of  the  programs  in  the  Office  of  Human 
Development  Services  are  considered  to  be  entitlements  under  cur- 
rent law? 

Mr.  Mottola.  Adoption  Assistance,  is  considered  to  be  an  entitle- 
ment under  current  law. 
Mr.  Natcher.  What  about  Title  XX? 

Mr.  Mottola.  Title  XX  is  an  entitlement  of  a  different  sort. 
Adoption  assistance  is  an  entitlement  relative  to  individual's  abili- 
ty to  receive  payments.  If  an  individual  is  eligible  and  a  claim  is 
made,  he  or  she  can  be  paid.  Under  Title  XX  and  Foster  care  there 
is  an  entitlement  to  a  state  up  to  a  specific  ceiling.  So  it  is  a 
different  kind  of  entitlement. 

Mr.  Natcher.  For  the  record,  insert  a  list  of  the  entitlement 
programs  in  your  office  and  show  the  amounts  required  to  fund 
each  one  in  1982  under  current  law. 

[The  information  follows:] 

OHDS  entitlement  programs,  fiscal  year  1982  budget  request 1 


Adoption  assistance   0 

CAPPED  entitlements: 

Foster  care   0 

Title  XX   0 


1  These  programs  have  been  included  in  the  social  services  block  grant. 

SOCIAL  SERVICES  BLOCK  GRANT 

Mr.  Natcher.  You  are  requesting  $3.8  billion  for  the  Social 
Services  Block  Grant.  For  the  record,  provide  a  list  of  the  individu- 
al programs  that  would  go  into  the  Social  Services  Block  Grant  and 
show  the  1981  appropriation  for  each  of  the  programs. 

[The  information  follows:] 

TABLE  OF  BLOCK  GRANT  ACTIVITIES,  OFFICE  OF  HUMAN  DEVELOPMENT  SERVICES 

[In  thousands  of  dollars] 

Activjtv  1981  operating      1982  proposed 


level  budget 


Block  grants  to  States  for  social  services-. 

Title  XX  services   2,916,100  

Title  XX  State  and  local  training   75,000   

Foster  care   349,202   

Adoption  assistance   5,000   

Child  welfare  services   163,550   

Child  welfare  training   5,600   

Child  abuse  and  neglect— State  grants   6,878   

Runaway  youth— State  grants   10,000   

Developmental  disabilities— State  grants   50,681   

OHDS  salaries  and  expenses   4,000   

Block  grant  for  social  services   0  3,800,000 


Subtotal,  HHS  programs   3,586,011  3,800,000 

Rehabilitation  Services  Administration  State  grants   930,619   

Community  Services  Administration   483,402   


Total,  block  grant   5,000,032  3,800,000 
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Mr.  Natcher.  With  or  without  block  grants  is  legislation  re- 
quired to  transfer  the  Rehabilitation  Services  program  from  Educa- 
tion to  Health  and  Human  Services  Department? 

Mr.  Master.  We  don't  believe  so,  Mr.  Chairman. 

Mr.  Mottola.  Mr.  Chairman,  the  Vocational  Rehabilitation  pro- 
gram was  transferred  by  the  legislation  that  created  the  Depart- 
ment of  Education.  There  would  be  a  requirement  for  legislative 
change  to  move  the  Vocational  Rehabilitation  program  back  to  the 
Department  of  Health  and  Human  Services. 

Mr.  Natcher.  Can  the  programs  of  Community  Services  Admin- 
istration be  transferred  without  legislation. 

Mr.  Master.  The  proposal  that  we  have  in  the  Social  Services 
Block  Grant  does  not  in  effect  transfer  the  program.  It  includes  the 
kinds  of  activities  funded  under  the  rehabilitation  programs. 

Mr.  Natcher.  You  would  agree  now  that  as  far  as  CSA  is  con- 
cerned this  program  in  its  entirety  would  have  to  be  reauthorized, 
isn't  that  correct? 

Mr.  Itteilag.  Yes  sir,  Mr.  Chairman. 

Mr.  Natcher.  It  is  up  this  year  now  before  the  Education  and 
Labor  Committee  in  the  House? 
Mr.  Master.  That  is  correct. 

Mr.  Natcher.  So  you  are  not  seeking  to  transfer  without  legisla- 
tion, is  that  correct? 
Mr.  Master.  Yes. 

STATUS  OF  BLOCK  GRANT  LEGISLATION 

Mr.  Natcher.  What  is  the  present  status  of  the  legislation 
authorizing  the  Social  Services  Block  Grant? 

Mr.  Master.  As  of  this  morning,  I  understand  that  it  is  in  the 
Office  of  the  Secretary  and  we  expect  it  to  be  signed  and  submitted 
to  Capitol  Hill  this  week,  perhaps  today. 

Mr.  Natcher.  What  is  the  Department's  timetable  for  the  enact- 
ment of  block  grant  legislation? 

Mr.  Master.  I  think  the  stated  intent  is  July  1  of  this  year, 
ready  for  fiscal  year  1982. 

Mr.  Natcher.  How  do  you  suggest  we  proceed  if  block  grants  are 
not  authorized  at  the  time  the  committee  marks  up  the  1982  appro- 
priations bill? 

Mr.  Master.  What  we  are  doing  right  now — and  I  ask  my  col- 
leagues to  join  in  an  augmentation  of  my  comments — we  are  pro- 
ceeding on  the  assumption  that  we  have  a  block  grant  program  to 
work  around,  as  well  as  other  categorical  programs  to  administer. 
We  are  talking  with  states,  localities,  the  public  interest  groups  at 
the  national  level  and  state  by  state  to  get  their  suggestions,  essen- 
tially trying  to  prepare  for  the  assumption  of  these  new  responsi- 
bilities. 

We  have  contingency  planning  going  on.  For  example,  right  now 
under  current  law,  states  are  still  required  to  submit  plans  in  order 
to  be  eligible  to  receive  funds  for  fiscal  1982.  They  are  working  on 
that.  We  are  trying  to  streamline  those  requirements  to  be  pre- 
pared for  either  eventuality. 

Mr.  Natcher.  Have  you  developed  alternative  budget  recommen- 
dations in  the  event  that  block  grants  are  not  enacted  in  time  for 
consideration  in  the  1982  appropriations  bill? 
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Mr.  Master.  Let  me  defer  to  either  Mr.  Itteilag  or  Mr.  Mottola. 

Mr.  Itteilag.  Mr.  Chairman,  I  think  that  the  most  appropriate 
reaction  is  one  that  the  Secretary  had  given  in  some  form  to  this 
one,  and  that  is  that  if  at  some  future  point  it  appears  that  block 
grant  has  no  chance  of  passage,  then  we  will,  with  the  approval  of 
the  Office  of  Management  and  Budget,  make  other  recommenda- 
tions to  this  committee  and  to  the  Senate.  But  in  the  absence  of 
some  very,  very  clear  signal  from  the  Congress  that  the  block  grant 
proposals  simply  are  not  going  to  be  approved  for  fiscal  1982,  we 
would  not  make  alternative  budget  proposals. 

Mr.  Natcher.  From  the  standpoint  of  time,  when  must  block 
grant  legislation  be  enacted  in  order  for  it  to  be  implemented  for 
the  fiscal  year  1982? 

Mr.  Itteilag.  The  Administration's  position  is  that,  given  the 
fact  that  we  are  planning  both  in  the  Office  of  Human  Develop- 
ment Services  and  in  the  Public  Health  Service,  for  the  likelihood 
of  block  grants,  if  the  legislation  were  enacted  anytime  before  the 
start  of  the  fiscal  year,  we  believe  that  we  can  successfully  imple- 
ment the  block  grants  that  result. 

It  is  clear,  however,  that  the  closer  we  get  to  the  start  of  the 
fiscal  year,  the  more  difficult  it  would  be  to  take  place  in  terms  of 
appropriate  implementation. 

At  the  moment,  that  is  the  track  we  are  proceeding  on  but  the 
Secretary  has  indicated  that  if  the  timing  gets  too  tight,  as  we 
approach  the  end  of  the  fiscal  year,  we  might  have  to  reconsider 
the  exact  timing  of  implementation  of  the  block  grants. 

Mr.  Natcher.  Is  September  too  late? 

Mr.  Itteilag.  In  my  opinion,  Mr.  Chairman,  it  is  not. 

Mr.  Natcher.  You  are  right  optimistic,  my  friend,  right  optimis- 
tic. 

Mr.  Early,  try  your  hand  with  him. 
Mr.  Early.  Thank  you,  Mr.  Chairman. 

PROPOSED  REDUCTION  IN  FUNDING 

What  percentage  of  the  proposed  reduction  in  funding  for  this 
block  grant  is  attributable  to  anticipated  decreases  in  administra- 
tive costs? 

Mr.  Master.  The  Secretary,  in  testifying  on  several  occasions, 
has  indicated  that  up  to  ten  percent  of  that  25  percent  reduction 
could  conceivably  be  recouped  in  administrative  savings.  That  is  a 
prospective  figure  and  we  can't  guarantee  that. 

Mr.  Early.  It  sure  is.  Since  neither  the  Juvenile  Justice, 
Runaway  Youth  program,  nor  the  Legal  Aid  program — or  the  CSA 
program,  for  that  matter — bring  any  funds  to  the  Social  Services 
Block  Grant,  isn't  the  proposed  funding  level  substantially  more 
than  a  25  percent  reduction? 

Mr.  Master.  If  I  am  not  mistaken,  all  of  those  amounts  except 
for  juvenile  justice  and  legal  aid,  including  Community  Services 
Administration  programs  outside  of  the  Community  Economic  De- 
velopment program  and  the  Runaway  Youth  program  portion  that 
goes  to  services,  which  is  roughly  $10  million,  was  added  into  the 
total  figure  from  which  the  75  percent  was  taken. 

Is  that  accurate? 
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Mr.  Itteilag.  With  exception  of  Juvenile  Justice,  Mr.  Early  is 
correct.  No  funds  were  included  for  legal  aid. 

Mr.  Master.  If  you  are  talking  about  the  Runaway  Youth  pro- 
gram as  the  Juvenile  Justice  program.  But  those  two  programs, 
Runaway  Youth  program  currently  in  HDS  and  the  CAP  program 
in  CSA,  those  monies  were  put  into  the  lump  sum  figure  and  then 
the  25  percent  was  taken  out. 

Mr.  Early.  Is  there  any  matching  or  minimum  effort  involved  in 
this  block  grant? 

Mr.  Master.  The  proposal  does  not  envision  that. 

Mr.  Early.  Isn't  that  substantially  going  to  reduce  the  services 
then  in  the  specific  categories  we  are  talking  about? 

Mr.  Master.  Again,  the  Secretary  has  spoken  to  this  also.  You 
may  not  share  this  view  

Mr.  Early.  I  know  the  Secretary's  view.  I  want  to  know  your 
view. 

Mr.  Master.  Our  view  is  that  in  many  areas  states  already  far 
exceed  the  matching  requirements.  So  we  don't  really  anticipate 
that  kind  of  deleterious  effect. 

Mr.  Early.  I  wish  I  was  that  optimistic.  The  budget  justifications 
indicates  that  the  Social  Service  Block  Grant  program  would  be 
funded  at  $38  billion  in  the  year  1982  and  each  of  the  succeeding 
three  years.  Isn't  this  in  fact  a  continuing  reduction  in  support  for 
those  programs  that  will  be  supported  under  the  block  grant? 

Mr.  Master.  Mr.  Itteilag,  would  you  respond? 

Mr.  Itteilag.  I  think  unless  one  could  postulate  the  end  of  infla- 
tion at  the  end  of  fiscal  year  1982,  your  statement  is  correct,  there 
would  be  a  real  world  reduction. 

Mr.  Early.  Won't  this  require  further  retrenchment  at  the  state 
level,  in  terms  of  services  provided? 

Mr.  Master.  Unless  we  assume  that  there  are  improved  manage- 
ment practices  that  will  result  in  further  economies,  improved 
productivity,  that  is  one  of  the  areas  we  will  be  focusing  on. 

Mr.  Early.  We  must  have  been  very  inefficient  at  the  federal 
level.  Every  time  there  is  a  suggestion  now  it  is  that  it  is  going  to 
bring  about  more  efficient  levels.  We  have  had  the  management 
down  here.  Now  we  are  shifting  it  back  to  the  states  and  saying 
they  are  going  to  do  it  better  than  we  do.  I  can  only  speak  about 
my  own  state.  We  have  Proposition  2V2,  where  revenues  of  cities 
and  towns  will  be  reduced  by  $600  million  the  first  year,  which 
isn't  as  severe  as  the  projected  second  year  impact.  We  are  talking 
about  a  $5  or  $6  billion  state  budget. 

The  suggestion  that  the  states  are  going  to  pick  up  these  services 
is  not  accurate  in  the  case  of  my  state. 

Mr.  Master.  I  think  your  concern  is  a  legitimate  one,  I  share  it. 
There  are  examples  in  just  about  every  state  administering  human 
services  programs  where  further  economies  have  been  made  by 
taking  a  closer  look  at  the  staff  working  in  these  areas,  administra- 
tive staff,  services  and  delivery  staff.  We  hope  that  by  reducing  the 
strings  in  the  programs  that  this  would  give  the  states  and  local- 
ities even  more  flexibility  to  make  those  economies. 
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SOCIAL  SERVICES  BLOCK  GRANT 

Mr.  Early.  With  this  block  grant  approach,  the  types  of  pro- 
grams involved,  I  think  you  have  to  suspect  that  the  services  are 
not  going  to  be  continued  at  the  same  level. 

I  get  criticized  because  my  state  is  extremely  aggressive  in  social 
programs  and  health,  and  they  are.  Do  you  think  the  Title  XX 
program  has  been  effective? 

What  kind  of  standards,  accountability,  public  participation 
mechanism  will  be  required  under  the  block  grant? 

Mr.  Master.  Just  to  give  you  several  examples  

Mr.  Early.  Give  me  one  example  of  accountability. 

Mr.  Master.  I  will  give  you  one  that  has  two  parts. 

Mr.  Early.  Give  me  one  that  has  one  part. 

Mr.  Master.  OK.  In  the  first  place,  similar  to  the  approach  in 
Title  XX,  the  state  will  be  required  to  indicate  to  the  public, 
through  its  residents  and  to  the  state  legislature,  what  it  intends  to 
do  beforehand. 

Mr.  Early.  Tell  me,  are  there  any  restrictions  on  supplanting  in 
this  proposal? 

Mr.  Master.  You  mean  a  maintenance  of  effort,  swiping 
their  

Mr.  Early.  Is  there  anything  that  will  prevent  the  states  from 
taking  their  money  and  just  paying  a  current  expense  in  the  pro- 
gram they  have  today? 

Mr.  Master.  No,  there  is  none. 

Mr.  Early.  So  how  are  you  going  to  get  accountability? 

Mr.  Master.  Well,  the  assumption — again  this  is  a  theory  right 
now,  but  I  think  it  carries  some  merit — is  that  by  shifting  the 
responsibility  to  the  state,  to  the  chief  executive  office  of  the  state, 
who  will  be  in  a  position  of  public  accountability  with  the  state 
legislature,  with  the  residents,  constituent  organizations  in  that 
state,  that — 

Mr.  Early.  I  will  tell  you — I  don't  want  to  interrupt  you — but  in 
my  state  major  cities  are  about  to  close  the  schools.  Now,  what  is 
more  irresponsible,  more  on  a  negative  side  than  closing  your 
schools  three  months  before  the  school  year  ends  because  you 
haven't  got  the  money?  Then  we  are  going  to  suggest  they  are 
going  to  pick  up  social  services  like  those  included  in  Block  Grant? 

Mr.  Master.  I  see.  There  is  in  that  regard,  if  I  am  interpreting 
your  question  correctly,  by  not  having  a  general  revenue  sharing 
approach,  but  having  a  specific  social  services  block  grant  of  $3.8 
billion,  with  specified  services,  the  state  would  be  restricted  to 
spend  this  money  in  those  areas. 

RESTRICTIONS  ON  SUPPLANTING 

Mr.  Early.  But  they  already  have  some  expenses  in  those  specif- 
ic areas  now.  My  fear  is  that  they  are  going  to  supplant  in  areas  of 
social  services  that  are  included  in  this  block  grant.  We  are  not 
going  to  pick  up  anything. 

Mr.  Master.  Well,  I  think  clearly  the  states  would  be  faced  with 
the  same  kinds  of  hard  choices  that  we  are  faced  with  now.  In  a 
period  of  budget  stringency  they  will  have  to  move  toward  the 
higher  priority  items,  and  that  may  vary  from  one  state  to  another. 
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What  we  don't  have  under  the  current  mix  of  programs  is  that 
kind  of  flexibility  where  a  state  that  has  a  major  compelling  prior- 
ity in  one  area  but  doesn't  have  the  flexibility  to  move  monies  from 
one  area  to  the  other. 

Mr.  Early.  Do  you  have  any  reservations  about  the  lack  of 
mandating  matching  or  minimum  effort? 

Mr.  Master.  You  indicated  I  am  rather  optimistic  about  this.  I 
think  that  the  states  will  act  responsibly. 

Mr.  Early.  Would  you  say  it  would  be  responsible  for  the  govern- 
ment of  my  state  to  use  the  funds  that  it  gets  back  in  these  block 
grants  to  keep  the  schools  open  via  social  programs  such  as  juve- 
nile justice  or  any  one  that  is  included.  I  think  that  you  would  find 
some  aspect  of  that  in  education? 

Mr.  Master.  In  other  words,  you  are  suggesting  that  states  may 
bend  the  rules? 

Mr.  Early.  I  am  talking  specifically  to  Massachusetts. 

Mr.  Master.  And  a  particular  state  may  bend  the  rules? 

Mr.  Early.  No,  not  bend  the  rules,  not  bend  the  rules  at  all.  Stop 
within  every  rule  that  is  there  and  just  supplant.  That  is  a  reserva- 
tion to  me. 

Mr.  Master.  The  legislation  which  I  believe  is  going  to  be  up 
either  today  or  certainly  by  the  end  of  the  week,  precludes  those 
kinds  of  decisions.  The  funds  have  to  be  spent  for  social  services. 

Mr.  Early.  I  am  going  to  spend  it  for  social  services,  I  am  going 
to  spend  it  

Mr.  Master.  And  for  the  purposes  of  this  Act. 

Mr.  Early.  Exactly  for  the  purposes  that  are  there,  because 
every  state  has  some  of  those  services  in  their  system  now. 

Mr.  Master.  You  are  saying  in  educational  institutions  

Mr.  Early.  No,  I  am  using  that  as  a  general  one. 

Mr.  Master.  I  believe  that  is  also  precluded. 

Mr.  Early.  What  is  precluded? 

Mr.  Master.  I  don't  recall  the  specific  language  but  it  is  essen- 
tially for  spending  this  money  for  educational  purposes. 

Mr.  Early.  I  am  spending  it  specifically  in  the  categories  you  are 
putting  in  the  block  grant.  I  am  just  saying  that  the  states,  because 
of  fiscal  problems,  are  going  to  use  it  to  pay  for  a  principal  service, 
and  there  is  nothing  in  your  pending  legislation  that  I  have  read 
that  suggests  they  can't  do  that.  There  are  no  restrictions  on 
supplanting. 

Mr.  Master.  Then  what  you  are  saying  is  that  if  a  state  saw  that 
priority  area,  Service  to  Youth,  for  example,  as  one  that  could  be 
met  in  a  way  that  will  also  take  care  of  another  need,  providing 
services  throughout  the  school  or  whatever  

Mr.  Early.  Not  in  your  block  grant  proposal,  but  in  mental 
health,  for  example,  under  the  other  block  grant  proposal,  my  state 
is  going  to  get  their  share  of  the  money  and  there  is  no  restriction 
on  supplanting.  They  are  going  to  pay  the  current  psychiatrists 
and  physicians  that  they  have  on  board  now,  and  that  is  going  to 
happen  in  these  social  blocks. 

Mr.  Master.  I  guess  that  could  be  seen  two  ways.  One,  that  it  is 
supplanting  an  activity.  Another  is  that  it  gives  the  state  more 
flexibility  in  using  the  resources  at  its  disposal  in  the  most  efficient 
way  possible. 
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Mr.  Early.  Efficient  ways  as  far  as  the  dollars  and  cents  guys, 
OMB,  budget  people. 

Mr.  Master.  As  long  as  they  meet  the  purposes  of  the  Act  and 
provide  these  services  to  youth  in  need. 

Mr.  Early.  The  goals  are  fine.  I  supported  everything  the  Presi- 
dent said  last  night.  He  talked  about  a  lot  of  goals.  We  are  all  for 
the  same  goals.  It  is  which  vehicle  you  take  to  get  there.  The  block 
grant  you  can  rationalize — I  hope  we  put  enough  safeguards  in  it 
to  protect  the  ones  that  have  been  protected  under  Title  XX. 

Mr.  Master.  In  addition  to  accountability  at  the  state  level,  to 
residents  of  the  state,  legislature,  constituent  organizations,  et 
cetera,  we  do  have  requirements  in  our  legislation  for  accountabil- 
ity at  the  federal  level. 

Mr.  Early.  I  just  have  a  hard  time  seeing  how  you  are  going  to 
get  accountability.  Every  state  is  doing  whatever  they  want.  When 
it  was  a  categorical  grant,  we  could  trace  it,  one,  two,  three — 
Massachusetts  did  a  good  job,  Kentucky  was  terrible,  or  whatever 
happened,  we  could  do  that.  But  we  are  not  going  to  be  able  to  get 
accountability. 

Mr.  Master.  I  hope  for  our  sake  we  have  the  accountability  to 
the  Congress  and  to  this  committee,  every  year  that  we  have  to 
report. 

Mr.  Early.  We  are  all  well-intentioned.  I  have  trouble  on  how 
we  are  going  to  be  able  to  do  this  nearly  as  well.  At  the  same  time, 
I  want  to  stretch  out  every  dollar  we  have  to  provide  more  services 
to  the  groups  we  are  trying  to  address. 

I  think  there  have  been  a  lot  of  abuses  in  some  Title  XX  pro- 
grams and  we  should  try  to  correct  them.  But  let's  make  sure  that 
our  alternative  is  going  to  be  an  improvement  in  more  services  for 
less  dollars,  in  what  you  are  talking  about  as  the  goal. 

Thank  you,  Mr.  Chairman. 

Mr.  Natcher.  What  general  formula  will  be  used  for  distributing 
block  grants? 

Mr.  Master.  For  fiscal  1982,  the  formula  that  we  have,  generally 
speaking,  would  be  to  take  the  money  going  to  the  states,  to  the 
grantees  in  these  roughly  dozen  program  areas  in  fiscal  1982  and 
on  a  pro-rated  basis  back  to  roughly  75  percent  of  that  level, 
distribute  the  monies  according  to  that  formula. 

Mr.  Natcher.  Tell  us  a  little  more  about  that.  You  say  according 
to  that  formula. 

Mr.  Master.  We  would  basically — let  me  defer  to  my  expert  on 
this,  Joe  Mottola. 

Mr.  Natcher.  You  have  two  experts  sitting  right  behind  you  in 
that  second  row.  Want  me  to  name  them  for  you?  You  have  a 
gentleman  sitting  over  there  and  a  little  lady  sitting  over  here.  I 
don't  know  whether  you  know  them  or  not,  but  they  are  experts. 
Go  right  ahead.  Refer  to  the  one  you  want. 

Mr.  Master.  All  right. 

Joe,  do  you  want  to  handle  that  for  the  Chairman? 
Mr.  Natcher.  Go  right  ahead. 

Mr.  Mottola.  In  those  formula  grant  programs  where  there  is 
an  allotment  to  the  states  in  fiscal  year  1981  it  is  the  amount  that 
the  state  is  entitled  to  under  the  allotment  for  fiscal  year  1981.  In 
those  areas  which  are  entitlement  programs,  then  it  is  the  amount 
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for  fiscal  year  1981  that  the  states  may  claim  up  until  April  1, 
1982.  For  discretionary  programs,  it  would  be  the  amounts  that  the 
states  drew  in  fiscal  year  1981.  These  actual  figures  going  to  the 
states  would  then  be  used  to  develop  the  ratio  for  fiscal  year  1982 
funding.  So  there  would  be  a  direct  proportion  between  fiscal  year 
1981  funding  and  fiscal  year  1982  funding. 

RESTRICTIONS  ON  BLOCK  GRANTS 

Mr.  Natcher.  What  restriction,  if  any,  will  be  placed  on  how 
states  use  block  grants? 

Mr.  Master.  There  would  be  a  number  of  specific  prohibitions — 
but  generally,  as  I  indicated  to  Congressman  Early,  states  would 
have  to  use  the  money  for  the  services  that  are  authorized  under 
current  law. 

Mr.  Natcher.  Will  the  states  be  required  to  maintain  current 
levels  of  service  in  order  to  qualify  for  block  grants? 

Mr.  Master.  No  sir,  there  is  no  maintenance  of  effort  require- 
ment. 

Mr.  Natcher.  What  assurances  do  you  have  that  block  grants 
will  not  be  wasted  or  used  for  unauthorized  purposes? 

Mr.  Master.  We  would  have  accounting,  auditing  and  fiscal  re- 
porting requirements.  And  we  feel  relatively  sanguine  about  those 
requirements. 

Mr.  Natcher.  As  you  know,  the  budget  proposes  to  fund  the 
block  grant  at  a  level  25  percent  below  current  spending.  How 
much  of  this  reduction  do  you  believe  can  be  achieved  by  adminis- 
trative efficiencies  rather  than  program  cutbacks? 

Mr.  Master.  The  Secretary,  testifying  on  earlier  occasions,  indi- 
cated that  perhaps  as  much  as  ten  percent  of  that  25  percent  could 
be  recouped  in  the  way  of  savings  from  reducing  unnecessary  over- 
lap and  duplication.  So  roughly  up  to  ten  percent. 

Mr.  Natcher.  Would  that  mean  automatically  a  15  percent  cut- 
back? 

Mr.  Master.  I  guess  it  depends  on  how  you  interpret  it.  The  way 
I  view  it,  in  effect  what  will  happen  is  that  the  states  will  have  to 
make  those  hard  choices  among  competing  priorities.  But  there 
may  be  other  savings  that  we  haven't  anticipated. 

Mr.  Natcher.  How  many  employees  will  the  department  be  able 
to  eliminate  if  the  block  grant  program  is  enacted  into  law? 

Mr.  Master.  Slightly  more  than  200  positions  within  our  agency. 

Mr.  Natcher.  How  much  of  the  funds  for  current  programs  is  for 
administrative  costs  at  federal,  state  and  local  levels? 

Mr.  Master.  I  can  give  you  a  ball  park  estimate  in  terms  of  state 
and  local.  I  don't  believe  this  includes  federal  participation,  but  I 
think  we  estimate — let  me  defer  to  one  of  our  experts,  Mike 
Suzuki,  whom  you  were  looking  at  earlier. 

Mr.  Natcher.  You  named  one  of  them. 

Mr.  Master.  I  think  he  will  agree  it  is  roughly  seven  percent. 
Mr.  Natcher.  What  about  it,  Mr.  Suzuki? 

Mr.  Suzuki.  The  estimate  runs  seven,  eight  percent — seven  to 
ten  percent  in  the  Title  XX  program.  Again,  it  varies  in  terms  of 
how  much  the  state  actually  delivers  to  Title  XX  services  directly 
or  whether  they  purchase  services.  More  and  more  states  are  pur- 
chasing. So  the  administrative  overhead  for  the  state  is  essentially 
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in  the  contracting  and  planning,  and  evaluation.  We  do  not  get  our 
reporting  specifically  tied  to  administrative  expenses.  This  is  just 
an  estimate,  Mr.  Chairman. 

Mr.  Natcher.  When  your  transcript  comes  back,  Mr.  Suzuki, 
either  you  or  Mr.  Master  expand  just  a  little  more  in  detail  for  us. 
It  would  help  the  committee. 

[The  information  follows:] 

The  administrative  cost  in  the  AFDC  and  the  Medicaid  programs  runs  between  5 
and  10  percent.  We  believe  that  Title  XX  is  comparable  to  these  two  programs.  We 
could  estimate  that  Title  XX  would  be  between  7  and  10  percent,  if  administrative 
cost  is  defined  as  overhead  and  excludes  the  cost  of  direct  service  delivery  by  the 
State  agencies.  Since  more  than  half  of  the  services  delivered  are  by  purchase  of 
service  contracts,  most  of  the  administrative  cost  in  the  State  agency  deals  primar- 
ily with  contracting,  planning,  program  management,  and  evaluation.  The  Title  XX 
reporting  system  does  not  separately  identify  administrative  cost  and  service  deliv- 
ery cost. 

TITLE  XX  SOCIAL  SERVICES 

Mr.  Natcher.  How  much  is  available  in  1981  for  grants  to  states 
for  basic  Title  XX  Social  Service  program? 

Mr.  Master.  The  current  level  in  1981  is  $2.7  billion. 

Mr.  Natcher.  How  much  is  available  for  Title  XX  day  care 
services? 

Mr.  Master.  Day  care  under  Title  XX  is  $200  million. 

Mr.  Natcher.  Do  you  expect  all  of  the  states  to  fully  use  their 
Title  XX  allocations  this  year? 

Mr.  Master.  I  believe  just  about  all  the  states  will  use  that. 

Mr.  Natcher.  When  do  the  states  normally  publish  their  Title 
XX  annual  service  plans? 

Mr.  Suzuki.  The  law  requires  that  the  states  publish  their  pro- 
posed plan  90  days  before  the  beginning  of  the  program  period, 
which  may  be  two  years,  or  more.  Most  states  start  their  Title  XX 
program  on  July  1  relative  to  their  fiscal  year,  so  that  most  of  the 
states  have  published  a  proposed  plan  prior  to  April  1. 

Mr.  Natcher.  Have  the  service  plans  for  1982  been  published? 

Mr.  Suzuki.  The  proposed  plans  for  a  number  of  states  were 
published  prior  to  April  1,  which  would  be  90  days  prior  to  the  July 
1  starting  date. 

Mr.  Natcher.  How  will  these  service  plans  be  affected  by  the 
Social  Services  Block  Grant  proposal? 

Mr.  Suzuki.  If  the  block  grant  were  to  pass  and  become  effective, 
Title  XX  would  be  repealed.  One's  assumption  would  be  that  a 
significant  proportion  of  the  block  grant  money  would  go  into 
similar  areas,  but  they  would  no  longer  be  held  to  the  Title  XX 
comprehensive  program  plan  that  they  are  currently  required  to 
publish.  But  one  would  suspect  that  since  many  of  those  choices 
were  made  freely  by  the  state,  they  would  continue  to  support 
them. 

Mr.  Natcher.  Mr.  Suzuki,  won't  this  cause  confusion  in  the 
states? 

Mr.  Suzuki.  To  the  extent  that  the  state  would  have  to  publish 
some  kind  of  announcements  letting  the  community  know  that  the 
Title  XX  program  no  longer  is  in  effect.  Since  the  new  proposed 
statute  for  the  block  grant  requires  an  announcement  of  what  the 
state  will  do  with  the  block  grant  money,  there  will  be  a  new 
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accouncement  coming  out  prior  to  October  1,  if  that  statute  is 
passed  in  time  for  Mr.  Itteilag  and  my  comfort. 

Mr.  Natcher.  When  you  get  the  transcript  back,  go  a  little  bit 
more  into  detail.  That  will  help  us. 

[The  information  follows:] 

The  proposed  Social  Services  Block  Grant  statute  requires  that  the  chief  executive 
officer  of  the  State  report  on  the  intended  use  of  the  funds  before  making  any 
expenditures  from  the  grant.  The  report  would  include  the  type  of  activities  to  be 
supported  and  the  categories  of  characteristics  of  individuals  to  be  served.  The 
report  will  be  made  public  within  the  State  in  such  a  manner  as  to  facilitate 
comment  by  any  person  including  the  development  of  the  report  and  after  its 
completion.  The  report  must  be  revised  as  necessary  to  show  significant  changes  in 
the  activities  to  be  funded.  Revisions  to  the  report  will  be  made  public  in  the  same 
manner  as  the  original  report. 

Mr.  Master.  We  are  talking  with  states  on  just  this  very  topic. 
As  I  mentioned  earlier,  we  are  meeting  with  a  number  of  public 
interest  groups  representing  the  states  and  state  officials  in  the 
human  services  area. 

CHILD  WELFARE  SERVICES 

Mr.  Natcher.  Under  Child  Welfare  Services,  Mr.  Master,  what  is 
the  status  of  regulations  for  the  Adoption  Assistance  and  Child 
Welfare  Act? 

Mr.  Master.  The  notice  of  proposed  rulemaking  was  out  for 
review  and  comment.  I  believe  that  closed  March  16th.  We  are 
currently  reviewing  those  comments  and  analyzing  them. 

Mr.  Natcher.  Does  the  block  grant  proposal  repeal  this  legisla- 
tion? 

Mr.  Master.  Yes  sir. 

Mr.  Natcher.  If  it  repeals  it,  why  would  regulations  be  neces- 
sary? 

Mr.  Master.  We  are  proceeding  on  two  tracks.  We  are  assuming 
that  the  block  grant  proposal  will  go  through,  but  we  have  to  be 
prepared  for  another  eventuality. 

Mr.  Natcher.  As  a  result  of  your  budget  proposals  do  you  think 
that  most  of  the  states  will  withdraw  from  the  commitment  to 
reduce  reliance  on  foster  care? 

Mr.  Master.  We  don't  believe  so.  The  Secretary  also  testified  to 
this  effect. 

This  kind  of  compelling  issue  is  fairly  well  known  and  appreciat- 
ed at  the  state  and  local  level.  There  has  been  interest  on  the  part 
of  all  states  in  moving  ahead. 

Mr.  Natcher.  What  would  keep  them  in  the  program?  What 
incentive  would  they  have? 

Mr.  Master.  The  principal  incentive,  as  I  understand  it,  is  that  it 
is  not  only  more  beneficial  to  the  youngsters  if  those  kinds  of 
problems  can  be  resolved  with  the  family,  but  that  over  the  long 
haul  it  is  less  costly  to  provide  those  kinds  of  preventive  services 
than  to,  for  example,  keep  a  youngster  in  a  foster  care  institutional 
setting  for  six  years  or  whatever.  There  are  other  longer  term 
ramifications. 

Mr.  Natcher.  When  you  get  right  down  to  it,  isn't  it  just  a 
matter  of  money  now,  speaking  of  incentive? 

Mr.  Master.  Well,  again,  I  think  there  are  two  facets  here.  One 
is  in  this  public  accountability  mode  in  which  states  will  be  operat- 
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ing.  I  am  sure  that  concerned  residents  of  that  state,  constituent 
organizations  will  make  their  views  known. 

DAY  CARE 

Mr.  Natcher.  What  is  the  current  status  of  the  Department's 
proposed  day  care  regulations? 

You  know  we  have  had  this  up  once  or  twice  before.  Mr.  Suzuki 
would  tell  you  about  this.  We  even  had  to  put  some  limitations  in 
the  bill,  as  I  recall.  Where  are  we  now? 

Mr.  Master.  Well,  now,  as  the  Omnibus  Reconciliation  Act  re- 
quired, we  would  report  to  the  Congress  after  assisting  states  in 
conducting  systematic  assessment  of  day  care  by  June  1  of  this 
year.  We  believe  that  we  will  be  on  time  reporting  back  to  you.  We 
have  been  working  with  the  states,  we  should  have  a  report  to  you 
by  June  1. 

Mr.  Natcher.  All  right.  Mr.  Early. 

Mr.  Early.  Thank  you,  Mr.  Chairman. 

On  the  Child  Welfare  and  Adoption  Assistance,  wasn't  one  of  the 
purposes  of  that  Act  to  encourage  the  reuniting  of  a  child  in  foster 
care  with  its  family,  to  find  a  permanent  placement  for  the  child? 

Mr.  Master.  Yes  sir. 
.   Mr.  Early.  Now,  I  got  the  impression  you  were  saying  yes  to  the 
Chairman.  Do  you  think  that  the  Social  Service  Block  Grant  will 
encourage  that  activity? 

Mr.  Master.  I  think  the  block  grant  itself  is  neutral  on  prior- 
ities. It  provides  an  opportunity  for  states  to  set  their  own  prior- 
ities. 

Mr.  Early.  But  states  haven't  done  it  in  the  past,  will  you 
acknowledge  that? 
Mr.  Master.  Yes. 

Mr.  Early.  Have  states  done  this  in  the  past? 
Mr.  Master.  States  have  expressed  interest. 

Mr.  Early.  They  always  express  interest,  but  never  spend  any 
money  towards  it. 

Mr.  Master.  In  the  child  welfare  area  up  until  very  recently  the 
federal  contribution  represented  something  like  eight  percent  of 
the  total  cost  in  child  welfare  services.  So  the  states,  localities,  and 
the  public  and  private  participants  have  provided  the  bulk  of  sup- 
port for  child  welfare  services.  Major  responsibility  for  financing  of 
these  activities  has  not  been  with  the  Federal  Government,  at  least 
under  the  Child  Welfare  Services  program.  So  I  think  that  is  an 
indication  that  the  states  do  take  their  responsibility  seriously. 

Mr.  Early.  They  haven't  had  a  good  track  record  in  the  past 
though.  At  least  I  haven't  seen  it. 

Will  there  be  any  limit  on  the  amounts  of  funds  that  a  state  can 
spend  for  administrative  costs? 

Mr.  Master.  There  is  no  limit  in  the  proposed  legislation. 

Mr.  Early.  Let  me  ask  you  another  hypothetical  question.  Juve- 
nile courts  provide  a  lot  of  the  services  we  are  talking  about.  Could 
the  states  take  their  share  and  pay  for  juvenile  court? 

Mr.  Master.  I  don't  believe  so.  I  believe  that  is  proscribed. 

Mr.  Shute.  Mr.  Early,  with  regard  to  your  question,  only  the 
social  services  aspect  would  be  included  in  the  block  grant.  Any 
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administrative  costs  associated  with  the  criminal  justice 
system  

Mr.  Early.  Mr.  Shute,  let's  stop  right  there.  Isn't  that  going  to 
be  covered  under  the  umbrella  of  the  juvenile  court  judge?  He 
deals  with  many  social  services  that  are  included  in  the  block 
grant.  I  expect  they  run  into  juvenile  court  sometime  or  other. 

Mr.  Shute.  The  answer  is  the  services  that  the  court  provides 
could  be  covered  by  the  block  grant. 

Mr.  Early.  So  the  judge,  who  is  administering  the  services  could 
be  paid  for  by  the  block  grant? 

Mr.  Master.  I  think  that  is  

Mr.  Shute.  I  doubt  that. 

Mr.  Early.  I  want  to  know  why?  I  haven't  seen  a  restriction. 
There  is  no  question  states  are  going  to  try  to  do  this. 

Mr.  Master.  There  will  be  questions  and  many  questions  are 
already  raised  even  in  a  block  grant  context. 

Mr.  Early.  We  are  taking  a  25  percent  savings  on  accountability 
as  far  as  administration. 

Mr.  Master.  These  are  the  kinds  of  detailed  policy  considerations 
that  we  will  have  to  consider  very,  very  carefully. 

Mr.  Early.  Other  than  the  Runaway  Youth  program  will  any 
other  Juvenile  Justice  programs  be  covered  under  the  Social  Serv- 
ice Block  Grant  program? 

Mr.  Master.  Specifically,  the  only  one  we  have  mentioned  in  our 
legislative  proposals  and  budget  is  the  Runaway  Youth  program 
but  again  states  would  have  broad  latitude  to  provide  services  to 
youth? 

HEAD  START 

Mr.  Early.  A  $130  million  increase  is  being  proposed  for  Head 
Start.  How  will  this  increase  be  used? 
Mr.  Master.  Mr.  Busa. 

Mr.  Busa.  There  are  four  basic  purposes  that  would  be  served 
with  respect  to  the  increase  of  $130  million  for  Head  Start.  $78 
million  would  be  used  simply  to  offset  inflationary  cost  increases. 
That  is  to  say  $78  million  will  be  used  to  enable  the  projects  to 
maintain  current  levels  of  enrollment  and  services. 

In  addition  to  that,  $52  million  will  be  used  for  program  improve- 
ments of  essentially  three  types: 

First,  we  would  seek  to  add  additional  classrooms  to  the  Head 
Start  program,  in  order  to  remediate  the  most  serious  problems  of 
overcrowding.  We  know  roughly  one-third  of  Head  Start  classrooms 
are  currently  crowded.  So  part  of  the  $52  million  is  for  qualitative 
improvement  in  the  program.  Specifically,  $14.6  million  would  be 
used  to  add  approximately  635  classrooms  and  staff  to  the  existing 
Head  Start  program. 

Beyond  that,  we  know  that  historically  and  also  in  relation  to 
other  wages  paid  in  local  communities,  Head  Start  staff  are  rela- 
tively underpaid.  So  we  would  use  $33.4  million  to  provide  some 
respite  and  some  increase  for  the  staff  of  Head  Start  programs, 
teachers,  teacher  aides,  program  directors. 

Mr.  Early.  That  $34  million,  that  is  not  included  in  the  inflation 
factor? 

Mr.  Busa.  That  is  over  and  above  the  increase  to  offset  inflation. 
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Mr.  Early.  Over  and  above? 

Mr.  Busa.  Yes,  the  fourth  area  in  which  increased  funds  will  be 
used  in  1982  is  a  small  increment  of  $4  million  to  address  some 
needs  for  improving  facilities. 

AGING  LEGISLATION 

Mr.  Early.  Thank  you.  Now,  the  justification  suggests  that  the 
Administration  will  be  proposing  legislation  relative  to  the  Admin- 
istration on  Aging.  Will  you  outline  that  proposal? 

Mr.  Master.  Yes.  We  have  submitted  that  reauthorizing  legisla- 
tion. 

Mr.  Early.  It  has  been  filed? 

Mr.  Master.  It  has  been. 

Mr.  Early.  When  was  it  filed? 

Mr.  Master.  I  believe  1:00  p.m.  yesterday. 

Mr.  Early.  With  all  these  witnesses,  everytime  we  ask  for  the 
legislation,  it  was  yesterday.  More  things  are  happening  yesterday. 
Would  you  outline? 

Mr.  Master.  We  have  been  very  careful  in  trying  to  tease  out 
these  sticky  issues,  some  of  which  you  raised  this  morning. 

Mr.  Early.  This  is  the  right  place  and  the  right  time.  Will  you 
outline  that  legislative  proposal? 

Mr.  Master.  The  proposed  legislation  asks  for  reauthorization 
for  three  years. 

Mr.  Early.  At  what  level? 

Mr.  Handelsman.  At  the  current  level.  Title  III  which  previous- 
ly was  divided  into  three  parts  is  consolidated  into  one  part  for 
social  services  and  nutritional  services. 

Title  IV  is — let  me  correct  the  level.  On  Title  IV  the  level  is  less, 
it  is  about  49  percent  less  than  the  1981  level. 

Title  IV  research,  demonstration  and  training  is  now  combined 
into  two  sections  rather  than  four.  Those  two  sections  will  be  part 
(a)  for  training,  manpower  development;  and  part  (b)  for  research 
and  demonstration,  development. 

Mr.  Early.  We  are  cutting  back  49  percent  in  services  under 
Title  IV? 

Mr.  Handelsman.  There  is  a  49  percent  reduction  in  the  funds 
requested  for  Title  IV.  Title  III  remains  at  virtually  the  same  level 
with  a  $10,760,000  increase  from  the  amounts  available  in  fiscal 
year  1981  under  the  Presidents  March  Revised  Budget  request. 

Mr.  Early.  The  same  level — with  inflation,  are  we  going  to 
supply  less  services? 

Mr.  Handelsman.  Assuming  the  inflation  rate  remains  stable,  if 
it  does  not  subside,  there  would  be  some  reduction  in  social  serv- 
ices. There  is  an  increase  of  approximately  $10  million  which  is 
transferred  from  the  Department  of  Agriculture  budget  for  a  total 
of  $95.5  million  and  which  to  replace  the  cash  commodities  pro- 
gram. This  $10  million  increase,  coupled  with  the  resources  gener- 
ated by  the  $95.5  million  which  will  now  require  matching  funds 
should  be  sufficient  to  maintain  nutrition  services  at  the  level 
supported  by  the  fiscal  year  1981  appropriation. 

Mr.  Early.  Are  you  comfortable  with  that  legislation  as  far  as 
nutrition  programs  for  the  elderly? 

Mr.  Handelsman.  I  am. 
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HEAD  START 

Mr.  Natcher.  Let's  take  a  look  at  Head  Start.  Why  is  Head  Start 
continued  as  a  separate  program  while  most  other  human  develop- 
ment programs  go  into  block  grants?  Some  particular  reason? 

Mr.  Master.  Yes.  Let  me  give  you  a  general  answer  and  then 
have  Mr.  Busa  elaborate  on  that.  Generally,  the  reason  for  consoli- 
dation of  the  roughly  one  dozen  programs  into  the  Social  Services 
Block  Grant  is  because  these  are  in  many  respects  interrelated 
where  states  already  serve  in  this  area,  provide  administrative 
oversight  and  direction  for  the  Human  Services  activities. 

The  Head  Start  program  doesn't  quite  fit  into  that  mode  and  we 
have  found  it  to  be  very  successful  in  targeting  efforts  towards  a 
specific  preschool  population.  The  President  himself  drew  the  dis- 
tinction early  on  one  of  his  television  appearances.  That  is  general- 
ly the  distinction  that  has  been  drawn  up  today. 

Do  you  want  to  elaborate? 

Mr.  Busa.  I  would  add  to  that  the  new  well  accepted  results  of 
research  findings  on  the  program  that  show  its  unique  contribution 
to  the  development  of  poor  kids.  It  is  a  highly  successful  program 
and  it  is  supported  by  the  Administration,  including  a  request  to 
add  funds  to  the  program  to  maintain  the  quality  of  those  services. 
So  I  think  part  of  the  rationale  has  to  do  not  only  with  the  unique 
character  of  the  program,  but  also  its  success. 

Mr.  Master.  There  is  one  other  aspect  to  the  Head  Start  pro- 
gram that  I  think  also  provides  a  reason  for  not  folding  it  into  one 
block  grant  or  another.  It  is  really  a  multi-disciplinary  approach. 
There  are  health  services,  nutrition  services,  there  is  a  cognitive 
skill  education  and  social  development  component.  So  it  doesn't  fit 
neatly  into  any  one  area — health,  education,  or  social  services. 

Mr.  Natcher.  Mr.  Master,  when  you  get  right  down  to  it,  with- 
out you  saying  it,  but  just  permitting  me  to  say  it,  Head  Start  is  a 
program  that  has  cost  considerable  money  down  through  the  years 
but  you  people  are  simply  not  going  to  trust  Head  Start  in  a  block 
grant  program.  So  that  in  substance — you  don't  have  to  answer 
that,  Mr.  Master.  Just  let  me  put  that  in  the  record. 

Mr.  Master.  By  all  means. 

Mr.  Natcher.  You  are  just  not  going  to  trust  placing  it  in  a 
block  grant  program. 

Just  speaking  for  myself  and  I  maybe  am  speaking  for  Mr.  Early, 
too,  you  know,  I  am  kind  of  inclined  the  same  way.  So  we  just  leave 
that  at  that  point. 

Now,  Mr.  Master,  you  are  proposing  an  increase  of  $130  million 
for  the  Head  Start  program,  all  of  which  would  be  used  to  improve 
quality.  What  evidence  do  you  have  that  these  programs  or  any 
one  of  them  is  of  an  inferior  quality?  You  say  to  improve  quality. 
What  do  you  mean  by  that? 

Mr.  Master.  I  will  again  let  Mr.  Busa  give  you  the  specifics,  but 
there  are  some  very  compelling  examples  of  where  we  need  to 
make  further  investments  to  improve  the  lowest  common  denomi- 
nator. 

Mr.  Natcher.  Go  right  ahead. 

Mr.  Busa.  Mr.  Chairman,  we  know  from  a  variety  of  studies, 
both  Head  Start  studies  and  in  the  area  of  day  care,  that  there  are 
certain  factors  associated  with  the  provision  of  services  to  young 


709 


children  that  affect  the  quality  of  program  operations.  Let  me 
mention  what  those  are: 

We  know,  for  example,  that  it  makes  a  difference  what  the  group 
size  requirements  are  for  a  program  and  whether  the  children  are 
being  served  in  the  program  are  in  large  or  small  groups  of  chil- 
dren. We  know  that  the  level  of  education  and  experience  of  the 
staff  providing  services  to  young  children  also  make  a  difference  in 
terms  of  program  quality  and  the  developmental  gains  that  chil- 
dren make. 

We  also  know  that  a  quality  program  for  preschool  children 
requires  that  you  have  an  experienced  and  a  qualified  staff  on 
hand  to  provide  those  services. 

When  we  looked  at  Head  Start  as  we  prepared  the  budget,  we 
began  to  detect  over  a  period  of  time  that  there  has  been  some 
erosion  in  those  two  particular  factors  associated  with  what  we 
believe  are  the  requirements  for  a  sound  child  development  pro- 
gram. 

We  know  that  some  Head  Start  classrooms  have  become  over- 
crowded largely  because  some  local  projects  have  tried  to  offset  the 
effects  of  inflation,  over  a  period  of  time  by  enlarging  the  size  of 
classes  rather  than  by  reducing  enrollment.  So  we  did  an  analysis 
of  how  many  classes  were  overcrowded,  classes  with  more  than  20 
children  in  them.  Ideally  what  you  want  is  15  children  per  class,  in 
accordance  to  the  guidelines,  and  three  staff  members. 

When  we  looked  at  that  data  we  found  there  were  a  significant 
number  of  classrooms  that  had  well  in  excess  of  20  children.  We 
took  some  steps  in  this  budget  process  to  try  to  address  at  least  the 
most  serious  cases  of  overcrowding.  That  is  one  factor  associated 
with  quality  of  child  development  services. 

We  know,  historically  for  example,  that  some  years  ago  in  the 
early  1970s  the  averge  number  of  children  in  the  Head  Start  class- 
room was  closer  to  15  or  16.  As  we  looked  at  it  in  the  1980s,  it  was 
closer  to  20.  So  this  is  one  trend  that  we  are  seeking  through  this 
budget  request  to  try  to  remediate. 

With  respect  to  the  staff  in  Head  Start  programs,  we  have 
become  very  concerned  with  the  extent  of  annual  staff  turnover  in 
Head  Start.  We  know  in  the  early  days  of  the  program  staff  turn- 
over rate  was  closer  to  15  percent.  It  is  now  in  excess  of  20  percent. 

A  study  was  done  in  Kentucky,  for  example,  that  reviewed  the 
amount  of  turnover  among  Head  Start  staff.  We  found  in  that  state 
it  was  33  percent.  We  know  that  in  one  of  our  regions  the  turnover 
in  Head  Start  directors  in  one  year  was  close  to  50  percent. 

One  of  the  factors  associated  with  that  degree  of  turover  is  the 
salary  levels  available  to  local  Head  Start  staff.  So  here  again  we 
have  tried  to  take  some  steps  to  prevent  a  problem  that  is  emerg- 
ing and  to  keep  it  from  becoming  worse.  We  know  also  that  staff 
competency,  the  level  of  skills  associated  with  people  who  serve  in 
Head  Start  projects  have  made  a  difference  in  terms  of  the  quality 
of  those  services. 

Beyond  that,  we  make  a  considerable  investment  each  year  in 
training  local  Head  Start  staff.  To  the  extent  there  is  turnover  in 
the  Head  Start  program,  there  is  a  certain  loss  of  that  investment. 
So  it  is  basically  for  that  reason. 
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HEAD  START 

Mr.  Natcher.  Mr.  Early. 

Mr.  Early,  with  the  Chairman's  permission,  I  want  to  pursue  the 
specifics  you  cited  to  improve  the  quality  of  Head  Start.  Isn't  the 
same  thing  true  for  many  of  the  programs  that  are  going  into  the 
block  grant  like  the  child  abuse  program?  Going  back  to  what  you 
just  told  Mr.  Natcher,  wouldn't  the  same  logic  apply  to  the  number 
of  child  abuse  cases  per  social  worker?  Isn't  that  going  to  be  what 
really  makes  an  impact — whether  we  identify  the  problem  and  then 
correct  it? 

There  are  programs  going  into  the  block  grant  where  the  same 
principles  you  cited  for  putting  money  into  Head  Start  apply.  The 
states  just  aren't  going  to  be  able  to  do  that. 

Mr.  Master.  Mr.  Early,  if  I  could  comment  on  that.  I  believe  that 
a  distinction  was  drawn  between  the  Head  Start  program  and 
other  programs  already  administered  at  the  state  level,  where  the 
states  have  had  a  long  

Mr.  Early.  Professional  distinction  or  political  distinction? 

Mr.  Master.  It  was  a  distinction  that  was  drawn  as  to  the 
motivation.  My  guess  is  this  makes  good  professional  sense.  The 
Head  Start  program  is  a  national  effort  aimed  at  making  an  invest- 
ment usually  over  a  period  of  about  nine  months  in  a  youngster's 
life,  preschooler,  age  3  to  5,  because  there  is  a  nationwide  social 
dividend  reaped  in  subsequent  years. 

Mr.  Early.  Indulging  on  the  Chairman's  time  again,  Mr.  Busa, 
you  know  what  is  interesting,  the  rationale  doesn't  follow.  We 
suggest  Head  Start;  it  has  worked;  it  has  done  well.  $78  million  of 
the  $130  million  is  going  to  go  to  bring  salaries  up  to  reasonable 
levels,  which  I  am  all  for.  You  get  what  you  pay  for.  But  evidently 
we  didn't  pay  these  people  as  much  as  we  paid  others.  The  program 
just  must  have  been  administered  better,  because  the  people  that 
were  getting  less  probably  gave  us  the  most  quality  service. 

So  I  will  vote  to  give  you  the  money  to  increase  salaries.  But 
those  lower  paid  people  were  evidently  doing  a  super  job.  I  just 
don't  follow  the  logic,  as  far  as  the  whole  rationale  on  why  we  do 
some  things.  I  don't  want  to  penalize  the  efficient,  the  ones  that 
performed  well  despite  not  getting  the  money.  I  want  to  bring  up 
the  inefficient  to  the  efficient  levels.  But  I  have  trouble  with  the 
logic  or  the  rationale. 

Thank  you,  Mr.  Chairman. 

Mr.  Natcher.  Will  all  of  the  states  receive  cost  of  living  in- 
creases under  the  increase  that  is  now  before  the  committee? 
Mr.  Master.  Talking  about  Head  Start  program? 
Mr.  Natcher.  Head  Start. 

Mr.  Busa.  The  answer  is  yes.  Let  me  correct  that. 

Mr.  Natcher.  If  you  will  briefly  describe  to  the  committee  how 
the  appropriation  for  Head  Start  is  distributed  by  state  for  operat- 
ing local  projects? 

Mr.  Master.  You  want  that  for  the  record? 

Mr.  Natcher.  Go  ahead  and  briefly  tell  us  about  it. 

Mr.  Busa.  The  amount  of  funds  available  for  the  operation  of 
local  Head  Start  projects  in  each  state  is  governed  by  a  formula 
which  is  in  the  legislation.  Basically,  the  legislation  specifies  that 
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78  percent  of  the  appropriation  shall  be  distributed  in  accordance 
with  two  factors: 

One  factor  is  the  relative  number  of  children  who  are  ages  zero 
through  five  in  each  state  in  families  with  incomes  below  the  OMB 
defined  poverty  guidelines  as  compared  to  all  other  states. 

The  second  factor  is  the  relative  number  of  AFDC  recipients  in 
each  state  as  compared  to  all  other  states.  Those  two  factors  deter- 
mine the  distribution  of  78  percent  of  the  appropriations.  That  is 
the  bulk  of  money  available  for  support  of  local  projects  in  each 
state. 

In  addition  to  that,  the  legislation  requires  that  when  the 
amount  of  funds  available  under  this  statutory  formula  that  I  have 
just  mentioned  is  not  sufficient  to  hold  states  harmless  to  their 
1978  level  of  funding,  additional  funds  shall  be  made  available 
from  the  Secretary's  discretionary  reserve  in  order  to  hold  each 
state  harmless  to  their  fiscal  year  1978  funding  level.  Additional 
payments  are  made  to  insure  that  eligible  states  receive  minimum 
funding  increases  that  equal  half  the  percentage  increase  in  each 
year's  appropriations.  That  constitutes  the  bulk  of  the  funds  availa- 
ble to  each  state.  Beyond  that,  the  Secretary  may  add  some  addi- 
tional funds  to  meet  specified  needs. 

Mr.  Natcher.  Are  you  satisfied  generally  with  the  current  Head 
Start  formula? 

Mr.  Busa.  We  have  made  no  proposal  to  change  the  current 
Head  Start  formula  that  affects  the  distribution  of  funds  to  states. 
There  is  one  small  request  for  a  change  that  the  Administration  is 
making.  That  has  to  do  with  de-indexing  the  increasses  to  be  made 
available  to  Indian  and  migrant  projects.  Those  projects,  under  the 
current  Head  Start  legislation  are  treated  differently  from  other 
Head  Start  projects.  Our  proposal  would  be  to  provide  increases  to 
Indian  and  migrant  projects  which  are  comparable  to  the  amounts 
of  increases  available  to  projects  generally. 

Mr.  Natcher.  Head  Start,  is  not  authorized  for  next  year? 

Mr.  Master.  We  have  submitted — again,  I  guess  it  was  1:00  p.m. 
yesterday — that  legislative  proposal.  We  have  requested  a  three- 
year  reauthorization. 

Mr.  Natcher.  Simple  extension,  for  three  years. 

Mr.  Master.  There  are  a  couple  of  minor  changes.  Of  course,  one 
not  so  minor,  is  the  budget  amount  for  fiscal  1982. 

Mr.  Natcher.  What  does  the  legislation  provide? 

Mr.  Master.  $950  million  is  the  request  for  fiscal  year  1982,  as 
Mr.  Busa  indicated,  a  shift  in  the  indexing  for  Indian  and  migrant 
program  grantees. 

Mr.  Natcher.  To  what  extent  do  CETA  employees  participate  in 
local  Head  Start  programs? 

Mr.  Master.  There  is  considerable  participation  in  the  Head 
Start  programs  across  the  nation. 

Mr.  Natcher.  You  know  the  proposal  concerning  CETA.  Will 
this  be  a  radical  change  as  far  as  you  are  concerned  in  the  Head 
Start  program? 

Mr.  Master.  I  don't  think  it  would  be  a  radical  change.  It  would 
have  an  impact  and  I  believe  our  estimates  bare  upwards  of  $20  to 
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$25  million  out  of  the  total  Head  Start  activity.  So  if  you  think  of 
the  federal  base  being  $950,  and  other  funds  as  well  at  the  local 
level,  $20  to  $25  million  would  be  a  modest  impact  that  would  have 
to  be  accommodated. 

Mr.  Natcher.  What  is  the  current  cost  per  child  in  the  Head 
Start  program  as  of  the  current  fiscal  year  and  what  do  you  antici- 
pate in  1982? 

Mr.  Busa.  The  current  cost  per  child  in  full  year  projects  is 
$2,110.  In  fiscal  year  1982  we  estimate  it  would  be  $2,469. 

Mr.  Natcher.  Based  on  information  supplied  last  year  by  your 
office  to  the  committee  the  average  cost  in  the  District  of  Columbia 
is  $3,331  per  child.  In  states  such  as  Michigan,  Ohio,  Texas  it  is  just 
above  $1,500  per  child.  Why  does  it  cost  twice  as  much  in  the 
District  of  Columbia  as  it  does  in  other  states? 

Mr.  Master.  Let  me  defer  to  my  expert,  Mr.  Busa,  who  I  am  sure 
is  much  more  intimately  familiar  with  the  facts. 

Mr.  Busa.  The  fact  of  the  matter  is  that  there  are  a  variety  of 
factors  that  influence  what  the  resultant  cost  per  child  will  be  in  a 
local  Head  Start  project.  Those  factors  include,  among  other  things, 
the  location  of  the  project — that  is  to  say,  is  it  in  a  generally  very 
high  cost  of  living  area  versus  a  very  low  cost  of  living  area? 

As  you  know,  we  have  a  mix  of  both  urban  and  rural  programs 
as  well.  There  are  also  differences  among  Head  Start  programs  in 
the  length  of  program  operating  year.  Some  programs  operate 
eight  months,  others  ten  months,  others  may  operate  year  round. 

In  addition  to  that,  there  are  differences  in  the  length  of  pro- 
gram operating  day.  Some  programs  elect  to  operate  on  a  full  day 
basis,  other  programs  on  a  part  day  basis. 

In  addition  and  beyond  that,  there  are  also  significant  differences 
in  the  availability  of  other  resources  from  one  community  to  the 
next,  such  that  in  some  areas  it  might  be  relatively  more  difficult 
to  access  community  services  that  may  be  free  of  charge  or  availa- 
ble at  reduced  rates  than  in  areas  where  such  services  are  more 
plentiful. 

So  in  combination,  I  think  those  factors  account  for  the  cost  per 
child  differences  that  you  cited.  I  think  if  one  were  to  control  for 
all  of  these  differences  the  cost  per  child  variation  would  be  some- 
what reduced. 

COST  PER  CHILD 

Mr.  Natcher.  Can  you  control  the  cost  per  child?  Can  you  take 
steps  to  control  it,  in  the  District  or  any  other  place? 

Mr.  Busa.  I  think  within  limits  that  is  possible  to  do.  Again,  our 
interest  in  reviewing  this  question  is  not  to  alter  the  cost  per  child 
in  such  a  way  that  we  would  not  be  able  to  provide  services  that 
we  would  recognize  as  Head  Start  program.  That  is  to  say,  a 
service  which  is  nothing  more  than  glorified  day  care.  So  while 
there  may  be  some  things  that  could  be  done  to  attempt  to  remedi- 
ate some  of  these  disparities,  the  principal  factor  we  have  been 
concerned  with  is  providing  a  reasonable  level  of  funding  for  the 
number  of  children  to  be  served  over  the  period  of  time  in  a  given 
year  those  children  are  to  be  served,  and  insure  that  a  quality 
program  is  produced. 

Mr.  Natcher.  Mr.  Early. 
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TITLE  XX  ADMINISTRATIVE  COST 

Mr.  Early.  Thank  you  very  much. 

The  Chairman  asked  Mr.  Master,  but  I  didn't  catch  the  numbers 
for  the  administration  of  Title  XX,  in  Washington?  How  much 
money  will  we  spend  in  Washington  in  administering  Title  XX  in 
1981? 

Mr.  Master.  Direct  administrative  costs  for  Title  XX  program? 
Mr.  Early.  In  Washington? 

Mr.  Mottola.  It  really  is  the  kind  of  question  we  should  go  back 
and  develop  an  answer  for  because  Washington  does  not,  for  in- 
stance, have  the  total  cost  of  administering  the  Title  XX  program. 
We  have  regional  costs  associated  also  with  Title  XX. 

Mr.  Early.  I  am  not  concerned  about  the  regional  costs.  I  am 
talking  about  administrative  costs  right  here  in  Washington.  Can 
you  tell  me  how  many  people  you  will  reduce  your  staff  by  from 
1981  

Mr.  Master.  You  are  talking  about  agency? 

Mr.  Early.  Your  agency  here  in  Washington.  How  many  people 
will  be  reduced  from  your  Washington  office,  with  the  transfer  to 
the  block  grant? 

Mr.  Master.  Nationwide  

Mr.  Early.  I  am  not  concerned  about  nationwide — right  here. 
Mr.  Master.  We  have  not  drawn  a  distinction  between  headquar- 
ters  

Mr.  Early.  Will  you  supply  that  for  the  record. 
Mr.  Mottola.  Yes. 

Mr.  Itteilag.  Let  me  interject  just  one  thing,  though.  There  is  a 
specific  decrease  in  the  budget  for  the  Office  of  Human  Develop- 
ment Services  in  1982  related  to  the  administrative  costs  of  these 
categorical  programs.  I  want  you  

Mr.  Early.  I  am  trying  to  specifically  get — we  are  eliminating  all 
the  specific  administrative  costs  outside  Washington? 

Mr.  Itteilag.  Yes,  sir. 

Mr.  Early.  Would  you  give  the  committee  some  idea  of  the 
protection  of  the  employees  who  have  administered  these  social 
programs  throughout  all  our  states  have?  What  protection  have 
they  got  in  all  states?  I  heard  Mr.  Busa  talk  about  his  people  in 
Head  Start — which  I  appreciate — being  underpaid,  et  cetera.  I  want 
to  know  what  happens  to  employees  who  have  served  the  people, 
served  everyone  well  in  each  of  the  states?  Do  we  know  if  they  are 
going  to  be  protected  in  any  way? 

It  is  tough  for  me  to  have  someone  who  served  well,  adminis- 
tered a  program  for  six,  eight,  nine  years,  terminated  before  the 
fellow  who  was  hired  last  week. 

Mr.  Master.  Again,  the  overall  impact  can't  be  predicted  at  this 
point.  We  mentioned  there  is  a  25  percent  reduction  in  budget 
requested.  There  are  other  savings  that  are  possible.  But  those 
decisions  basically  will  have  to  be  made  on  a  state  by  state  basis. 

Mr.  Early.  Do  you  think  that  is  fair  on  our  part?  You  know,  we 
have  administered  the  programs — let's  identify  social  workers,  they 
worked  in  the  states,  paid  for  by  the  Federal  Government.  They 
worked  "X"  number  of  years.  How  are  they  going  to  fall  into  the 
work  force  with  the  state's  social  workers,  are  they  going  to  be 
protected  in  this  pending  legislation  somehow? 
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Mr.  Master.  I  can't  speak  to  the  fairness.  That  is  the  way  our 
system  operates,  that  each  level  of  government  will  have  to  take 
care  of  its  work  force. 

Mr.  Early.  Is  our  legislation  geared  to  that?  Federal  law  super- 
cedes state  law.  Is  there  anything  in  the  legislation  that  is  going  to 
protect  those  employees? 

Mr.  Master.  No,  sir. 

Mr.  Early.  Are  you  comfortable  with  that? 
Mr.  Master.  I  accept  it. 
Mr.  Early.  Is  that  fair? 

Mr.  Master.  Well,  again,  fairness  is  a  judgment  on  value. 

Mr.  Early.  It  is  more  than  just  going  to  the  bottom  line  and 
saying  we  are  spending  less  in  Title  XX  than  we  spent  last  year? 

Mr.  Master.  I  am  not  sure  this  answers  your  question  directly, 
but  the  way  I  relate  to  that  kind  of  an  issue  is  the  society  wants  to 
accomplish  something.  It  has  so  much  money  to  accomplish  those 
tasks  with  

Mr.  Early.  But  they  want  to  accomplish  it  fairly.  We  want  to 
accomplish  it  equitably  and  fairly. 

Mr.  Master.  I  would  hope  at  the  state  level,  just  as  I  would  hope 
at  the  federal  level,  that  as  much  as  possible  could  be  accomplished 
by  redeploying  the  work  force  into  other  areas,  attrition,  et  cetera. 

Mr.  Early.  That  is  good  theory. 

Mr.  Master.  That  would  be  the  ideal  situation. 

Mr.  Early.  That  is  good  theory  but  a  lot  of  theory  though. 

Thank  you,  Mr.  Chairman. 

HEAD  START  PROJECTS 

Mr.  Natcher.  Last  year  you  advised  the  committee  that  our 
office  was  initiating  reviews  of  local  Head  Start  projects  for  finan- 
cial and  program  compliance.  What  about  your  results? 

Mr.  Busa.  We  have  undertaken  a  process,  Mr.  Chairman,  to 
conduct  an  on-site  monitoring  review,  visits  that  utilize  staff  not 
only  from  the  Administration  for  Children,  Youth  and  Families, 
but  also  staff  skilled  in  grants  management  activities.  We  have 
gone  out  across  the  country,  we  intend  to  accomplish  approximate- 
ly 200  reviews  this  year. 

We  have  gotten  several  preliminary  reports  in  as  to  the  results 
of  those  reviews.  Basically  the  Head  Start  projects  are  operating  in 
accordance  with  departmental  grants  management  specifications. 
We  have  identified  some  areas  where  we  think  improvements  are 
necessary,  such  as  personnel  management,  record  keeping,  so  on. 
We  are  taking  steps  to  work  with  those  projects  to  provide  some 
technical  assistance  in  order  to  address  those  problems. 

Basically,  we  have  found  overall  that  projects  are  generally  well 
managed.  There  are  some  short  term  problems  that  we  have  moved 
to  correct  and  we  would  continue  this  process  hopefully  into  the 
future. 

Mr.  Natcher.  Have  you  terminated  any  local  projects  for  failure 
to  perform  or  for  non-compliance? 

Mr.  Busa.  I  don't  have  an  exact  number  available  to  me  but  my 
general  sense  is  that  there  may  have  been  up  to  half  a  dozen 
projects  terminated. 

Mr.  Natcher.  You  can  place  that  in  the  record  for  us. 
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[The  information  follows:] 

Total  Number  of  Head  Start  Programs  Terminated 

Since  1975,  twenty-four  Head  Start  programs  have  been  terminated  by  ACYF, 
primarily  for  lack  of  adequate  fiscal  or  administrative  systems.  In  virtually  all  cases 
where  Head  Start  programs  have  been  defunded,  the  program  has  later  reopened  in 
the  same  community  under  different  sponsorship.  Replacement  grantees  are  select- 
ed through  a  competitive  process. 

The  vast  majority  of  programs  cited  for  poor  performance  or  noncompliance  are 
able  to  improve  their  program  efforts  and  administrative  systems  through  training 
and  technical  assistance  provided  through  the  Regional  Office. 

The  twenty-four  terminated  grantees  are: 

Agency  and  location 

Opportunities  for  Cortland  County,  Cortland,  N.Y. 
Niagara  Community  Action  Program,  Niagara  Falls,  N.Y. 

Congress  of  Puerto  Rican  Hometowns,  Inc.  (delegate)  N.V.C.,  New  York  City 
The  Hopkins  House  Association  Inc.  (delegate),  Alexandria,  Va. 
Buchanan-Dickenson  Rural  Area  Development  Corporation,  Haysi,  Va. 
CAA  of  Fayette  Co.  Pa.,  Fayette  County,  Pa. 
Tri  County  CAA,  Saxton,  Pa. 

Heart  of  Georgia  Community  Council,  Inc.,  Georgia. 
Board  of  Education,  Cobb  County  Public  Schools,  Marrietta,  Ga. 
Associated  Communities  of  Sunflower  County  (delegate)  Miss.,  Sunflower  Co., 
Miss. 

Mary  Homes  College,  West  Point,  Miss. 

Stabilization  Through  Education  of  an  Area,  Inc.  (STEA,  delegate),  Chicago,  111. 
Kansas  Council  of  Agricultural  Workers  and  Low  Income  Families,  Garden  City, 
Kansas 

Greater  Omaha  Community  Action,  Inc.,  Omaha,  Neb. 
Human  Resources  Corp.,  Kansas  City,  Kan. 
Missoula-Mineral  Human  Resources,  Inc.,  Missoula,  Mont. 
Ogden  Area  Community  Action  Agency,  Ogden,  Utah. 
Denver  Opportunity  Inc.,  Denver,  Col. 

Economic  Opportunity  Council  of  San  Francisco,  Inc.,  San  Francisco,  Cal. 

EYOA  of  Los  Angeles,  Los  Angeles,  Cal. 

Seattle  King  County,  Seattle,  Wash. 

Greater  Cal.  Education  Project,  Fresno,  Cal. 

Norris  High  PTA,  Attalla,  Ala. 

Community  Council  of  Bee  County,  Beeville,  Tex. 

Mr.  Natcher.  Generally,  do  you  feel  that  local  projects  are  doing 
an  adequate  job  in  serving  handicapped  children? 

Mr.  Master.  Yes.  In  that  area,  nationwide,  we  exceed  the  re- 
quirement. The  requirement  I  believe  is  10  percent  of  enrollment 
be  handicapped  children  on  a  state  by  state  basis.  Currently,  we 
are  approximately  12  percent  nationwide. 

Mr.  Natcher.  All  right.  Mr.  Conte. 

REDUCTION  IN  FORCE 

Mr.  Conte.  I  have  asked  this  question  of  all  witnesses  who  have 
come  before  us  this  year.  By  going  to  a  Social  Service  Block  Grant, 
how  much  will  be  saved  in  federal  administrative  costs  each  year? 

Mr.  Master.  Federal  cost,  or  state? 

Mr.  Conte.  Federal  costs,  because  you  are  going  to  a  block  grant, 
therefore,  we  are  going  to  get  rid  of  this  bureaucracy  in  Washing- 
ton. I  want  to  know  how  much  we  are  going  to  save,  tell  me  how 
many  employees  we  are  going  to  get  rid  of  here  in  Washington? 

Mr.  Master.  In  fiscal  year  1982,  our  proposal  envisions  a  reduc- 
tion of  approximately  200  positions  and  a  savings  of  $4  million  at 
the  federal  level. 
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Mr.  Conte.  So  there  is  a  25  percent  cut  in  these  programs?  So 
what  percentage  of  the  25  percent  is  what  you  just  gave  me? 

Mr.  Master.  There  is  virtually  none. 

Mr.  Conte.  He  is  shaking  his  head.  But  there  has  to  be. 

Mr.  Master.  There  is  another  administrative  cost.  We  estimate 
as  much  as  ten  percent  of  the  25  percent  would  be  brought  back  in 
the  way  of  savings  at  the  state  level,  because  that  is  where  the 
heavy  administrative  load  is. 

Mr.  Early.  Would  you  yield? 

Did  you  tell  Mr.  Conte  200  employees  are  going  to  be  dropped  in 
Washington?  That  is  what  his  question  was. 
Mr.  Master.  Nationwide. 

Mr.  Early.  I  think  Mr.  Conte  asked  you  how  many  were  going  to 
be  eliminated.  I  tried  to  ask  that  question  myself.  The  200,  I  am 
assuming  the  answer  you  gave  Mr.  Conte  was  200  administrators 
in  Washington. 

Mr.  Master.  Not  in  Washington.  In  the  agency  we  have  in 
Washington  and  half  of  our  work  force  is  in  the  ten  regional 

offices. 

Mr.  Early.  Mr.  Conte's  question  was  how  many  in  Washington. 

Mr.  Master.  You  said  federal  administrative.  If  that  was  your 
question,  we  expect  that  in  our  agency,  which  has  currently  a 
ceiling  number  of  employees  of  roughly  1500,  in  fiscal  year  1982 
that  would  drop  a  little  more  than  200  positions,  under  the  1300 
mark  and  we  expect  to  save  about  $4  million  from  that. 

Some  of  those  positions  would  be  in  Washington,  probably  half  or 
whatever  we  get  back  to  you  with  precisely,  will  be  in  the  field. 

Mr.  Conte.  About  100  in  Washington  and  100  in  the  field? 

Mr.  Master.  We  don't  have  a  precise  number  on  that.  We  men- 
tioned to  Congressman  Early  earlier  

Mr.  Conte.  Well,  roughly. 

Mr.  Master.  Roughly  40  to  50  percent  in  headquarters.  I  guess 
that  would  be  an  assumption. 

Mr.  Conte.  Don't  be  worried.  I  am  not  going  to  come  back  and 
hit  you  over  the  head.  When  I  go  back  home  they  all  hit  me,  they 
say  "You  are  cutting  these  programs  25  percent." 

I  am  saying,  "No,  we  are  not  cutting  them  25  percent,  because 
there  are  going  to  be  savings  in  the  bureaucracy." 

I  would  seem  to  think  that  you  people  would  be  waving  the  flag 
and  come  out  and  tell  us  the  savings  we  are  going  to  have  in  the 
bureaucracy. 

Mr.  Master.  The  Secretary  has  gone  on  record  on  previous  occa- 
sions indicating  we  expect  that  perhaps  as  much  as  ten  percent  of 
that  reduction  could  be  recouped  in  the  way  of  savings  at  the  state 
and  local  level  by  eliminating  the  unnecessary  overlap  and  duplica- 
tion of  effort. 

One  of  the  things  that  we  hope  to  do  through  our  discretionary 
authority  is  to  work  in  a  partnership  mode  with  the  states  to 
examine  ways  of  operating  more  efficiently,  streamlining  the  ad- 
ministrative support  structure  across  these  human  services  activi- 
ties. But  you  are  right,  there  would  be  a  substantial  percentage  left 
that  would  have  to  be  absorbed  by  focusing  on  higher  priority 
program  needs. 
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Mr.  Conte.  What  percent  of  25  percent  will  be  saved  at  the  state 
and  local  level?  Are  you  assuming  then  about  15  percent  will  be 
saved  on  the  federal  level? 

Mr.  Master.  No.  That  15  percent  is  a  cut,  a  reduction. 

Mr.  Conte.  You  are  going  to  eliminate  200  jobs.  So  that  comes 
out  of  there. 

Mr.  Master.  The  $4  million  is  I  believe  reprogrammed  back  into 
the  overall  amount.  That  constitutes  part  of  that  75  percent  of  the 
total  amount  that  went  into  these  programs  in  fiscal  1981. 

Mr.  Conte.  Really,  it  is  a  25  percent  net  cutback  on  the  program. 

Mr.  Master.  Well,  unless  the  net  would  include  the  up  to  ten 
percent  savings  in  administrative  costs  that  might  be  eliminated. 

Mr.  Conte.  That  makes  it  15  percent. 

Now,  you  talk  about  a  partnership.  What  kind  of  oversight  and 
accountability  will  be  maintained  on  the  federal  level? 

Mr.  Master.  The  legislation  would  include,  in  addition  to  the 
public  accountability  at  the  state  level  where  the  state  would  have 
to  share  its  intentions  with  its  residents,  the  state  legislature, 
constituent  organizations  at  the  state  and  local  levels,  at  the  feder- 
al level  there  would  be  continued  stewardship,  oversight,  through 
auditing,  reporting,  et  cetera. 

Mr.  Conte.  Are  you  confident  that  programs  like  foster  care, 
adoption  assistance,  runaway  youth,  homeless  youth,  do  not  need 
considerable  coordination  and  management  on  a  national  level. 

Mr.  Master.  The  way  you  phrased  it  I  would  say  it  does  require 
all  of  that  and  we  have  plans  to  do  that  each  in  the  context  of  the 
block  grant.  We  hope  to  use  the  not  so  modest  $61  million  that  we 
are  requesting  in  the  discretionary  area  to  conduct  research,  devel- 
op innovative  approaches,  models,  again  in  partnership  with  the 
states,  localities,  public  and  private  instrumentalities. 

Mr.  Conte.  Is  there  any  assurance  that  the  states  will  be  held 
accountable  to  go  ahead  and  perform  these  social  programs? 

Mr.  Master.  Again,  I  think  looking  at  it  as  a  professional,  I 
would  think  for  the  last  10,  15,  maybe  20  years  in  some  areas, 
states  have  gotten  into  human  services  and  at  the  state  and  local 
levels  there  are  informed  residents,  constituent  organizations — 
state  legislatures  are  very  interested.  So  there  is  a  public  account- 
ability right  there  in  every  state  as  well  as  here  in  this  legislative 
body  and  in  the  Executive  Branch. 

INFLATION  RATE 

Mr.  Conte.  Now,  when  you  are  looking  at  the  overall  approach 
depending  on  the  level  for  block  grants,  what  consideration  did  you 
give  to  the  rate  of  inflation? 

Mr.  Master.  Mr.  Itteilag,  how  did  we  approach  that  on  a  depart- 
mental basis? 

Mr.  Itteilag.  Mr.  Conte,  the  fact  of  the  matter  is  that  the  overall 
funding  level  was  developed  by  the  Office  of  Management  and 
Budget  in  consultation  with  the  Secretary.  It  was  debated  very 
vigorously  within  the  Executive  Branch  and  in  the  end  it  is  fair  to 
say  that  a  higher  priority  was  placed  on  the  submitting  a  particu- 
lar amount  for  consideration  of  the  Congress  than  as  placed  on 
considering  the  impact  of  inflation  in  1982  and  in  subsequent 
years. 
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It  is  fair  to  say,  as  the  Secretary  has  testified,  and  as  I  have 
mentioned  and  everyone  who  is  acquainted  with  the  proposal  real- 
izes, that  there  is  in  fact  a  reduction  proposed  and  this  is  what  the 
President  has  proposed  and  this  is  hat  the  Congress  has  to  deal 
with  in  consultation  that  is  appropriate. 

Mr.  Conte.  I  want  to  be  honest  about  this  thing.  On  the  one 
hand,  you  say  there  is  a  25  percent  cut.  You  don't  take  into 
account  the  fact  there  is  double  digit  inflation  out  there.  That 
really  is  a  40  percent  cut.  Am  I  right  or  wrong?  If  I  am  wrong,  you 
tell  me  why  I  am  wrong. 

Mr.  Itteilag.  Well,  it  is  fair  to  say  that  in  the  real  world  the 
reduction  is  more  than  25  percent.  Again,  I  don't  mean  to  belabor 
the  obvious,  but  as  the  President  has  said,  in  part,  this  has  to  be 
considered  in  the  context  of  the  total  proposals  of  the  Administra- 
tion and  with  the  very  real  problems  we  face  in  terms  of  federal 
deficits. 

This  is  the  result  of  all  of  those  considerations.  It  is  a  hard  bullet 
to  bite,  no  one  is  denying  that,  Mr.  Conte. 

Mr.  Conte.  What  kind  of  savings  do  you  anticipate  you  will  get 
from  the  Social  Service  Block  Grant  approach  which  will  affect 
areas  like  travel,  consultation? 

Mr.  Master.  At  the  federal  level? 

Mr.  Conte.  Any  level.  If  you  are  going  to  change  this  whole 
concept  from  categorical  grants  to  block  grants,  I  hope  somebody 
down  there,  I  hope  the  Young  Slasher — I  have  been  away — I  hope 
he  has  worked  that  in  there,  looked  at  that. 

Mr.  Master.  Well,  even  before  the  block  grant  proposal  surfaced, 
we  in  HDS  and  I  am  sure  elsewhere  in  the  department,  were 
looking  at  ways  to  achieve  economies.  There  are  a  number  of 
examples  I  could  provide.  I  think  one  that  probably  is  as  good  as 
any  other  and  it  doesn't  relate  solely  to  our  programs,  it  relates  to 
a  broader  mix  of  programs,  is  transportation  services. 

Currently,  with  all  existing  categorical  legislation,  what  you  find 
typically  at  the  state  and  local  level — not  all  grants  would  go  to  the 
state,  many  would  go  to  the  local  level — you  find  a  vehicle  pur- 
chased to  serve  three  or  four  disabled  individuals  with  one  kind  of 
disability,  another  vehicles  purchased  out  of  another  set  of  pro- 
gram funds  to  serve  yet  another  handful  of  people,  and  you  have 
upwards  of  half  a  dozen,  eight  separate  programs  each  with  their 
separate  record  keeping,  reporting  requirements,  requirements  on 
the  purchase  or  lease  of  vehicles.  It  is  just  not  a  very  efficient  way 
to  go. 

We  have  been  working  on  a  coordinated  transportation  services 
activity  largely  for  Human  Services  program  participants,  the  el- 
derly, disabled,  children,  et  cetera.  But  still  there  are  so  many 
requirements  that  impede  coordinated  approaches,  coordinated  pur- 
chase of  insurance,  for  example,  at  improved,  lower  rates  and 
better  insurance. 

The  coordinated  investment  in  the  training  of  drivers,  not  only 
in  the  care,  and  use  of  the  vehicle,  but  also  care  of  the  individuals, 
frail  elderly,  or  whatever,  who  may  need  some  kind  of  special  care 
while  on  the  vehicle. 

Billing  and  accounting  systems,  et  cetera.  You  can  see  that  is 
just  one  core  support  area  where  a  state  if  it  focused  on  this, 
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without  all  the  strings,  could  make  significant  savings.  This  could 
happen  in  every  state,  every  locality.  This  is  one  area  that  I  am 
familiar  with,  where  we  have  developed  a  lot  of  technology,  largely 
in  concert  with  the  states.  This  started  five  or  six  years  ago  with  a 
three  state  consortium.  We  are  now  working  with  more  than  half 
the  states  in  the  country  and  localities. 

There  are  other  other  areas,  information  and  referral,  where  you 
could  provide  that  as  a  core  service  instead  of  having  separate 
information  referral  activities  for  every  single  categorical  program, 
consolidation  could  be  effected  there  and  savings  could  be  obtained. 

Those  are  kinds  of  areas  where  we  expect  to  have  efficiencies 
and  savings  early  on. 

Mr.  Conte.  Do  you  have  any  log  of  people  coming  down  to 
Washington?  Take  your  little  bailiwick.  People  coming  from  states 
with  their  grants  in  hand  or  to  discuss  their  grants,  do  you  have  a 
log,  a  diary  of  those  people? 

Mr.  Master.  We  have  a  log  of  all  the  grant  applications  that  are 
filed.  I  don't  believe  we  keep  a  log  on  whether  people  can  carry 
them  or  not. 

Mr.  Conte.  It  would  be  a  good  one,  wouldn't  it?  There  would  be  a 
tremendous  savings,  you  know.  I  can't  get  on  an  airplane  that  isn't 
half  filled  with  people  coming  down  to  Washington  with  a  brief 
case,  reading  over  their  grant  on  the  airplane,  over  a  cocktail.  It  is 
going  to  be  a  hell  of  a  blow  to  the  airlines. 

Mr.  Master.  Fortunately,  that  is  outside  of  my  jurisdiction. 

Mr.  Conte.  Wouldn't  it  be  a  good  idea  to  have  that  evidence? 
Can  you  get  it?  Do  you  think  you  can  round  it  up?  I  would  think 
the  Young  Slasher  would  have  thought  of  that  one. 

Mr.  Master.  I  would  suspect  that  state  budget  directors  have  a 
keen  eye  for  that  kind  of  activity.  That  will  happen  increasingly  I 
think  with  reduced  budgets  because  it  basically  is  their  money, 
money  that  is  at  the  state  or  the  local  level  that  would  support 
their  travel. 

Mr.  Conte.  I  guess  I  have  gone  over  my  time. 

Mr.  Natcher.  That  is  all  right. 

Mr.  Early. 

Mr.  Early.  No  further  questions. 
Mr.  Natcher.  Go  ahead,  Mr.  Conte. 

CATEGORICAL  FUNDING 

Mr.  Conte.  Thank  you,  Mr.  Chairman. 

One  of  the  concerns  that  the  Administration  has  expressed  about 
continuation  of  categorical  funding  is  that  each  categorical  pro- 
gram has  its  own  planning  process,  with  no  procedure  for  coordina- 
tion with  other  programs.  What  will  the  block  grant  approach  do 
to  coordinating  these  various  planning  processes? 

Mr.  Master.  Essentially  what  it  will  do — I  mentioned  before  you 
came  that  we  expect  that  legislative  proposal  to  be  up  on  Capitol 
Hill  this  week,  hopefully  later  today  or  tomorrow — but  there  are 
no  state  plan  requirements  in  there.  The  state  then,  every  state 
plans  its  activities.  The  planning  processes,  the  format,  et  cetera, 
cutting  across  all  these  different  service  areas  presumably  would 
be  picked  up  in  the  routine  state  planning  process,  but  not  pre- 
scribed by  the  Federal  Government. 
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Mr.  Conte.  Under  the  Administration  for  Children,  Youth  and 
Families,,  Head  Start  program,  you  have  a  budget  increase  for 
fiscal  year  1982  of  $13  million.  Can  you  tell  us  what  those  addition- 
al funds  will  be  used  for?  How  much  of  the  increase  is  for  infla- 
tion? How  much  will  be  directed  toward  the  program? 

Mr.  Master.  We  outlined  that  earlier. 

Mr.  Conte.  Then  forget  it.  If  it  is  in  the  record,  I  don't  want  to 
duplicate. 

Did  you  tell  them  why?  Why  you  had  not  put  Head  Start  in 
block  grant? 

Mr.  Master.  We  have  that  in  the  record  also. 

Mr.  Conte.  All  right.  I  am  very  pleased  about  it.  I  happen  to  be  a 
great  advocate  of  Head  Start,  and  Follow-through.  I  understand 
your  answer  wasn't  too  clear.  Give  me  an  answer. 

Mr.  Master.  I  don't  know  that  we  can  make  it  any  more  clear.  I 
will  tell  you  what  I  think  the  most  compelling  reason  was,  whether 
you  share  that,  I  don't  know. 

Head  Start  essentially  is  a  multi-disciplinary  program.  Social 
services  Block  Grant  is  a  social  services  activity.  There  are  other 
health  block  grants.  There  are  educational  programs  outside  the 
department.  Head  Start  is  all  of  these.  It  provides  health  services, 
nutrition  services,  dental  services,  cognitive  skills  development, 
educative  kinds  of  support  services,  obviously  social  development, 
social  support  services.  It  would  be  hard  to  field  that  into  any  one 
specific  area  and  defend  it. 

I  guess  our  assumption  is  that  were  that  done  it  would  be  doing 
violence  to  one  of  the  areas  of  emphasis.  To  me,  as  a  professional, 
that  makes  sense. 

ADMINISTRATION  ON  AGING 

Mr.  Conte.  I  see  that  happening  in  a  lot  of  other  programs  that 
they  have  proposed  for  block  grants.  Within  the  Administration  on 
Aging  you  are  proposing  consolidating  of  nutrition  and  social  serv- 
ice centers  and  programs? 

Does  your  proposed  legislation  mandate  that  states  spend  a  mini- 
mum amount  on  nutrition  programs? 

Mr.  Master.  Yes. 

Mr.  Handelsman.  For  fiscal  year  1982  only  there  is  a  hold- 
harmless  requirement  that  the  states  use  at  least  as  much  in  fiscal 
year  1982  as  they  received  in  fiscal  year  1981  for  nutrition  pro- 
grams both  from  the  Administration  on  Aging  and  from  the  cash/ 
commodity  program  administered  by  the  Department  of  Agriculture. 

Mr.  Conte.  What  other  forms  of  services  to  the  elderly  would  be 
covered  by  this  consolidation? 

Mr.  Handelsman.  All  of  the  services  that  are  currently  author- 
ized in  Title  III  could  continue  to  be  funded  under  the  consolidated 
Title  III.  None  of  those  are  changed  in  the  proposed  bill.  The  same 
array  of  services  would  be  permissible.  The  difference  is  that  the 
determination  as  to  which  services  a  state  chooses  to  fund  under 
the  Title  III  appropriations  for  would  be  left  to  its  own  state  and 
local  planning,  rather  than  being  mandated  from  the  federal  level. 
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SOCIAL  SERVICES  DISCRETIONARY  ACTIVITIES 

Mr.  Conte.  I  see  that  you  proposed  to  create  a  category  entitled 
Social  Services  Discretionary  Activities.  Do  you  feel  that  you  can 
accomplish  this  consolidation  under  our  existing  authority  or  will 
this  require  legislation? 

Mr.  Master.  We  are  talking  about  HDS  discretionary  authority 
for  social  services. 

Mr.  Conte.  Right,  social  services  discretionary  activity. 

Mr.  Master.  Yes.  Essentially,  what  that  does  is  it  follows  the 
analog  as  to  the  basic  social  services  grant  which  takes  the  roughly 
dozen  programs  and  puts  them  into  a  service  block.  There  are 
similar  or  related  discretionary  activities,  research,  demonstration, 
et  cetera,  in  most  of  those  social  service  areas. 

What  we  are  talking  about  is  creating  one  consolidating  authori- 
ty for  discretionary  activities.  This  would  be  the  Assistant  Secre- 
tary's discretional  authority  within  HDS. 

Mr.  Conte.  Do  you  expect  any  cut  there? 

Mr.  Master.  Yes,  again  there  is  roughly  a  25  percent  reduction 
from  a  level  of  effort  of  roughly  $80  million  in  fiscal  year  1981  to 
roughly  $61  million  in  1982. 

Mr.  Conte.  Would  you  outline  for  the  record  those  discretionary 
activities? 

Mr.  Master.  Surely. 

[The  information  follows:] 

TABLE  OF  BLOCK  GRANT  ACTIVITIES  OFFICE  OF  HUMAN  DEVELOPMENT  SERVICES 

[In  thousands  of  dollars] 


Activity 


1981  1982  proposed 
operating  level  budget 


Social  services  discretionary  activities: 

Child  welfare  research  and  demonstration   12,000   

Child  abuse  and  neglect— discretionary   16,050   

Runaway  youth— discretionary   1,000   

Adoption  opportunities   5,000   

Developmental  disabilities  special  projects   3,500   

University  affiliated  facilities   7,000   

Social  services  research   3,750   

Social  services  discretionary  activities   0  60,750 

Subtotal,  HHS  programs   48,300  60,750 

National  Institute  for  Handicapped  research   35,000   

Total,  social  service  discretionary  activities   83,300  60,750 


NATIONAL  CLEARINGHOUSE  ON  AGING 

Mr.  Conte.  The  National  Clearinghouse  on  Aging  has  provided 
some  valuable  services  in  behalf  of  this  nation's  elderly,  including 
the  collection,  distribution  of  aging-related  literature.  Your  budget 
requests  no  funds  for  this  item  in  fiscal  year  1982.  Why  are  you 
eliminating  this  support? 

Mr.  Handelsman.  The  principal  functions  of  the  National  Clear- 
ing House  to  collect  and  disseminate  information  on  aging,  would 
be  contained  in  Section  202(a)  of  Title  II.  It  is  not  intended  that  all 
those  functions  would  be  eliminated.  Funds  required  to  provide  for 
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the  bibliographic  retrieval  system  have  been  deleted.  We  feel  that 
this  activity  can  be  properly  accomplished  by  sources.  We  are 
looking  into  the  feasibility  of  a  possible  transfer  of  the  system  with 
several  institutions.  We,  of  course,  would  make  available  to  them 
the  data  available  to  this  point.  Generally,  the  other  functions 
included  in  the  Clearing  House  activities  would  be  carried  on  by 
AOA  staff. 

Mr.  Conte.  One  last  question,  Mr.  Chairman. 

How  are  your  plans  proceeding  on  the  White  House  Conference 
on  Aging?  Congress  has  already  appropriated  $6  million  for  the 
conference.  Are  you  confident  that  the  conference  can  operate 
within  that  budget? 

Mr.  Master.  I  believe  so. 

Mr.  Handelsman.  I  assume  that  the  budget  is  adequate.  The 
plans  for  the  conference  are  on  schedule.  The  national  conference 
will  be  held  in  November  of  1981. 

Mr.  Conte.  And  you  can  live  within  that  budget? 

Mr.  Handelsman.  I  can't  speak  for  conference  staff.  That  is  not 
part  of  our  organization. 

Mr.  Master.  My  information  is  that  yes,  we  can. 

By  the  way,  if  I  could  add  something  to  a  question  you  asked 
earlier.  I  believe  you  asked  if  we  needed  new  legislative  authority 
for  the  Social  Services  Discretionary  Activity? 

Mr.  Conte.  Right. 

Mr.  Master.  We  have  authority  under  the  Social  Security  Act  in 
Section  1110.  But  in  the  proposal  we  will  be  submitting,  there  is  a 
section  that  will  ask  for  additional  authority  in  section  11.  I  sus- 
pect you  will  be  seeing  that  very  soon. 

Mr.  Conte.  I  hope  you  get  it  up  here  pretty  soon,  because  we  are 
getting  to  the  end  of  April,  into  May  now. 

Mr.  Master.  I  am  confident  it  will  be  up  here  this  week,  hopeful- 
ly today  or  tomorrow. 

Mr.  Conte.  Thank  you,  Mr.  Chairman. 

Mr.  Natcher.  Mr.  Early. 

Mr.  Early.  No  questions. 

Mr.  Natcher.  Mr.  Porter. 

Mr.  Porter.  Thank  you,  Mr.  Chairman. 

I  have  a  question  that  probably  is  one  for  Dave  Stockman  but 
since  I  am  number  55  out  of  55  on  the  Appropriations  Committee,  I 
didn't  get  a  chance  to  ask  it  of  him.  I  am  not  going  to  let  you  off 
the  hook  so  easily. 

You  spent  a  good  deal  of  the  statement  examining  the  reason  for 
block  grants.  It  seems  to  me  that  the  entire  concept  of  block  grants 
runs  up  against  a  principle  that  the  Administration  generally  has 
stood  for  prior  to  the  election,  and,  I  think,  since;  and  that  is  that 
government  closest  to  the  people  should  be  the  one  to  raise  the 
money.  Many  of  the  people  in  the  Administration  have  always 
been  opposed  to  revenue  sharing  of  any  sort. 

What  is  the  long  term  prognosis  for  block  granting?  Are  we 
going  to  continue  to  raise  the  money  at  the  federal  level,  turn  it 
over  to  the  states,  and  have  them  administer  it?  Is  that  a  new 
principle  of  this  Administration?  Have  they  dropped  the  old  philos- 
ophy? 

Mr.  Master.  Since  I  am  not  David  Stockman,  unfortunately  
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Mr.  Porter.  I  am  not  going  to  let  you  off  the  hook. 

Mr.  Master.  Well,  I  will  jump  on  the  hook  but  you  have  to 
understand  that  you  are  going  to  get  a  small  fish  and  not  a  big 
fish,  since  I  am  not  the  OMB  director.  You  are  going  to  get  a  small 
fish  instead  of  the  large  fish  you  were  after. 

I  don't  know  what  the  long  term  vision  is.  I  don't  know  at  the 
department  level  if  there  is  a  view  on  that. 

Tony,  have  we  had  discussions  with  OMB  along  those  lines? 

Mr.  Itteilag.  No,  we  haven't. 

BLOCK  GRANTS 

Mr.  Porter,  I  think  that  the  Administration  has  proposed  the 
block  grants  to  be  continued  into  the  future  for  a  number  of  years. 
I  think  the  answer  to  your  question  is  that  the  principle  that  you 
enunciated  is  at  least  in  these  cases  superseded  by  another  princi- 
ple which  is  held  by  several  if  not  most  members  of  the  policymak- 
ing officials  of  the  Administration,  which  is  essentially,  that  the 
states  are  in  a  better  position,  they  are  closer  to  the  focus  and 
operation  of  these  programs,  to  administer  them  and  therefore,  it  is 
preferable  for  that  reason,  that  the  states  administer  these  pro- 
grams even  if  the  money  is  raised  at  the  federal  level. 

Mr.  Porter.  Let  me  follow  up  then  and  ask  to  what  degree  will 
the  substantive  legislation  that  sets  up  block  grants  follow  the 
money?  There  are  block  grants  and  there  are  block  grants.  What 
federal  standards  are  going  to  be  applied  to  follow  the  money  into 
state  hands  or  into  local  hands  in  some  instances?  How  much 
participation  is  the  Administration  going  to  propose? 

Mr.  Master.  In  the  Social  Services  Block  Grant  proposal,  which 
will  be  up  shortly,  as  I  have  indicated  earlier  to  a  number  of 
Congressmen,  we  have  about  three  or  four  different  facets  that 
would  obtain  stewardship  and  accountability.  The  most  obvious  is 
that  a  state  chief  executive  officer,  governor,  whomever  he  or  she 
would  appoint  to  oversee  this  activity  would  have  to  indicate  to  the 
state's  residents  at  the  outset,  what  its  intentions  are,  how  it 
intends  to  use  the  money. 

Likewise,  to  the  state  legislature,  constituent  organizations,  et 
cetera.  So  there  is  a  position  of  public  accountability  within  each 
state  right  at  the  outset  and  there  is  reporting  back  to  them  at  the 
outset  and  there  is  reporting  back  to  them  at  the  year's  end. 
Likewise,  at  the  federal  level,  we  will  continue  our  own  steward- 
ship activities  of  auditing,  evaluating  programs,  the  reporting.  So 
there  will  be  a  continued  federal  stewardship  for  those  funds. 

Another  facet  of  the  legislation  is  that  the  funds  would  have  to 
be  used  for  these  specific  purposes  and  specific  services.  There  is 
latitude  among  four  block  grants  within  the  department  for  any 
state  to  move  up  to  ten  percent  for  one  block  to  another,  depending 
on  its  priorities. 

Mr.  Porter.  The  question  then,  of  course,  is  how  specific?  Is  day 
care  a  generic  term  that  allows  the  states  to  fashion  anything 
within  that? 

Mr.  Master.  This  is  one  of  the  areas  that  was  mentioned  earlier. 
As  you  get  down  to  those  kinds  of  questions,  there  may  not  be 
unanimity  of  perspective.  There  may  be  questions  of  policy  inter- 
pretation. We  are  meeting  now  with  public  interest  congresses, 
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national  associations,  state  organizations,  et  cetera,  to  tease  out 
those  kinds  of  questions  that  will  have  to  be  addressed  during 
implementation. 

Mr.  Porter.  And  what  if  a  state  decides  to  use  the  money  in  a 
way  that  the  federal  Administration  decides  is  not  really  a  proper 
use  of  the  money?  What  sanctions  are  provided?  A  cutoff  of  funds, 
is  that  it? 

Mr.  Master.  The  legislation  does  provide  a  sanction  for  misuse  of 
funds.  Should  a  State  spend  block  grant  funds  for  purposes  other 
than  provided  for  in  the  act  then  HHS  may  withhold  funds  from 
any  subsequent  payment  to  the  state  under  this  Act. 

Questions  have  arisen  over  the  years,  there  has  been  a  debate, 
public  interpretation  queries  have  been  submitted,  we  issue  inter- 
pretations. So  I  suspect  that  even  in  a  broadly  conceived  social 
services  block  grant  context,  there  will  be  questions  and  federal 
officials  will  have  to  engage  them. 

NATIVE  AMERICANS 

Mr.  Porter.  I  have  a  less  direct  question.  Today,  the  human 
services  that  are  provided  to  Indians  on  a  reservation  are  provided, 
as  I  understand  it,  through  the  Bureau  of  Indian  Affairs,  or  the 
Indian  Health  Service  in  the  case  of  medical  and  hospitalization 
services.  Is  that  correct? 

Mr.  Master.  There  are  other  programs  as  well  but  those  two  are 
the  principal  ones. 

Mr.  Porter.  Those  are  two  of  the  principal  recipients  of  the 
funds.  Under  the  block  grant  approach,  the  money,  as  I  understand 
it,  now  would  go  only  to  the  states,  is  that  correct? 

Mr.  Master.  That  is  correct.  The  $3.8  billion  social  services  block 
grant  would  be  given  to  states  and  territories. 

Mr.  Porter.  So  if  you  have  the  Navajo  Nation,  whose  reservation 
exists  in  three  states,  Utah,  New  Mexico  and  Arizona,  they  will 
have  to  deal  with  each  of  those  separate  states  who  may  construct 
their  programs  entirely  differently  from  each  other?  So  that  some 
part  of  the  reservation  would  be  receiving  one  service  and  another 
one  not  that  service  at  all,  but  a  different  service,  is  that  correct? 

Mr.  Master.  In  addition  to  BIA  and  Indian  Health  Service  activi- 
ties, we  do  have  special  targeted  efforts  even  within  our  Office  of 
Human  Development  Services  such  as:  the  Administration  for 
Native  Americans,  and  the  Indian  Head  Start  program. 

Mr.  Porter.  Those  are  targeted.  I  am  talking  about  general 
services. 

Mr.  Master.  Essentially,  the  way  we  deal  with  those  issues  are 
largely  through  federal,  state,  and  tribal  government  interaction. 

Mr.  Porter.  But,  as  I  understand  it,  once  these  things  are 
blocked,  the  tribal  government  is  not  part  of  this  process. 

Mr.  Master.  No  more  than  it  is  now,  right. 

Mr.  Porter.  In  those  programs.  That  is  correct,  Except  that  they 
are  administered  by  one  government.  When  you  have  Indians  on 
one  reservation  and  three  state  governments  with  ideas  as  to  what 
should  be  provided  to  people  in  their  states,  isn't  there  some  anom- 
aly here  that  makes  the  administration  of  the  program  as  to  the 
Indian  Nation  a  really  great  problem?  Shouldn't  someone  look  into 
that? 
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Mr.  Master.  In  fact  we  are  looking  into  that.  One  of  the  things 
we  are  proposing  is  a  two-year  extension  of  the  Native  American 
Title  VIII  of  the  Economic  Opportunity  Act,  which  expires  this 
year.  We  are  proposing  a  two-year  extension  precisely  because  the 
Secretary  wanted  us  to  analyze,  staff  within  the  department  to 
analyze  approaches,  avenues  we  could  pursue  to  improve  the  co- 
ordination for  just  the  same  kinds  of  seeming  anomalies  that  you 
pointed  to. 

Mr.  Porter.  While  this  concept  probably  only  affects  450,000 
Indian  Americans,  there  is  a  basic  flaw  here  in  directing  our  efforts 
toward  them.  And  they  are  the  recipients  of  a  large  amount  of  aid 
from  agencies  of  the  government.  I  think  someone  ought  to  really 
look  into  that  and  see  if  they  can't  set  it  up  in  a  way  that  would 
make  it  be  administered  logically  and  rationally. 

Thank  you,  Mr.  Chairman. 

NATIVE  AMERICANS  PROGRAMS 

Mr.  Natcher.  What  is  the  status  of  your  proposed  legislation  for 
the  Native  Americans  program? 

Mr.  Master.  I  am  happy  to  report  that  that  was  submitted  to 
Capitol  Hill  yesterday. 

Mr.  Natcher.  Are  you  proposing  major  changes,  Mr.  Master  in 
the  reauthoriation  of  this  program? 

Mr.  Master.  Let  me  give  you  a  general  answer.  I  think  there  are 
two  areas  here  that  are  noteworthy.  One,  as  I  mentioned  earlier, 
there  is  a  request  for  a  reduced  budget,  $28  million  compared  to 
$33.8  in  the  current  year. 

We  are  asking  for  a  free  standing  statute,  taking  it  out  of  the 
Economic  Opportunity  Act. 

Third,  we  are  asking  for  a  two-year  extension.  Normally  we 
would  ask  for  a  three  year  authorization.  Because  of  the  kinds  of 
situations  that  Mr.  Porter  spoke  to,  the  Secretary  wants  us  to 
analyze  the  prospects  for  improving  coordination  among  the  de- 
partment's Native  American  programs. 

We  are  asking  for  two  years.  We  think  that  will  give  us  the  time 
to  examine  that.  And  if  anything  in  the  way  of  legislation  is 
required,  to  improve  coordination,  we  will  be  in  a  timely  position. 

Perhaps  Commissioner  Lester  could  elaborate  on  that. 

Mr.  Lester.  I  think  you  have  given  the  rationale. 

Mr.  Natcher.  Let  me  ask  you  this  one,  Mr.  Commissioner.  Just 
briefly,  what  is  the  basic  purpose  of  this  program? 

Mr.  Lester.  The  basic  purpose? 

Mr.  Natcher.  As  far  as  the  Native  Americans  program? 

Mr.  Lester.  The  basic  purpose  is  to  promote  the  economic  and 
social  self-sufficiency  for  Native  Americans. 

The  legislation  doesn't  prescribe  a  given  set  of  services  that  will 
reach  that  end.  But  it  does  allow  us  certain  authorities  to  provide 
direct  financial  grants  to  Indian  tribes  and  other  Native  American 
organizations  to  provide  training  and  technical  assistance  support 
to  their  efforts  at  the  community  level  and  to  continue  research, 
engage  in  demonstration  activities,  and  conduct  evaluations. 

Mr.  Natcher.  Give  us  an  example  or  two  of  specific  results. 

Mr.  Lester.  All  right.  Under  the  Social  Economic  Development 
program  that  we  have  for  the  Berthold  Reservation  in  North 
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Dakota,  which  is  comprised  of  three  Tribes,  the  Mandan,  Hidasta, 
and  Arikaras.  Their  tribal  government  recently  reviewed  all  serv- 
ices provided  to  tribal  members  by  tribal  government  agencies  as 
well  as  the  Bureau  of  Indian  Affairs,  the  Indian  Health  Service 
and  public  schools  on  the  reservation. 

They  established  program  priorities  in  terms  of  the  impact  they 
wanted  out  of  those  programs.  They  reorganized  the  administration 
and  management  of  those  programs  to  improve  program  effective- 
ness and  efficiency.  As  a  result,  they  were  able  to  redirect  about 
$100,000  from  administrative  costs  into  improved  services  at  the 
local  level.  In  addition,  the  tribes  were  able  to  use  these  savings  to 
embark  on  some  new  areas  of  involvement  where  in  the  past,  they 
had  relied  solely  on  State  and  Federal  agencies  to  provide  protec- 
tion such  as:  water  and  air  quality  and  the  management  of  their 
natural  resources. 

HISTORY  OF  NATIVE  AMERICAN  PROGRAMS 

Mr.  Natcher.  You  are  proposing  a  decrease  in  this  program  of 
$2.7  million  in  financial  assistance  grants.  In  the  justifications  on 
page  109  you  indicate  that  this  reduction  reflects  the  limitation  of 
projects  which  are  of  a  non-developmental  nature.  What  do  you 
have  in  mind,  Mr.  Commissioner? 

Mr.  Lester.  To  answer  your  question,  the  historical  development 
of  the  agency  began  in  1964,  as  the  OEO  Indian  Division — in  1973, 
it  was  transferred  to  the  Department  of  Health  and  Human  Serv- 
ices. In  the  1974,  Native  American  Programs  Act  was  enacted  as 
Title  VIII  of  the  Economic  Opportunity  Act. 

In  the  early  days  of  the  agency,  it  essentially  funded  Community 
Action  Programs  on  Indian  reservations.  In  the  early  seventies 
that  approach  was  changed  because  it  became  obvious,  that  there 
was  no  need  for  a  separate  superstructure  of  a  CAP  agency  to 
represent  the  interests  of  the  poor  on  the  reservation.  The  tribal 
councils  themselves  are  elected  to  represent  a  constituency,  most  of 
whom  live  below  the  poverty  line.  So,  we  began  to  fund  tribal 
governments  directly  rather  than  community  action  programs  on 
the  reservations. 

As  you  know,  a  basic  thrust  of  community  action  is  core  adminis- 
tration, providing  a  foundation  by  which  other  sources  can  be 
mobilized.  On  the  reservation  in  the  early  years  of  this  effort  a 
substantial  amount  of  resources  mobilized  to  provide  essential 
human  services. 

However,  the  opportunities,  as  well  as  some  of  the  problems 
faced  by  Indian  tribes  have  changed  in  recent  years.  Tribal  govern- 
ments are  much  stronger  administratively  than  they  used  to  be. 
Their  resources  have  become  far  more  valuable  in  light  of  short- 
ages worldwide,  not  only  their  energy  resources  but  timber  re- 
sources and  water  resources  which  continually  are  in  short  supply 
in  the  Western  part  of  the  United  States. 

So  in  order  to  make  the  most  of  this  current  opportunity  for 
achieving  self-sufficiency,  we  moved  to  assisting  tribal  governments 
in  looking  to  the  future — especially  how  to  develop  those  resources 
which  would  be  most  beneficial  to  the  long  term  economic  and 
social  wellbeing  of  tribal  members.  Now,  in  the  process  of  moving 
in  this  direction,  we  have  decided  that  we  would  begin  phasing  out 
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projects  which  provide  core  administrative  support  in  favor  of  proj- 
ects with  a  broader  social  and  economic  development  approach. 
Our  budget  request  reflects  that  decision. 

Mr.  Natcher.  Why  wasn't  this  program  included  in  the  block 
grant  program? 

Mr.  Lester.  As  the  Secretary  has  said  on  a  couple  of  occasions, 
there  is  a  speical  relationship  between  Indian  tribes  and  the  Feder- 
al Government.  For  that  reason,  it  is  my  understanding  that  pro- 
grams within  the  department  that  fund  Indian  tribes  will  not  be 
folded  into  the  block  grant  program  that  goes  to  the  states. 

HDS  REDUCTION-IN-FORCE 

Mr.  Natcher.  Under  your  program  direction  you  are  proposing  a 
reduction  of  205  positions  as  a  result  of  block  grants.  How  did  you 
arrive  at  that  figure,  205?  Why  not  295? 

Mr.  Master.  We  did  go  through,  I  think,  a  rigorous  analysis.  Joe 
Mottola  did  that  analysis  for  us. 

Mr.  Natcher.  Briefly  tell  us  why. 

Mr.  Mottola.  We  estimated  the  number  of  people  that  were 
working  on  the  programs  within  Human  Development  Services 
that  would  be  folded  into  the  block  grant  over  an  18  month  period. 
The  total  estimate  was  310  positions,  both  in  headquarters  and 
field  activities  for  Human  Development  Services.  The  figure  that 
we  arrived  at  for  1982  was  205  of  those  to  be  reduced  on  the 
assumption  that  it  is  going  to  take  us  a  period  of  time  to  phase  out 
existing  activities  and  on  the  assumption  also  that  it  is  going  to 
take  us  some  small  complement  of  people  to  operate  a  block  grant 
program. 

So  over  the  long  haul  the  number  is  310  positions,  as  an  estimate 
in  1982  the  number  is  205. 

Mr.  Natcher.  In  the  justifications  you  mentioned  a  reduction  in 
force  process.  How  many  people  do  you  expect  to  put  through  this 
process? 

Mr.  Mottola.  Our  estimate,  Mr.  Chairman,  is  that  it  could  be  up 
to  200  at  the  beginning  of  fiscal  year  1982.  Our  hope  is  that  we  can 
use  attrition  to  pare  that  number  down. 

Mr.  Natcher.  You  are  proposing  an  increase  of  $1.4  million  for 
what  you  identify  as  the  amount  associated  with  an  increase  in 
full-time  equivalence. 

Mr.  Mottola.  Yes. 

Mr.  Natcher.  Briefly,  what  do  you  mean  here? 

Mr.  Mottola.  We  mean  that  it  is  actually  costing  more  money  in 
fiscal  year  1981  to  pay  the  people  that  we  have  on-board  than  was 
provided  in  previous  budgets.  But  this  is  in  essence  a  technical 
adjustment  to  recognize  the  fact  that  appropriations  in  the  past 
have  not  provided  sufficient  funds  to  pay  the  numbers  of  people  we 
now  have  employed. 

Mr.  Natcher.  When  you  get  the  transcript  back,  if  you  will  go  a 
little  bit  more  into  detail  with  us  and  explain  why  this  happened. 

[The  information  follows:] 

Office  of  Human  Development  Services  Authorized  Positions 

The  number  of  Office  of  Human  Development  Services  authorized  full-time  per- 
manent positions  is  1,507. 
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In  the  past,  the  Office  of  Human  Development  Services'  employment  levels  were 
significantly  less  than  the  authorized  level.  As  a  result,  the  funds  requested  for 
personnel  compensation  were  reduced  so  that  the  amount  requested  would  fund  the 
on-board  strength  rather  than  the  authorized  number  of  positions.  However,  in 
fiscal  year  1980  and  1981,  the  on-board  strength  of  the  Office  of  Human  Develop- 
ment Services  has  been  consistently  at  the  authorized  level.  This  technical  adjust- 
ment would  provide  the  funds  needed  to  pay  these  1,507  full-time  permanent  em- 
ployees. 

WORK  INCENTIVE  PROGRAM 

Mr.  Natcher.  Let's  take  up  work  incentives.  Why  shouldn't  this 
program  be  transferred  to  the  Labor  Department? 

Mr.  Master.  Well,  I  will  give  you  again  a  general  answer  from 
my  personal  perspective  and  I  am  sure  that  Nancy  Snyder  can 
elaborate  on  it. 

Basically,  just  as  I  mentioned  with  the  Head  Start  program,  it  is 
a  multi-faceted  multi-disciplinary  program.  There  are  at  least  two 
major  components  in  the  Work  Incentive  Program.  There  is  a  work 
orientation  by  the  Department  of  Labor  which  is  directly  responsi- 
ble for  their  counterparts  at  the  state  levels.  Also,  there  is  a  social 
services  support  component  that  engages  the  state  welfare  agency. 
That  presumably  is  why  I  believe  the  Congress  came  up  with  that 
good  idea  early  on  that  you  needed  a  partnership  between  the  then 
HEW  and  the  Department  of  Labor. 

Nancy? 

Mrs.  Snyder.  Yes.  Mr.  Chairman,  I  would  support  everything 
Mr.  Master  said. 

In  addition,  just  let  me  point  out  the  characteristics  of  this 
particular  population  we  are  serving.  It  is  the  welfare  population 
receiving  or  applying  for  aid  to  families  with  dependent  children. 
These  persons  need  the  child  care,  for  example.  I  am  not  sure  that 
the  Labor  Department,  if  it  just  went  out  and  tried  to  acquire  these 
services,  would  be  able  to  do  it  as  effectively  as  we  are  in  this 
partnership  arrangement. 

WIN  PROGRAM  CHANGES 

Mr.  Natcher.  Are  you  planning  any  basic  changes  in  this  pro- 
gram? 

Mrs.  Snyder.  Well,  Congress,  in  its  wisdom,  did  pass  amend- 
ments in  1980  that  tightened  and  strengthened  considerably  the 
program  by  getting  I  would  say  a  much  tighter  hold  on  the  pro- 
gram by  deleting  for  example,  a  60-day  counseling  period  for  people 
who  are  about  to  lose  their  benefits. 

Additionally,  the  1980  amendments  and  ensuing  regulations 
permit  services  for  applicants,  before  they  actually  get  into  and 
attached  to  the  welfare  system.  We  are  going  to  run  them  across 
the  job  market,  across  job  banks.  We  think  this  will  certainly  help 
the  net  welfare  savings. 

WIN  FUNDING  REQUEST 

Mr.  Natcher.  You  are  requesting  $350,760,000  for  1982.  Is  that 
amount  sufficient  to  maintain  the  same  number  of  participants 
that  you  are  supporting  in  1981? 
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Mrs.  Snyder.  No  sir,  our  total  request  of  $364,803,000,  of  which 
$350,760,000  is  for  grants  to  states.  There  is  the  inflationary  factor 
certainly.  In  addition,  as  I  stated  a  moment  ago,  we  will  also  be 
receiving  applicants,  as  well  as  AFDC  recipients,  which  we  see  as 
an  important  new  provision  in  the  amendments  and  ensuing  regu- 
lations. We  are  just  going  to  have  to  absorb  the  inflationary  effects 
and  continue  to  do  a  better  job. 

We  will  probably  have  to  reduce  the  number  of  persons  served  by 
the  program. 

Mr.  Natcher.  How  much  of  the  total  request  for  1982  is  for  child 
care  and  supportive  services? 

Mrs.  Snyder.  Of  the  total  request  for  1982,  $117,400,000  is  for 
child  care  and  supportive  services.  The  process  for  determining  the 
actual  amount  to  go  to  the  states  is  through  a  bottom-up  process  of 
planning.  These  plans  have  not  come  in  for  1982  but  based  on 
experience  we  think  it  will  be  about  that  same  ratio  as  in  fiscal 
year  1981. 

WIN  STATE  STAFF  SUPPORT 

Mr.  Natcher.  How  many  state  agency  people  are  involved  in 
this  program?  Can  you  give  us  some  idea? 

Mrs.  Snyder.  You  are  speaking  of  both  the  employment  service 
and  the  separate  administrative  unit? 

Mr.  Natcher.  Yes. 

Mrs.  Snyder.  We  have  13,000  state  agency  people  in  300  projects 
in  about  1,400  locations. 

WIN  ALLOCATION  FORMULA 

Mr.  Natcher.  Are  you  aware  of  any  problems  with  the  state 
allocation  formula  for  the  Work  Incentives  program? 

Mrs.  Snyder.  We  are  looking  at  it.  I  think  every  allocation 
formula  has  some  problems.  We  are  running  simulations  now  on 
some  revisions  we  are  looking  at  through  a  contractor.  We  think 
we  may  be  able  to  come  up  with  some  refinement  of  the  present 
allocation  formula.  We  had  hoped  to  have  those  simulations  earlier 
but  it  is  a  difficult  thing  to  do  and  we  are  looking  at  some  kind  of 
weight  change  in  terms  of  hold-harmless,  for  example,  and  hope  to 
have  that  by  late  spring,  early  summer. 

Mr.  Natcher.  Mr.  Early. 

Mr.  Early.  Mr.  Master,  several  of  the  responses  to  questions  this 
morning  have  been  about  the  efficiencies  we  are  going  to  achieve 
through  the  state  management  of  these  programs.  What  has 
changed?  Many  of  the  government  reports  I've  read — including 
reports  by  our  own  investigative  staff — were  critical  of  states  in 
terms  of  accounting,  auditing,  and  reporting  of  categorical  grants. 
What  is  leading  you  to  say  that  savings  are  going  to  come  about 
because  of  the  block  grant? 

Mr.  Master.  Well,  again,  I  am  speculating,  trying  to  give  you  a 
full  and  candid  answer.  The  states  will  have  the  bulk  of  the  respon- 
sibility. They  will  be  accountable  to  their  residents.  That  process 
itself  is  going  to  

Mr.  Early.  But  they  had  that.  They  had  the  threat  that  if  they 
did  not  follow  our  guidelines  they  would  lose  their  federal  grant. 
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Yet,  some  of  our  reports  come  back  citing  all  the  problems  of 
managerial  techniques. 

Mr.  Master.  I  don't  know  which  reports  you  are  reading.  On 
balance,  I  read  report,  the  government  reports,  our  own  internal 
audit  reports  and  those  of  the  Inspector  General's  Office.  We  do  a 
number  of  service  delivery  assessments,  and  have  done  it  for  the 
last  three  or  four  years  now.  There  again,  when  people  go  out 
looking  for  some  kind  of  problem  that  should  be  addressed,  the 
overall  flavor  that  the  report  will  have  might  be  negative.  It  will 
point  to  that  need  to  be  addressed. 

On  balance,  the  reports  that  I  read,  reading  between  the  lines  as 
well  as  the  print,  is  that  these  programs  are  managed  quite  effec- 
tively and  efficiently.  There  are  areas  for  improvement.  So  I  am 
optimistic.  I  think  that  the  states  have  expressed  interest  in  im- 
proving management  practices,  they  asked  us  specifically  in  a  rent 
service  delivery  assessment  on  Title  XX  

Mr.  Early.  Would  you  agree  it  is  only  going  to  be  a  savings,  we 
are  going  to  achieve  the  efficiencies  you  are  speaking  about,  if  they 
can  supply  at  least  the  same  amount  of  services  at  less  money? 
There  is  no  real  saving  if  they  supply  less  service  to  the  people 
covered  under  Title  XX. 

Mr.  Master.  If  you  have  a  reduced  budget,  if  you  can  get  more 
service  to  people  who  need  it,  do  that  with  the  reduced  budget,  that 
would  be  improved  productivity. 

Mr.  Early.  Sure.  But  just  the  bottom  line  being  less  doesn't 
mean  there  are  savings,  does  it? 

Mr.  Master.  No,  that  is  correct. 

Mr.  Early.  Thank  you,  Mr.  Chairman. 

Mr.  Natcher.  Mr.  Master,  we  want  to  thank  you  and  your 
associates  for  appearing  before  our  committee  in  behalf  of  your 
budget  request  for  the  fiscal  year  1982. 

Mr.  Master.  Thank  you,  Mr.  Chairman. 

Mr.  Natcher.  The  committee  will  now  adjourn  until  2  o'clock. 
[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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ADMINISTRATION  ON  AGING 

Mr.  Natcher.    You  indicate  that  the  budget  request  of 
$744,555,000  for  programs  for  the  aging  is  based  on  proposed  legisla- 
tion.   Do  you  have  alternative  budget  recommendations  in  the  event 
your  proposed  consolidation  of  aging  programs  is  not  enacted? 

Mr.  Master.     In  the  event  that  the  proposed  consolidation  of  ag- 
ing programs  is  not  enacted,  the  total  funds  requested  for  these  pro- 
grams would  not  change.    The  FY  82  request  is  based  on  last  years 
funding  except  for  the  amounts  for  the  cash/commodity  program.  A 
transfer  of  $95,480,000  from  the  amounts  requested  for  the  Administra- 
tion on  Aging  to  the  Department  of  Agriculture  would  be  required. 
This  transfer  would  provide  funds  for  the  Department  of  Agriculture 
to  continue  administering  the  cash  and  commodity  program  as  required 
by  section  311  of  the  Older  Americans  Act,  as  amended  in  1978.  Le- 
gislation proposed  by  the  Administration  would  consolidate  the  cash 
and  commodity  program  with  other  Title  III  programs.     Therefore  the 
$95,480,000  had  been  included  in  the  request  for  the  Administration 
on  Aging. 

COMMODITIES  PROGRAM 

Mr.  Natcher.    Your  budget  figures  include  the  Department  of 
Agriculture  commodities  support  program.    Do  you  need  legislation  to 
make  this  transfer? 

Mr.  Master.    Yes,  Section  311  of  the  Older  Americans  Act,  as 
most  recently  amended  in  1978,  gives  the  authority  for  the  administra- 
tion of  this  program  to  the  Secretary  of  Agriculture.    As  currently 
authorized,  the  States  receive  cash  and/or  commodity  entitlements  for 
each  meal  served.    The  per  meal  entitlement  is  adjusted  each  year  to 
reflect  changes  in  the  Consumer  Price  Index. 

Legislation  proposed  by  the  Administration  would  transfer  the 
funds  for  this  program  from  the  Department  of  Agriculture  to  the  Ad- 
ministration on  Aging.    The  program  as  it  now  exists  would  be  re- 
pealed.   Under  proposed  legislation,  States  would  be  allotted  funds 
for  all  Title  III  Programs  by  the  Administration  on  Aging  without 
regard  to  the  number  of  meals  served,  without  yearly  adjustments  in 
the  CPI,  and  based  solely  on  the  formula  in  the  Older  Americans  Act. 
For  1982  only,  States  would  be  assured  of  an  allotment  of  funds 
equal  to  the  reimbursements  received  from  the  Secretary  of  Agricul- 
ture in  FY  1981.    Authority  would  be  continued  for  States  to  have  the 
Secretary  of  Agriculture  purchase  commodities  on  their  behalf  for 
use  in  providing  nutrition  services. 

Since  not  only  the  funding  source,  but  the  manner  in  which  the 
program  would  be  administered  varies  from  current  legislation,  legis- 
lative action  is  required  to  make  this  transfer. 
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Mr.  Natcher:     Why  is  this  transfer  being  proposed? 

Mr.  Master:     The  intent  of  choosing  this  option  is  to 
place  a  cap  on  the  open-ended  funding  currently  available  to  States 
from  the  United  States  Department  of  Agriculture.     Under  current 
authority,  the  State  may  receive  reimbursement  for  any  number  of 
meals  provided  under  the  authority  of  the  Title  III-C  Program.  This 
permits  States  to  multiply  State  or  other  Federally  supported  meals, 
including  meals  supported  from  the  USDA  reimbursement  by  adding  the 
number  of  meals  provided  with  such  additional  funds  to  the  total 
number  of  meals  reported  for  reimbursement  purposes  to  USDA.  Plac- 
ing a  cap  on  open-ended  funding  is  consistent  with  the  Administra- 
tion's thrust  toward  controlling  the  level  of  Federal  expenditures 
and  exercising  budgetary  constraints.     In  addition,  consolidation 
of  these  programswill  eliminate  multiple  sources  of  funding  and 
will  give  States  flexibility  in  determining  priorities  within  their 
State. 

Mr.  Natcher:     Have  you  conducted  a  feasibility  study  on 
combining  the  surplus  commodities  and  nutrition  programs? 

Mr.  Master:     We  have  not  conducted  a  feasibility  study 
per  se,  but  have  taken  into  consideration  various  factors  in 
developing  the  current  legislative  and  budget  proposals.  These 
factors  include  both  policies  established  by  the  current  admini- 
stration (i.e.,  consolidation  of  programs  to  allow  States  the 
necessary  flexibility  in  serving  the  varying  needs  of  their  indivi- 
ual  elderly  persons)  and  knowledge  of  issues  in  the  program  as  it 
operates  currently. 

Under  the  proposals  in  the  FY  1982  Budget,  $95.5  million 
previously  budgeted  for  the  United  States  Department  of  Agriculture 
reimbursement  program  for  FY  1982  would  be  allotted  to  the  States 
through  the  regular  formula  grant  award  process  currently  used  to 
distribute  Title  III  funds.     In  this  instance,  however,  steps 
would  be  taken  to  assure  that  for  FY  1982  only,  each  State  will 
receive  from  this  $95.5  million  no  less  than  it  received  in  cash 
and/or  the  value  of  commodities  in  FY  1981  from  USDA.     If  there 
are  additional  funds  remaining  after  this  initial  "hold  harmless" 
distribution,   they  would  be  distributed  in  accord  with  the  provision 
of  the  statutory  formula  along  with  the  balance  of  Title  III  funds 
appropriated  for  FY  1982. 

Each  State  may  use  the  funds  it  receives  under  this 
"hold  harmless"  distribution  in  accord  with  its  own  needs.  States 
would  be  permitted  to  elect  to  receive  commodities  in  lieu  of  cash 
for  nutrition  services  under  Title  III.     The  Commissioner  would 
withhold  funds  from  the  States'  allotments  to  reimburse  the 
Secretary  of  Agriculture  for  commodities  purchased  on  behalf  of  the 
State  program. 

By  putting  these  funds  into  the  regular  Title  III 
formula  grant  allotment,  USDA  funding  provided  through  the  current 
reimbursement  method  will  be  terminated,  and  States  will  no  longer 
be  able  to  increase  that  funding  as  result  of  increased  provision 
of  meals.     In  other  words,  States  will  receive  only  the  amount 
appropriated  under  Title  III,  and  will  not  be  entitled  to  additional 
funding  based  on  the  number  of  meals  served . 
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STATE  AND  AREA  AGENCY  RESPONSIBILITIES 

Mr.  Natcher.    Are  you  proposing  any  changes  in  the  responbili- 
ties  of  State  and  area  agencies  on  aging  for  1982? 

Mr.  Master.      Several  items  in  the  proposed  legislation  impact 
on  the  responsibilities  of  State  and  area  agencies.    The  proposal 
includes  the  following  changes: 

State  and  area  agencies  are  to  perform  advocacy  roles 
for  the  elderly  in  the  community  only  to  the  extent 
feasible. 

A  state  agency  which  has  been  performing  the  functions 
of  an  area  agency  for  the  entire  State  would  be  permit- 
ted to  designate  an  area  agency  or  agencies  for  some 
area  or  areas  within  the  State,  while  continuing  to  func 
tion  as  the  area  agency  for  the  remainder  of  the  State. 
Where  a  State  elected  to  do  so,  each  designated  area 
agency  could  use  no  more  than  8.5  percent  of  the  Federal 
share  of  its  award  from  the  State  for  area  plan  adminis- 
tration. 

The  requirement  that  the  State  State  agency  provide  an 
opportunity  for  a  hearing  to  units  of  local  government 
applying  for  designation  as  the  area  agency  would  be 
deleted.  This  provision,  combined  with  the  provisions 
of  section  305(b)(4)  of  the  Act,  provides  an  administra- 
tively wasteful  and  duplicative  hearing  opportunity  in 
these  cases. 

In  order  to  afford  States  greater  flexibility  in  the  con 
duct  of  the  ombudsman  program,  the  proposal  would  amend 
the  State  plan  requirements  to  leave  to  the  States'  dis- 
cretion decisions  as  to  the  scope  and  conduct  of  the  pro 
gram  although  it  would  be  included  to  be  a  mandated  ac- 
tivity. 

Mr.  Natcher.  Are  States  required  to  have  a  single  State  agency 
to  administer  programs  for  the  aging? 

Mr.  Master.     Section  305(a)  of  the  Older  Americans  Act  requires 
that,  in  order  for  a  State  to  be  eligible  to  receive  grants  under 
this  Title,  the  State  must  designate  a  State  agency  as  the  sole  State 
agency  to  administer  the  State  plan.    The  regulations  which  were  pub- 
lished following  the  1978  amendments  to  the  Act  (1321.13)  allow  for 
this  agency  to  be  either  an  agency  whose  single  purpose  is  to  adminis 
ter  programs  for  older  persons,  or  a  multipurpose  agency  that  adminis 
ters  human  services  in  the  State. 

If  the  later  option  is  selected  by  a  State,  the  multipurpose 
agency  must  delegate  all  authority  and  responsibility  for  the  prorams 
for  the  aging  to  a  single  organizational  unit  in  the  agency.     A  wai- 
ver from  the  requirement  that  a  multipurpose  agency  delegate  authori- 
ty and  responsibility  to  a  single  organizational  unit  may  be  reques- 
ted if  the  State  agency:     (1)  Submits  its  request  as  part  of  its 
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State  plan  or  as  a  plan  amendment;  (2)  Describes  its  methods  for  car- 
rying out  its  functions  and  responsibilities  under  this  part;  and  (3) 
Designates  a  component  unit  of  the  State  multipurpose  agency  to  plan 
and  develop  all  policy  on  programs  for  older  persons  under  this  part 
and  to  provide  a  visible  focal  point  for  advocacy,  coordination,  moni- 
toring, and  evaluation  of  programs  for  older  within  the  State.  The 
Commissioner  will  approve  a  request  for  a  waiver,  unless  the  Commis- 
sioner finds  that  the  waiver  adversely  affects  the  ability  of  the 
State  agency  to  carry  out  its  functions  and  responsibilities  under 
this  part. 

Proposed  legislation  would  not  alter  these  provisions. 

REQUEST  FOR  GRANTS  FOR  STATE  AND  COMMUNITY  ACTIVITIES 

Mr.  Natcher.    You  are  requesting  $692,480,000  for  Grants  for 
State  and  Community  Activities.    How  does  that  amount  compare  with 
the  1981  appropriation? 

Mr.  Master.    The  amounts  available  under  the  Continuing  Resolu- 
tion for  FY  1981  include  $257,000,000  for  Social  Services  and  Senior 
Centers  and  $350,000,000  for  Nutrition  Services.    In  addition,  funds 
available  under  the  Department  of  Agriculture  include  $84,720,000  for 
the  cash/ commodity  program.    Thus,  a  total  of  $681,720,000  is  availa- 
ble in  FY  1981  for  these  programs,    when  the  proposed  recission  of 
$10,000,000  is  considered. 

LEVEL  OF  SERVICES 

Mr.  Natcher.     Is  the  budget  figure  sufficient  to  maintain  the 
current  level  of  services  to  the  elderly? 

Mr.  Master.    The  request  is  not  sufficient  to  maintain  all  cur- 
rent levels  of  services  if  the  current  rate  of  inflation  continues 
and  management  efficiencies  cannot  be  achieved  to  make-up  the  short 
fall.    However,  increased  funds  available  for  nutrition  services 
through  the  transfer  of  the  USDA  Cash/Commodity  Program  should  enable 
States  to  support  the  same  number  of  meals  as  were  supported  with 
funds  appropriated  in  FY  1981.  The  funds  appropriated  to  the  Depart- 
ment of  Agriculture  in  FY  1981  include  $84,720,000  for  the  Cash/ 
Commodity  Program.    The  January  FY  1982  request  from  the  Department 
of  Agriculture  included  $95,480,000  for  this  program,  this  amount 
was  transfered  to  the  request  for  the  Administration    on  Aging  in 
the  FY  1982  revised  budget.     In  addition,  since  proposed  legislation 
consolidates  the  Cash/ Commodity  Program  with  other  programs  under 
Title  III  of  the  Older  Americans  Act,  these  funds  will  be  subject  to 
the  minimum  match  requirements  imposed  by  Title  III  of  the  Older 
Americans  Act. 

DISTRIBUTION  OF  FUNDS 

Mr.  Natcher.    On  what  basis  will  these  funds  be  distributed  to 
State  and  area  agencies? 

Mr.  Master.    The  $692,480,000  will  be  distributed  to  the  States 
in  accord  with  the  formula  in  Section  304  of  the  Older  Americans  Act. 
In  FY  1982  only,  States  will  be  assured  that  their  allotments  will 
include  an  amount  equal  to  their  FY  1981  entitlements  under  the  cash/ 
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commodity  program  administered  by  the  USDA. 

States  will  continue  to  award  funds  for  each  planning  and  ser- 
vice area  in  accord  with  their  respective  intrastate  funding  formu- 
las . 

USE  OF  FUNDS 

Mr.  Natcher.  If  a  State  is  not  able  to  fully  use  its  allotment, 
can  unused  funds  be  transferred  to  other  States? 

Mr.  Master.  The  reallotment  authority  provided  to  the  Commis- 
sioner under  Section  304(b)  allows  the  Commissioner,  whenever  he/she 
determines  that  funds  allotted  to  a  State  will  not  be  used  by  such  a 
State  for  carrying  out  the  purpose  for  which  the  allotment  was  made, 
to  make  available  such  funds  to  other  States  which  can  use  the  funds 
for  the  purpose  for  which  the  alltment  was  originally  made. 

Mr.    Natcher.     Based  on  past  experience  have  all  States  been 
able  to  fully  use  their  annual  allotment  of  funds? 

Mr.  Master.    The  Administration  on  Aging  has  canvassed  States 
each  year  for  funds  which  they  cannot  obligate.     Funds  have  been  re- 
allotted  to  States  which  have  indicated  that  they  have  needs  for 
additional  funds. 

To  the  extent  that  States  report  that  they  have  funds  in  excess 
of  their  requirements,  these  have  been  consistently  realloted  to 
other  States  which  have  indicated  that  they  have  a  need  for  addition- 
al funds.     In  FY  1979,  $240,213  from  the  amounts  available  for  Nutri- 
tion Services  was  reallotted  to  States  indicating  a  need  for  addition- 
al funds.    These  were  funds  which  Delaware  and  the  Trust  Territories 
of  the  Pacific  Islands  had  indicated  they  would  not  be  able  to  obli- 
gate prior  to  September  30,  1979.     Similarly,  $112,000  which  Hawaii 
and  American  Samoa  had  indicated  they  would  not  use  for  State  Agency 
Administration  was  reallotted  to  the  States.    No  other  State  indica- 
ted that  they  would  have  FY  1979  funds  in  excess  of  their  require- 
ments.   By  the  end  of  that  fiscal  year  all  States  had  obligated  all 
but  reallotted  funds,  which  remain  for  obligation  until  September  30, 
1980. 

In  FY  1980,  the  Trust  Territories  of  the  Pacific  Islands  indica- 
ted that  they  would  not  use  funds  as  follows:     Social  Services  and 
Senior  Centers,  $240,455;  Congregate  Nutrition  Services,  $503,844 
and  Home-Delivered  Nutrition  Services,  $100,702.    These  funds  were 
reallotted  to  other  States  which  indicated  that  they  had  a  need  for 
additional  funds. 

INFLATION 

Mr.  Natcher.    Has  the  cost  of  inflation  been  taken  into  consid- 
eration in  developing  this  budget? 

Mr.  Master.    The  effects  of  inflation  at  a  rate  of  9.4%  per  year 
have  been  taken  into  consideration  in  developing  the  budget.    As  a 
result  of  inflation,  social  services  provided  are  estimated  to  be  af- 
fected as  follows: 
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FY  1981 


FY  1982 


Difference 


Transportation 
Information  & 


3,744,000 


3,423,000 


-321,000 


Referral 


4,178,000 
2,351,000 
3,592,000 


3,820,000 
2,149,000 
3,284,000 


-358,000 
-202,000 
-308,000 
-  30,200 


Outreach 


In-home  Services 


Legal  Services 


351,500 


321,300 


For  Nutrition  Services,  we  are  estimating  that  161  million  meals 
will  be  supported,  the  same  number  of  meals  supported  by  FY  1981 
funds.    The  request  includes  $95.5  million  for  the  transfer  of  the 
cash/commodity  program  previously  administered  by  the  Department  of 
Agriculture.    In  fiscal  year  1981,  $85  million  was  available  for  this 
program.    Under  the  Administration's  legislative  proposals  States 
will  be  required  to  match  these  funds  beginning  in  FY  1982.    The  $10 
million  increase  in  funds  available  from  this  program  plus  the  funds 
generated  by  the  matching  requirements  should  be  sufficient  to  cover 
the  costs  of  inflation. 


Mr.  Natcher.    How  much  of  the  $692,480,000  requested  is  for 
State  or  local  administrative  costs? 

Mr.  Master.    From  the  $692,480,000  requested  for  State  and  Com- 
munity Programs,  up  to  8.5%  may  be  used  for  Area  Agency  activities. 
Recent  history  indicates  that  only  6.1%  of  the  funds  appropriated 
under  Titles  III  B  and  C  have  been  used  for  area  agency  activities. 
We  are  therefore  estimating  that  $37.6  million  would  be  used  for  this 
purpose  with  a  total  appropriation  of  $692.4  million. 

In  addition  to  the  $692,480,000  requested  for  State  and  Communi- 
ty Programs,  the  request  includes  $22,675,000  for  State  Agency  Activi- 


Mr.  Natcher.    What  assurances  do  you  have  that  the  level  of 
home  delivered  meals  will  be  maintained? 

Mr.  Master.    Proposed  legislation  would  require  that  from  the 
allotments  received  by  States  in  FY  82  from  the  $692,480,000  reques- 
ted they  must  use  for  Nutrition  Services,  at  a  minimum  the  amount 
received  in  FY  1981  for  nutrition  services,  excluding  funds  used  for 
area  agency  activities  and  including  the  amount  received  in  donated 
USDA  commodities  or  cash  in  lieu  of . 

States  would  not  be  required  to  maintain  the  level  of  home  de- 
livered meals.    Proposed  legislation  is  designed  to  provide  the 
States  with  the  necessary  flexibility  to  meet  the  varying  needs  of 
their  older  residents.    While  we  are  concerned  with  the  stability  of 
the  nutrition  program  we  do  not  deem  it  appropriate  to  further  re- 
strict the  use  of  funds.    States  have  supported  this  program  exten- 
sively in  the  past.  22%  of  all  meals  served  in  EY  1980  were  delivered 
to  the  home. 


ADMINISTRATIVE  COSTS 


ties. 


HOME-DELIVERED  MEALS 
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DISCRETIONARY  PROGRAMS 

Mr.  Natcher.  For  Training,  Research  and  Discretionary  Projects 
for  the  aging ,  you  are  requesting  $23,200,000.  How  does  that  amount 
compare  with  the  1981  appropriation  for  these  programs? 

Mr.  Master.    The  Continuing  Resolution  for  Fiscal  Year  1981  in- 
cludes $45,500,000  for  Training,  Research  and  Discretionary  Projects 
and  Programs  under  Title  IV  of  the  Older  Americans  Act.    This  amount 
includes  $14,000,000  for  Training,  $6,000,000  for  Research, 
$22,500,000  for  Discretionary  Projects  and  Programs,  and  $3,000,000 
for  Multidisciplinary  Centers  of  Gerontology.    We  do  not  know  if 
these  amounts  will  be  sustained  in  the  1981  appropriation,  as  Con- 
gress has  not  acted  on  this  as  yet. 

Mr.  Natcher.  Briefly  describe  how  these  funds  would  be  distribu- 
ted under  your  proposed  budget? 

Mr.  Master.      Under  the  proposed  legislation,  there  are  two  ma- 
jor components  for  Title  IV  Programs;  Education  and  Training,  and  Re- 
search and  Demonstration  Programs. 

Education  and  Training:    This  effort  results  not  only  in  individ- 
uals skilled  in  planning  for  and  serving  the  elderly,  but  in  research 
dissemination  and  interchange  of  ideas  and  experiences.    Funds  are  re- 
quested for  training  programs  for  personnel  in  the  field  of  aging  and 
for  Multidisciplinary  Centers  of  Gerontology. 

Training  activities  include: 

.    Career  Preparation  Program  -  projects  provide  assistance 
to  individuals  and  to  institutions  of  higher  education  to 
prepare  persons  for  careers  in  aging  and  to  improve  the 
skills  of  persons  already  working  with  or  on  behalf  of  ol- 
der people. 

.    Training  and  Technical  Assistance  -  projects  that  provide 
training  and  technical  assistance  to  State  and  Area  per- 
sonnel, and  service  providers. 

.    Multidisciplinary  Centers  of  Gerontology  -  which  develop, 
employ  and  disseminate  model  pre-service  cirricula  for 
teaching  and  training,  conduct  basic  and  applied  research, 
and  operate  experimental  model  service  community  labora- 
tories in  areas  of  policy  and  program  significance. 

Research  and  Demonstration  Projects:    The  research  program  seeks: 
(1)  expansion  of  knowledge  as  to  the  obstacles  to  the  development  of 
local  comprehensive  and  coordinated  service  delivery  systems  which 
meet  the  special  needs  of  older  persons,  and  techniques  for  overcom- 
ing the  obstacles;  and  (2)  policy  oriented  research  to  assist  other 
Federal  agencies  to  move  toward  accomplishment  of  the  objectives  set 
forth  in  Title  I  of  the  Act. 

Demonstration  Programs  serve  as  an  important  resource  to  supple- 
menting and  expanding  social  services  provided  under  Title  III  of  the 
Older  Americans  Act.    The  aim  is  to  improve  or  expand  services  in  or- 
der to  provide  additional  services  to  those  elderly  persons  with 
unique  problems  which  require  innovative  approaches. 
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These  projects: 

.    Contribute  to  our  continuing  search  for  improved  man- 
agement and  the  efficient  use  of  scarce  resources; 
and 

.    Are  the  testing  ground  for  the  development  of  servi- 
ces to  address  emerging  social  problems  which  are 
being  inadequately  resolved  by  existing  service  pro- 
grams. 

The  projects  enable  the  aging  network  to  identify  improved  solu- 
tions to  new  and  emerging  problems.    Recent  hospice  demonstrations 
have  been  funded  to  address  the  complex  and  emotional  problems  of 
older  persons  and  their  families  as  they  learn  to  cope  with  the  even- 
tuality of  death  after  a  terminal  illness.    Abuse  demonstrations  are 
attacking  major  social  problems  which  until  lately  had  not  been 
brought  to  light. 

An  estimated  $8,200,000  would  support  Education  and  Training  ac- 
tivities.   $15,000,000  would  support  Research  and  Demonstration  Pro- 
jects. 

Mr.  Natcher:    What  criteria  would  be  used  in  determining  pro- 
ject awards? 

Mr.  Master.    We  have  not  established  the  specific  criteria  to 
be  used  in  determining  the  individual  projects  to  be  funded  in  FY  82. 
The  projects  to  be  funded  under  Title  IV  Programs  will  in  all  likeli- 
hood be  mostly  continuations  of  projects  initiated  in  prior  fiscal 
years.    Performance  during  previous  budget  periods  under  the  grant 
and  soundness  of  plans  for  the  next  year  will  certainly  be  the  major 
factors  considered  in  determining  continuation  of  projects. 

Criteria  for  new  awards  will  be  specified  in  the  guidelines  for 
preparation  of  grant  applications.    The  criteria  to  be  used  in  selec- 
ting proposals  would  include  such  items  as  relevance  of  the  proposal 
to  AoA  priorities,  soundness  of  the  plan  of  work  or  methodology, 
staff  qualifications  and  management,  and  budget  appropriations  and 
reasonableness . 

Mr.  Natcher:    How  will  your  office  determine  training  needs 
within  each  State? 

Mr.  Master.    Determination  of  the  training  needs  within  each 
State  is  made  by  the  individual  State.    The  Administration  on  Aging 
makes  discretionary  grants  to  State  Agencies  on  Aging  to  provide 
training  to  their  staffs,  area  agency  employees,  and  service  provi- 
der employees.    States  are  required  to  assess  training  needs  in 
order  to  receive  trie  training  grant  from  AoA. 

To  assist  States  in  carrying  out  this  requirement  AoA  has  devel- 
oped an  extensive  manual  on  education  and  training  needs  assessment 
in  the  field  of  Aging.    AoA  has  conducted  in-service  training  to 
staff  members  of  the  State  Units  on  Aging  in  the  use  of  the  manual 
and  provided  on-going  technical  assistance  to  the  State  Units  on  Ag- 
ing on  training  needs  assessment.    States  may  also  use  funds  awarded 
for  State  Agency  Administration  in  support  of  training  activities  at 
the  State  level. 
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RESEARCH  PROGRAMS 

Mr.  Natcher:  Give  us  a  few  examples  of  the  kind  of  research  pro- 
jects yoiu  intend  to  support  in  1982? 

Mr.  tester.    The  majority  of  the  projects  to  be  supported  in 
1982  will  be  new  projects  resulting  from  the  grants  competitions 
planned  for  that  fiscal  year,  therefore  we  are  unable  to  identify 
specific  projects  to  be  supported.    Our  plans  are  to  publish  a  grants 
announcement  this  fall,  based  on  a  strategy  to  be  determined  by  the 
Commissioner. 

CONSOLIDATION 

Mr.  Natcher.  Specifically  what  are  the  advantages  in  consolida- 
ting these  discretionary  programs? 

Mr.  Master.  The  basic  purpose  of  the  Title  IV  Program  is  to 
provide  the  speical  knowledge  and  the  skilled  personnel  required  to 
maintain  and  strengthen  the  system  of  social  and  nutrition  services 
supported  under  the  Older  Americans  Act.  With  limited  Title  IV  re- 
sources, the  Commissioner  must  have  the  capacity  to  target  discret- 
ionary funds  on  the  highest  priority  areas  associated  with  the  Title 
III  program,  for  example. 

Under  current  law,  this  capacity  is  significantly  restricted  by 
the  separate  program  categories  now  included  in  Title  IV,  e.g.,  train- 
ing, multidisciplinary  centers  of  gerontology,  etc.,  each  of  which 
receives  a  separate  budget  line  item  and  specially  designated  funds. 
The  mandatory  set-aside  for  legal  services  demonstrations  also  re- 
stricts the  Commissioner's  capacity  in  targetting  discretionary 
funds  to  those  program  areas  in  which  the  problems  and  potentials 
are  greatest.    The  consolidated  approach  to  Title  IV  programming  and 
funding  which  is  included  in  the  Administration's  legislative  pack- 
age would  provide  the  Commissioner  with  the  increased  flexibility 
needed  to  shift  Title  IV  resources  to  address  changing  priority  is- 
sues. 

Mr.  Natcher.    Why  can't  the  discretionary  programs  be  consolida- 
ted with  the  State  grants  and  let  the  States  decide  their  own  train- 
ing and  research  needs? 

Mr.  Master.    The  discretionary  grants  program  provides  a  fo- 
cussed  opportunity  to  discover,  develop  and  pioneer  solutions  to  prob- 
lems of  concern  to  older  Americans  across  the  nation  and  to  develop 
the  manpower  involved  in  the  field  of  aging. 
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Community  services  and  needs  generally  can  best  be  tailored  and 
met  by  the  State  and  local  service  planners  and  providers;  the  deter- 
mination and  analysis  of  problems  common  to  communities  and  residents 
in  many  states  —  and  the  search  for  and  testing  of  better  solutions 
— is  best  conducted  through  a  national  program  rather  than  individual 
State  programs.    A  nationally  coordinated  search  for  solutions  to  the 
principal  problems  of  aging  is  far  less  costly  than  would  be  the  sepa- 
rate searches  of  fifty  States.    The  national  discretionary  grants  pro- 
gram permits:    1)  concentrating  the  best  expertise  in  the  nation  on  a 
given  problem;  2)  developing  and  testing  solutions  in  agencies  and  lo- 
cations most  capable  of  generating  an  improvement  in  a  service,  in  a 
system  of  services  to  the  aging,  or  in  training  those  serving  the  ag- 
ing; and  3)  demonstrating  programs,  approaches  and  techniques  that 
work  in  a  setting  from  which  States  and  communities  throughout  the  na- 
tion can  learn  how  to  implement  those  programs,  what  they  require  in 
facilities,  personnel  and  financial  resources,  and  what  savings  and 
benefits  local  communities  and  older  persons  can  expect. 

Ihe  State  Program  and  the  national  program  each  have  a  very  dif- 
ferent and  very  important  role  in  the  effort  to  insure  Older  Ameri- 
cans their  fair  share  in  the  social  and  economic  benefits  offered 
them  by  this  society.    Close  coordination  and  effective  cooperation 
benefit  both  the  State  and  national  effort.    The  Administration  on 
Aging  consults  extensively  with  the  National  Association  of  State 
Units  on  Aging,  the  National  Association  of  Area  Agencies  on  Aging, 
and  other  experts  in  the  field  in  determining  the  problems  project 
proposals  are  to  address  at  different  times. 

Before  a  discretionary  grant  is  made,  the  Commissioner  consults 
with  the  State  Agency  on  Aging  before  making  an  award  for  a  project 
in  that  State.    Representatives  of  State  and  area  agencies  partici- 
pate in  the  review  of  applications.    They  contribute  significantly 
to  the  selection  of  proposals  to  be  funded  and  recommend  improvements 
in  proposed  projects  which  could  make  the  results  more  useful  for  all 
of  the  States  across  the  country. 

The  scope  of  universities  and  other  research  and  demonstration 
grant  recipients  and  the  information  and  service  models  they  produce, 
are  seldom  restricted  to  a  single  State.    To  relegate  this  research 
and  demonstration  program  to  the  fifty-seven  states  and  jurisdictions 
certainly  would  result  in  extensive  duplication  of  efforts  and  les- 
sened focussing  of  limited  resources  and  expertise  on  the  full  range 
of  pressing  problems  in  an  orderly  fashion.    For  example,  it  is  more 
efficient  to  develop  one  national  best  practice  manual  than  to  have 
each  State  attempt  to  produce  their  own.    Similarly,  many  research 
and  demonstration  topics  are  most  effectively  studied  by  supporting 
one  national  level  project.    By  disseminating  the  products  of  such 
projects  and  providing  training/technical  assistance,  many  states  can 
benefit  from  the  results  of  nationally  funded  projects. 

A  number  of  activities  conducted  under  Title  IV  are  specifically 
designed  to  assist  all  States  in  carrying  out  their  responsibilities 
under  the  Older  Americans  Act.    These  include  the  State  Education  and 
Training  Program  and  the  Legal  Services/Advocacy  Assistance  Program. 
States  also  compete,  along  with  other  public  or  private  nonprofit  or- 
ganizations, for  other  funds  under  the  Title  IV  Program. 
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WIN  Evaluation  Information 

Mr.  Natcher:  What  new  information  do  you  have  from  evaluations 
of  the  WIN  program? 

Mr.  Master:     A  major  source  of  information  for  evaluating  WIN 
program  effectiveness  is  the  WIN  computerized  management  information 
system,  MIS,  which  collects  information  on  program  participants, 
services  provided,  employment  and  grant  reduction  outcomes,  and 
program  costs. 

One  of  the  most  important  indicators  of  WIN  performance  as 
derived  from  the  MIS  is  the  "return  on  investment"  figure  which 
relates  annualized  welfare  grant  reductions  resulting  from  the 
employment  of  WIN  registrants  to  total  program  costs.     This  figure 
has  consistently  ranged  from  about  1.5:1.0  tc  1.8:1.0  in  recent 
years.     That  is,  program  benefits,  as  measured  by  welfare  grant 
reductions  for  WIN  registrants  who  have  become  employed,  have 
been  at  least  one  and  one-half  times  the  total  program  expenditures 
in  each  year.     In  FY  1980,  annualized  welfare  grant  reductions 
were  calculated  at  $632  million  compared  to  total  program  costs  of 
$372  million. 

In  addition  to  welfare  grant  reductions,  WIN  also  calculates 
annualized  wages  of  WIN  registrants  who  have  become  employed  in 
relation  to  total  program  costs.     This  figure  has  consistently 
run  more  than  4:1.     In  FY  1980,  annualized  wages  were  calculated 
at  $1,953  million  compared  to  total  program  costs  of  $372  million. 
These  earnings  represent  benefits  to  the  individuals,  as  well 
as  generating  some  tax  revenues  for  the  government. 

Furthermore,  estimates  of  public  medical  care  savings  and 
food  stamp  savings  for  WIN  registrants  who  become  employed  were 
calculated  at  about  $203  million  and  $131  million,  respectively, 
in  FY  1980. 

All  of  these  figures  indicate  that  WIN  is  returning  more  in 
the  way  of  tax  savings  and  other  benefits  to  society  than  it  is 
costing. 

A  major  longitudinal  evaluation  of  the  WIN  program  carried  out 
by  an  independent  contractor  tends  to  support  this  picture  of  WIN 
as  a  cost-beneficial  program.     The  study  followed-up  a  cohort  of 
1974-75  WIN  participants  through  1979.     It  established  that 
particularly  for  women,  who  comprise  the  great  majority  of  WIN 
registrants,  the  program  has  overall  positive  effects.  In 
addition,   the  WIN  work  and  training  components  —  institutional 
training,  on-the-job  training,  work  experience,  and  public 
service  employment  —  showed  quite  significant  positive  effects, 
as  measured  by  increases  in  estimated  life-time  earnings  and 
benefit-cost  ratios.     While  the  job  search  component,  as  it  was 
operated  in  1974-75,  was  not  found  to  be  cost-effective,  since  that 
time,  WIN  has  instituted  a  much  more  structured  and  intensified 
job  search  component,  including  the  very  successful  group  job 
seeking  approach.     Subsequent  studies  have  shown  this  approach  to  be 
about  twice  as  effective  in  placing  registrants  in  jobs  as  the 
earlier  approach. 
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WIN  Participants  Off  Welfare  Rolls 

Mr.  Natcher:    What  data  do  you  have  that  shows  WIN  is  success- 
ful in  keeping  participants  off  the  welfare  rolls  for  more  than 
two  years? 

Mr.  Master:     We  have  no  data  on  this  issue  for  a  two-year 
period.     However,  of  the  WIN  registrants  who  enter  unsubsidized 
employment,  approximately  half  earn  enough  to  be  removed  from 
AFDC  welfare  rolls.     The  rest  have  their  welfare  grants  reduced, 
but  not  eliminated.     A  special  study  of  job  retention  over  a 
one  year  period  shows  that  of  all  WIN  registrants  entering 
employment,  about  55  percent  still  retained  that  job  after  12 
months.     In  addition,  of  those  who  were  no  longer  found  to  be 
employed,  while  most  returned  to  the  welfare  rolls,  a  significant 
proportion,  about  20  percent,   did  not. 

WIN  Employment  Status  Followup 

Mr.  Natcher:    What  system  do  you  use  for  following  up  the 
employment  status  of  former  WIN  participants? 

Mr.  Master:    WIN  contacts  an  individual  30  days  after  he  or  she 
enters  employment,  not  only  to  see  whether  the  person  is  still 
employed,  but  also  to  determine  whether  any  additional  service 
is  needed.     In  FY  1980,   the  employment  retention  rate,  as 
determined  by  this  followup,  was  found  to  be  86  percent. 

This  past  year  a  special  study  was  completed  which  determined 
the  retention  rate  at  longer  intervals.     At  3  months  the  comparable 
rate  was  67  percent,  at  6  months  60  percent,  and  at  12  months 
55  percent. 

WIN  Participation  Refusal 

Mr.  Natcher:    What  action  can  be  taken  against  welfare 
recipients  who  refuse  jobs  or  training? 

Mr.  Master:     The  Social  Security  Act  in  Section  402(a) (19) (A) 
provides  that  as  a  condition  of  eligibilty  for  a  welfare  grant 
an  individual  who  is  not  in  one  of  the  exempt  categories  must 
register  with  WIN  for  employment  and  training.     The  Act  and  the  WIN 
regulations  further  provide  that  a  mandatory  WIN  registrant  who, 
without  good  cause,   fails  or  refuses  to  accept  employment  or 
training  must  be  deregistered  from  WIN  with  the  resulting  loss  of 
eligibility  for  the  welfare  grant.     The  State  welfare  agency  then 
must  be  notified  to  remove  the  individual's  portion  from  the 
family  grant. 

During  FY  1980,  14,401  individuals  were  deregistered,  i.e., 
sanctioned,   for  having  failed  or  refused  to  participate  in  WIN 
without  good  cause. 
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Waiting  to  Participate  in  WIN 

Mr.  Natcher:    Are  there  waiting  lists  of  people  who  want  to 
participate  in  the  WIN  program?     (If  so,  how  many  are  waiting?) 

Mr.  Master:     Because  of  limited  funding  WIN  is  able  to  serve 
only  a  portion  of  its  registrants.     At  any  one  time,  about  half 
of  WIN  registrants  are  in  unassigned  recipient  status.  These 
include  registrants  awaiting  the  beginning  of  program  activity, 
those  between  component  assignments,  and  those  for  whom  no 
immediate  program  activity  other  than  job  referral  is  planned.  In 
September  1980,   798,000  of  1,567,000  registrants  on  hand  were  in 
unassigned  recipient  status. 

WIN  Female  Participants 

Mr.  Natcher:     Are  most  WIN  participants  female? 

Mr.  Master:     Yes.  In  FY  1980,  approximately  three- fourths  of 
WIN  registrants  were  female. 

Female  Participation  in  WIN  High 

Mr.  Natcher:    What  is  the  reason  for  the  high  percentage  of 
female  participants? 

Mr.  Master:     Only  persons  who  are  applicants  for,  or  recipients 
of,  AFDC  may  register  in  WIN,  and  the  majority  of  such  persons  are 
female.     This  is  true  even  in  States  which  provide  AFDC  payments 
for  unemployed  fathers.     Less  than  half  of  the  States  now  provide 
payments  for  unemployed  fathers. 

Most  WIN  registrants  are  required  by  law  to  register  for  WIN, 
as  a  condition  of  eligibility  for  AFDC.     However,  in  addition  to 
these  mandatory  registrants,  many  females  register  voluntarily 
hoping  to  receive  services  leading  to  employment. 

WIN  Management  Information  System 

Mr.  Natcher:  How  much  of  the  WIN  budget  is  used  to  finance  its 
management  information  computer  system? 

Mr.  Master:  WIN  budgets  about  $300,000  of  the  Federal  Program 
Direction  and  Evaluation  activity  for  the  computer  system. 
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Developmental  Disabilities  -  University  Affiliated  Facilities 


Mr.  Roybal:     How  many  health  professionals  were  trained  in  the 
area  of  developmental  disabilities  by  University  Affiliated 
Facilities  in  FY  1981? 

Mr.  Master:     The  most  recent  data  provided  by  38  of  the  47 
University  Affiliated  Facilities  for  FY  1979  indicated  that  there 
were  8,581  students  trained  in  the  health  disciplines.  Students 
in  the  health  disciplines  accounted  for  59%  of  all  students 
trained  in  that  year.     A  more  specific  breakdown  by  professional 
disciplines  are: 


Nursing  2,129 

Dental  1,566 

Therapies  1,360 

Medicine  1,109 

Psychology  886 

Genetics  707 

Nutrition  559 

Pharmacology  133 

Public  Health  132 


Total  Health  Disciplines  8,581 


Mr.  Roybal:     Isn't  there  a  shortage  of  personnel  in  this 
field? 

Mr.  Master:     There  continues  to  be  a  need  for  the  specialized 
and  interdisciplinary  training  of  personnel  who  provide  services  to 
individuals  with  developmental  disabilities.     A  draft  report  from  a 
study  currently  being  conducted  by  the  Urban  Institute  states  that 
quantitative  studies  of  current  and  projected  staffing  needs  in  the 
developmental  disabilities  service  system  have  not  been  completed. 
It  is  difficult,  therefore,   to  estimate  either  the  extent  of  the 
shortage  or  the  specific  disciplines  which  are  experiencing 
shortages. 

It  is  obvious,  however,  that  specialized  training  is  necessary 
so  that  service  delivery  personnel  know  their  specialties  and,  at 
the  same  time,  know  other  disciplines     in  order  to  access  other 
specialists  when  necessary.     Service  personnel  need  to  be  both 
specialists  and  generalists  if  they  are  to  coordinate  the  compre- 
hensive array  of  interdisciplinary  services  needed  by  individuals 
with  developmental  disabilities. 

Mr.  Roybal:     How  many  individuals  are  afflicted  with 
developmental  disabilities? 

Mr.  Master:     There  is  an  estimated  4  million  people  eligible 
for  assistance  under  the  developmental  disabilities  program. 
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NUTRITION  SERVICES 
Mr.  Roybal.    How  exactly  does  the  Administration  on  Aging  envi- 
sion the  coordination  between  AoA  and  the  Department  of  Agriculture 
funding  for  nutrition  services? 

Mr.  Master.    Under  the  current  provisions  of  the  Older  Americans 
Act,  States  receiving  funds  under  Title  III  are  entitled  to  receive 
additional  cash  or  suplus  commodities  through  a(  United  States  Depart- 
ment of  Agriculture)  reimbursement  program  which  is  based  on  the  num- 
ber of  meals  served  to  older  persons  under  aproved  Title  III  Area 
Plans.    The  amount  each  State  receives  is  determined  by  a  "per  meal" 
rate  of  reimbursement  established  by  USDA,  which  is  adjusted  annual- 
ly to.  reflect  the  change  in  the  Consumer  Price  Index  for  food  away 
from  home.    Each  State  is  entitled  to  receive  an  amount  equal  to  the 
current  rate  of  reimbursement  times  the  number  of  meals  served  under 
approved  area  plans,  and  is  able  to  decide  the  manner  in  which  it 
will  receive  its  reimbursement  (i.e.,  through  cash,  an  equivalent 
value  of  commodities  distributed  to  service  providers  in  accord  with 
agreements  established  with  USDA-designated  State  Distribution  Agen- 
cies, or  a  combination  of  both). 

In  FY  1980,  the  estimated  total  amount  of  reimbursement  for 
cash  and  commodities  was  approximately  $70  million  based  on  a  reim- 
bursement rate  of  43  cents  per  meal.    The  current  rate  of  reimburse- 
ment is  47.25  cents  per  meal  which  will  provide  an  estimated  $85  mil- 
lion reimbursement  in  FY  1981.    USDA  requested  $95.5  million  for  FY 
1982  for  this  program,  based  on  an  estimated  reimbursement  rate  of 
52  cents  per  meal. 

Under  the  proposals  in  the  FY  1982  Budget  the  $95.5  million  pre- 
viously budgeted  for  the  USDA  reimbursement  program  for  FY  1982  would 
be  allotted  to  the  States  through  the  regular  formula  grant  award  pro- 
cess currently  used  to  distribute  Title  III  Funds.     In  this  instance, 
however,  steps  would  be  taken  to  assure  that  for  FY  1982  only,  each 
State  will  receive  from  this  $95.5  million  no  less  than  it  received 
in  cash  and/or  the  value  of  commodities  in  FY  1981  from  USDA.  If 
there  are  additional  funds  remaining  after  this  initial  "hold  harm- 
less" distribution,  they  would  be  distributed  in  accord  with  the  pro- 
visions of  the  statutory  formula  along  with  the  balance  of  Title  III 
Funds  appropriated  for  FY  1982. 

The  Secretary  of  Agriculture  would  retain  the  authority  to  do- 
agriculture  commodities  acquired  under  price  support  and  surplus  re- 
moval programs  for  nutrition  services  under  the  Act.    Authority  would 
be  continued  for  States  to  have  the  Secretary  of  Agriculture  purchase 
commodities  on  their  behalf  for  use  in  providing  Nutrition  Services. 
States  would  be  permitted  to  elect  to  receive  commodities  in  lieu  of 
cash  for  nutrition  services  under  Title  III.    The  Commissioner  would 
withhold  funds  from  the  States'  allotments  to  reimburse  the  Secretary 
of  Agriculture  for  commodities  purchased  on  behalf  of  the  State 
program. 
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Mr.  Roybal.    Will  the  same  formula  be  applied  to  both  funds? 

Mr.  Master.    In  FY  1982,  we  will  insure  that  each  State  re- 
ceives from  the  $95.5  million  transferred  from  the  USDA  no  less  than 
it  received  in  cash  and/or  the  value  of  commodities  in  FY  1981  from 
USDA.    After  FY  1982  funds  appropriated  would  be  distributed  through 
the  formula  prescribed  by  the  Older  Americans  Act. 

Mr.  Roybal.     I  am  quite  concerned  about  the  lack  of  data  that 
the  Administration  on  Aging  has  had  on  the  nutrition  program.  For 
the  record,  explain  in  full  the  process  by  which  AoA  determines  ex- 
penditures for  each  State  on  nutrition  services,  the  lag  time  that 
exists  between  States  reporting  information  and  AoA  making  such  data 
available  for  use,  and  the  specific  steps  that  AoA  will  be  taking  in 
FY  1982. 

Mr.  Master.    Even  though  there  were  some  delays  in  the  begin 
ning  of  the  program,  since  the  transition  quarter  (July  1-September 
30,  1976),  AoA  has  noted  a  significant  improvement  in  the  States' 
ability  to  report  on  a  timely  basis.     States  are  required  to  submit 
quarterly  Financial  Status  Reports  and  Program  Performance  Reports  to 
AoA  Regional  Offices  within  30  days  after  the  end  of  the  report  peri- 
od.    Financial  Status  Reports  include  information  on  expenditures  for 
Nutrition  Services.    This  30  day  period  is  prescribed  by  0MB  Regula- 
tions.   AoA  Regional  Offices  are  allowed  up  to  15  days  to  review  the 
Reports  and  submit  them  to  the  AoA  central  office.    Thus,  the  AoA  cen- 
tral office  should  reveive  the  reports  within  45  days  after  the  end 
of  a  reporting  period.    A  national  summary  is  produced  using  these 
reports. 

Through  FY  1977,  when  a  State  Quarterly  Program  Performance  Re- 
port was  delinquent  more  than  60  days,  telegrams  were  sent  to  the 
State  Agency  on  Aging  and  to  the  Governor.    Within  ten  days,  usually, 
the  delinquent  report  was  submitted  to  AoA. 

In  FY  1978,  AoA  ceased  the  telegram  procedure  and  began  to  in- 
volve the  AoA  Regional  Offices  in  a  stronger  role  in  the  reporting 
procedures.  Memos  were  sent  to  Regional  Offices  requesting  that  they 
develop  technical  assistance  strategies  germane  to  the  States  with 
over-due  reports.  Targets  were  established  for  the  alleviation  of 
the  Specific  problems  in  specific  States.  This  procedure  accounts 
for  the  diminishing  delays  in  reporting. 

AoA  has  funded  a  major  demonstration  project  to  assist  States 
in  improving  their  data  collection.    As  part  of  this  project,  the 
National  Association  of  State  Units  on  Aging  has  been  conducting  an 
analysis  of  State  and  Area  Agencies  on  Aging  information  systems.  A 
major  goal  of  this  project  is  to  facilitate  transfer  of  high  utility 
systems,  in  whole  or  in  part,  from  one  agency  to  another.     Based  on 
the  analysis  of  materials  collected  during  the  survey,  a  set  of  do- 
cuments has  been  produced  to  assist  State  and  Area  Agencies  in  the 
development  of  information  systems. 

We  have  underway  several  demonstrations  which  will  provide  us 
with  information  which  the  States  can  use  to  improve  their  information 
collection  systems. 
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Mr.  Roybal.  What  amount  of  money  would  be  necessary  to  keep 
the  same  level  of  meals  for  seniors  for  FY  1982  and  for  FY  1981? 


Mr.  Master.    The  FY  1982  request  of  $692,480,000  is  estimated 
to  support  161  million  meals,  the  same  number  of  meals  supported 
under  the  Older  Americans  Act  by  the  amounts  appropriated  in  FY  1981. 

NATIONAL  CLEARINGHOUSE  ON  AGING 

Mr.  Roybal.  How  many  requests  for  information  did  the  National 
Clearinghouse  on  Aging  receive  in  FY  1980,  in  FY  1981? 

Mr.  Master.    The  National  Clearinghouse  on  Aging  responds  to 
requests  for  information  directly  through  the  staff  of  the  Clearin- 
house  located  in  the  Administration  on  Aging  (AoA)  and  through  the 
Service  Center  for  Aging  Information  (SCAN).    The  SCAN  System  is  com- 
posed of  a  central  facility  and  a  Social  Gerontology  Resource  Center 
and  is  designed  to  collect,  store  and  disseminate  scientific  and 
technical  information  on  aging. 

In  fiscal  years  1980  and  1981  the  Clearinghouse  handled  re- 
quests as  follows: 

FY1980  FY1981 
ACTUAL  ESTIMATE 

Requests  handled  through  SCAN 

Average  Scientific  and  Tech- 
nical Request  per  year  1,200  4,000 


Requests  handled  by  Clearinghouse  Staff 

Publications  Sent  1,200,000  1,200,000 

Inquiries  received  (written)  20,000  25,000 

Inquiries  received  (telephone)  12,000  15,000 

Visitors  2,000  2,500 

Mr.  Roybal.  How  does  the  Administation  plan  to  disseminate  in- 
formation from  the  national  level  if  the  Clearinhouse  is  eliminated' 


Mr.  Master.     The  majority  of  the  requests  for  information  which 
are  handled  by  the  Clearinghouse  are  handled  directly  by  staff  in  the 
Aministration  on  Aging.     Proposed  legislation  would  maintain  the  Ad- 
ministration on  Aging's  function  to  collect  and  disseminate  informa- 
tion on  aging  and  staff  would  continue  to  provide  this  invaluable  ser- 
vice. 


We  are  proposing  to  eliminate  only  the  Services  Center  for  Aging 
Information  (SCAN)  which  is  designed  to  collect,  store,  and  dissemi- 
nate scientific  and  technical  information  on  aging.     We  feel  that 
this  task  can  be  properly  accomplished  by  the  private  sector.  In 
order  to  insure  that  the  information  available  in  SCAN  currently  is 
maintained,  we  are  looking  into  the  feasibility  of  a  possible  trans- 
fer of  the  system  with  several  institutions. 
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Grants  to  States  for  Social  Services 

Mr.  Roybal:     The  Administration  proposes  a  block  grant  for  social 
services  to  the  states.     In  the  justification  you 
state  that  each  state  will  receive  75%  of  its  fiscal 
year  1981  funding  for  social  services.     Since  you 
propose  to  consolidate  some  categorical  programs  into 
this  block  grant,  wouldn't  the  state's  share  of  social 
services  monies  vary  from  year  to  year  depending  on 
what  categorical  monies  a  state  had  received? 

Mr.  Master:     Assuming  that  $3.8  billion  was  appropriated  for  fiscal 
year  1982  and  each  of  the  three  succeeding  fiscal 
years  each  State  would  receive  the  same  amount  each 
year.     The  allotment  formula  proposed  for  the  Social 
Services  Block  Grant  provides  that  each  State's 
allotment  for  a  fiscal  year  will. equal  the  same  ratio 
of  the  total  appropriation  under  the  Block  Grant  for 
that  year  as  the  State's  share  of  the  total  appropria- 
tions for  fiscal  year  1981  under  the  authorities  that 
are  included  in  the  Block  Grant. 

Mr.  Roybal:     Has  any  estimate  been  developed  on  the  savings  to  the 

states  of  eliminating  regulations  from  categorical  social 
services  grants?    Do  these  savings  equal  25%  of  the 
1981  fiscal  year  social  services  budget? 

Mr.  Master:     The  Secretary,  in  testifying  on  several  occasions,  has 
indicated  that  up  to  ten  percent  of  the  reductions 
could  conceivably  be  recouped  in  administrative  savings. 
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HEAD  START 

Mr.    Roybal:      Which   states   are   not   eligible  for 
funding    increases   under   the   statutory   allotment  formula 
for   full  year  Head   Start   projects   as  mentioned  in 
page   70  of   your  justification? 

Mr.    Master:      Head   Start   projects    in  Mississippi 
and  Alaska   are   not   eligible   for   funding   increases  under 
the   statutory   allotment   formula   and   current  budget 
as  sump  ti  ons . 


Mr.    Roybal:      Will  the 
projects   adversely  affect 
children  --  migrants,  for 


decline   in   summer   Head  Start 
any   one   single   group  of 
example? 


Mr.    Master:      No,    the   children   served   in  summer 
programs   have  no   unique   characteristics   as   a  whole. 

Mr.    Roybal:      What   have  we   learned   from  your  evalua 
tion   of   bilingual  Head   Start   programs    that  you've 
conducted  over   the  past   several  years? 

Mr.    Master:      In   1975   Head   Start   launched   a  major 
bilingual  program  focused   on   the   needs   of  Hispanic 
children.      Four   preschool   curricula  have  been  developed 
and   field   tested.      The   evaluation   of   bilingual  pre- 
school  instructional   approaches    is   reaching  completion. 
Preliminary   findings    suggest    that    the   use   of  bilingual 
teaching   approaches   and   curricula   in  Head   Start  resulte 
in   a   significant   positive   impact   on  participating  child 
ren   relative    to   a   group   of    comparison   children  who  did 
not   attend   Head   Start   classrooms.      For  example: 
children  who  were   Spanish-  speaking     at    the   beginning  of 
the   Head   Start  year  were   using   12%  more   English   at  the 
end   of    the   Head   Start   year.      Hispanic   children  became 
more   fluent    in  English.      For   example,    the   children  were 
more   likely   to   use   the    correct    tense   of   a  verb  and 
gained   in   their   use   of    language   to   express  abstract 
concepts;    English-speaking   children  who   participated  in 
the   Head   Start   bilingual   classrooms   showed   gains  which 
were   equivalent    to   English-speaking   children  who  had 
other   experiences   during    the   preschool  years;  parents 
who   participated    in   the  Head   Start   bilingual  programs 
spent  more   time  with   their    children   on   activities  in 
the   home  which  were   directly   related   to    the  child's 
education   than  did   parents   who  were  not    in   the  special 
program . 

RUNAWAY  YOUTH 

Mr.    Roybal:      Since   you   are   proposing    to  consolidat 
the   Runaway   and  Homeless   Youth  Program   into   a  Social 
Services   Block  Grant,    does    this   mean   that    the  national 
toll-free   communication   system  which   services  over 
200,000   runaways   will   be  eliminated? 

Mr.    Master:      The   monies    currently   used    to    fund  the 
National   Toil-Free   Communications   System  are  proposed, 
in   FY   1982,    for    inclusion   in    the   discretionary  funds 
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allocation  for  the  Assistant  Secretary,  Human 
Development  Services.  We  will  examine,  in  the  next 
few  months,  what  our  priorities  will  be  in  allocating 
these  funds.  The  National  Toll-Free  Communications 
System  will  be  given  full  consideration  when  making 
these  decisions.  We  will  advise  the  Congress  if  we 
propose   to   consider   funding    it   in   FY  1982. 

HEAD  START 

Mr.    Stokes:      Your   budget  justification   states  that 
for   FY   1982   the  Head   Start   program  will   be  authorized 
in   ''freestanding"   legislation.      What  substantive 
changes,    if   any,    will    the   administration  be  requesting 
under   the   proposed  new  authorizing   legislation  for 
Head  Start? 

Mr.    Master:      There   are   no   substantive  changes 
which  have  been   requested  by   the   administration   in  the 
proposed  new  authorizing   legislation  for  Head  Start. 
A  minor   technical   change  would  be  made   in   the  way  in 
which   cost-of-living   increases   are  provided   to  Indian 
and  Migrant  Head   Start   projects.      These  projects 
currently   are   indexed   to   increases   in   the  Consumer 
Price   Index.      The  proposed   legislation  would  provide  a 
cost-of-living   increase   equal    to   the   Consumer  Price 
Index   changes   or   the   increase   in   the  Head  Start 
appropriation,    whichever   is    less.      This  will  ensure 
that   funding   for   Indian   and  migrant  projects   grows  at 
the   same   rate   as   other  Head   Start  activities. 

Mr.    Stokes:      What   is   the   status   of   the  proposed 
legislation   for    this  program? 

Mr.    Master:      The  proposed   legislation  has  been 
forwarded   to    the   Congress    for   their  consideration. 

Mr.    Stokes:      For   FY   1982,    you   request   an  increase 
of    $130  million   for   the   Head   Start   program.  This 
increase  would  be   used   to  maintain  national  enrollment 
levels   and   to   support   qualitative   improvements.  How 
many   children  would  be   served   in   the  Head   Start  program 
under   the   FY   1982   budget  request? 

Mr.   Master:      We  estimate   that   a   total  of  374,300 
children  would   be   served   in  Head   Start   in  FY  1982; 
366,300   children   in   full  year  projects  (including 
Parent   and   Child   Centers)    and   8,000   children   in  summer 
Head   Start   projects.      Compared   to   FY   1981,    total  enroll- 
ment would  decrease  by   4,200   children  due   to  a  reduction 
in  summer   projects.      Full  year   enrollment  would  remain 
constant   at   the   FY   1981   level   of    366,300  children. 

Mr.    Stokes:      How  does    this    compare  with  the 
eligible  population? 

Mr.   Master:      The   latest   available  data  indicates 
that    there   are   approximately   1.8  million   children,  age 
3   to   5   years   old,    whose   families   have   incomes  below 
the  poverty   level   and  are   thus   eligible   for  Head  Start. 
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There   are   a   relatively   small   additional   number  of 
children,   which  because,  of   lack  of   data  we  cannot 
enumerate,    who   are   not   in   the   poverty   group   but  who 
are   also   eligible   for  Head   Start   because   their  families 
are  AFDC   recipients.      The    total   number   of  children, 
age   3  -   5,.   eligible   for  Head  Start   is,  therefore, 
somewhat   greater   than   1.8  million. 

Mr.    Stokes:      Given   the   current   state  funding 
distribution   formula,    do  you   anticipate   that   in  spite 
of   a   total   increase   in   funds    for   FY   1982   that  some 
states   may   actually   experience   a   decline    in  Head  Start 
enrollment? 

Mr.    Master:      The   statutory   allotment  formula 
precludes   states   from  receiving  additional   funding  if 
they   are   currently   receiving  more   than   175%  of  the 
funds    they  would   receive    through   their  population-based 
allotment  alone. 

In  FY   1982,    projects   in  Mississippi   and  Alaska  cannot 
receive   additional  funds  because   of   this   provision.  We 
expect   that,    faced  with  rising  operating   costs,  projects 
in   these   states  will  be  unable   to   fully  maintain  current 
enrollment.      Enrollment   losses   in   these   states  would  be 
offset  by   small   increases   in  other   states  resulting 
from  conversions   of   summer  projects    to   full  year  opera- 
tions . 

Mr.    Stokes:      Please  provide   for   the  record  a  break- 
down of  Head  Start   enrollment  by   state  under  your 
FY   1982  budget   as   compared  with  FY  1981. 

Mr.    Master:      Listed  below  are   the   FY   1981  enroll- 
ment  levels  by   state   for   full  year  Head   Start  (including 
Parent   and   Child   Center    (PCC))    projects.      Also  shown 
are   enrollments   in   Indian  and  Migrant  projects  and 
projects   in   the  Virgin   Islands   and   the   outer  Pacific 
Is  lands . 

Enrollment   levels   nationally   in  FY   1982   for   full  year 
Head  Start  projects   are  expected   to   remain  at  the 
FY   1981   total  of   366,300   children.      State  by  state 
enrollment   levels   are   also   expected   to   remain  generally 
unchanged,    except   that   some   losses   are   expected  in 
Mississippi   and   Alaska.      These   losses   are   expected  to 
be   offset   by   small   increases    in   full  year   enrollment  in 
other   states   resulting   from   the   continuing  conversion 
of    summer   projects    to   full   year   operation,    leaving  the 
national   total   unchanged.      Because   it   is    difficult  to 
estimate   the   extent   to  which   projects    in  Mississippi 
and  Alaska  may   reduce   enrollment   or    to   know   the  states 
in  which   summer    to   full   year    conversions  will  occur, 
we  have   not   shown   the   small   adjustments    to    full  year 
enrollment  which  may   occur    in   FY  1982. 
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State   enrollment   is    as  follows: 


REGION  I 


Connecticut  3>974 

Maine  1,452 

Massachusetts  7,085 

New  Hampshire  651 

Rhode   Island  1,202 

Vermont  746 
15,110 

REGION  II 

New  Jersey  8,233 

New  York  16,632 

Puerto  Rico  13,780 

Virgin   Islands  9  86 
39  ,  631 

REGION  III 

Delaware  827 

Dis.    of   Col.  1,505 

Maryland  4,315 

Pennsylvania  13,448 

Virginia  4,229 

West  Virginia  3,430 
27  ,  754 

REGION  IV 

Alabama  8,398 

Florida  10,068 

Georgia  9,484 

Kentucky  8,912 

Mississippi  25,022 

North   Carolina  8,650 

South  Carolina  5,559 

Tennessee  7,431 
83 , 524 

REGION  V 

Illinois  19,365 

Indiana  5,292 

Michigan  17,107 

Minnesota  3,956 

Ohio  18,504 

Wisconsin  5,344 
69, 5  68 


REGION  VI 


Arkansas  4,856 

Louisiana  8,306 

New  Mexico  3,185 

Oklahoma  6,468 

Texas  18,  265 
41,080 

REGION  VII 

Iowa  2,690 

Kansas  2,363 

Missouri  7,776 

Nebraska  1,507 
14, 336 

REGION  VIII 

Colorado  3,990 

Montana  940 

North   Dakota  466 

South  Dakota  797 

Utah  1,516 

Wyoming  5  06 
8,215 

REGION  IX 

Arizona  2,898 

California  25,998 

Hawaii  1,073 

Nevada  432 
Outer  Pacific 

Islands  2 ,388 
32 , 789 

REGION  X 

Alaska  640 

Idaho  982 

Oregon  2,597 

Washington  3,497 
7,716 


Indian  and  Migrant  Program 
Division 

Indian  projects  12,238 
Migrant   Projects    14,3  50 
26,588 


National   Total  366,311 
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full  year   projects    in   States   which   are   not   eligible  for 
funding   increases   under    the   statutory   allotment  formula. 

After   using    $78,000,000   of    the   $130,000,000  funding 
increase   to   offset   higher   operating    costs,    the  remaining 
$52,000,000  will  be   used    to    take   steps    to   restore  and 
upgrade   program  quality   in  key   areas  where   there  have 
been   losses   due    to    the   impact   of    inflation.  Approxi- 
mately   $14,600,000   of    the   $52,000,000   for  quality 
improvements  will  be   used    to   add   635   classrooms  and 
1,270   related   staff    to   existing   Head   Start  programs. 
This  will   enable  projects  with   overcrowded  classrooms 
to   reduce  average  class   attendance   to  nearer   the  level 
of   15   children  per   class   required   for  sound  develop- 
mental  programs   and   to   improve   staff    to   child  ratios. 
Currently   one   third   of    all  Head   Start   classes  have 
enrollments   of    20   or  more   children  which   result  in 
actual   attendance   in   excess    of    15  children. 

Approximately   $33,400,000   of    the   $52,000,000  for 
quality   improvement  will  be   used   to   increase  the 
salaries   of   Head   Start    teachers,    classroom   aides  and 
other   personnel.      Head   Start   salaries   have  been  histo- 
rically  low  both   in   absolute   terms   and   in  comparison 
to  wages   paid   for   comparable   jobs    in   local  communities. 
For   example,    in   1980,    nearly   half    of   Head  Start 
employees   earned   annual  wages   below   $6,230  which  is 
the   Federal   poverty   line   for   a   family   of  three. 
Upgrading   staff   salaries  will   improve   the  overall 
quality   of    services   provided   to  Head   Start   children  by 
enabling   projects    to   attract  more   skilled  teaching 
staff   and  by   reducing   currently  high  rates   of  staff 
turnover.      After  having  provided  cost-of-living 
adjustments   to   offset   inflation,    the   $33,400,000  in 
new   funds   will   result   in   an   increase   in   spending  for 
improvement . 

The   remaining   $4,000,000   in   increased   funding  will  be 
used   for   the   improvement   of   facilities   to  help  projects 
meet   state  and   local  health  and   safety  standards.  A 
number   of   projects   currently   have   some   degree   of  non- 
compliance with   local   codes    or  Head   Start  regulations. 
The    $4,000,000   increase  will   eliminate   the  most  serious 
health  and  safety  problems  which   exist   in   these  centers. 

Mr.    Stokes:      What   impact,    if   any,   will   the  proposed 
termination   of    CETA  public   services   jobs   have   on  the 
Head   Start   Program   in   FY  1982? 

Mr.    Master:      The   proposed   termination  will  have  a 
financial  and  program  impact   on  Head   Start.  CETA 
supported  workers   are   employed   in  nearly   half    of  all 
Head   Start   programs    in   occupations    that  include 
teachers,    teacher   aides,    social   services   aides,  bus 
drivers   and   c le rk- ty p is t s .      If    these   jobs   are  elimi- 
nated,   Head   Start  will   lose   up    to    $26.9   million  worth 
of   staff.      Since  most   of    the   jobs   supported  with  CETA 
funds   are   essential   to    the   operation   of   Head  Start 
projects,    they  would   have    to   continue   through  the 
support   of   Head   Start   or   other    funds.      To    the  extent 
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to  which   existing  Head   Start   funds   would  be  used 
to   support    the   continuation   of    the   CETA  jobs,  enrollment 
and/or   services   may   be   reduced.  Local   projects  may  be 

able   to   offset   some  of   these   losses   by   obtaining  other 
sources   of   local   support.  .  . 


Mr.    Stokes:      A  number   of    the   community  action 
agencies   which   receive   funding   from   the  Community 
Services   Administration  operate   Head   Start  programs. 
The  Administration  proposes    to    terminate   the  Community 
Services   Administration  and    to   transfer   its    funding  to 
the   Social   Services   Block   Grant   in   FY   1982.  If 
community   action   agencies    are  unable    to   secure  funds 
from   the   states   under   the  block  grant,    what  would  be 
the   impact   on  Head   Start  projects? 

Mr.    Master:      Currently,    sixty-two  percent    (62%)  of 
the   1,260   local  Head   Start   projects    are   operated  by 
Community  Action  Agencies    (CAA's).      We   estimate  that 
$15    to    $20  million   in   Community   Services  Administration 
funding    to   CAA's    is   used   for   administrative   support  of 
Head   Start   projects.      There   could   be   a   financial  impact 
on  Head   Start    in   the   event   that   CAA's   are   unable  to 
secure    funds    from  state   block   grants    and   have   to  use 
Head   Start   funds    to   pay   for   administrative  services 
which   have  been   supported  by   CSA  funds.      Local  projects 
may   be   able   to   offset   some   of    these   losses   by  obtaining 
other   sources    of    local   support.      However,  some 
reductions   in  Head   Start   services   may   also   occur.  If 
there  were   communities  where   CAA's  were   unable  to 
remain   financially   and   administratively  viable,  replace- 
ment  sponsors  would  have   to  be   selected   to  continue 
operating  Head   Start   projects.      Procedures   exist  for 
making   such  conversions. 
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Mr.    Stokes:      What   portion   of    the   requested  $130 
million  would  be   used   for   maintaining  enrollment 
levels   versus    supporting   qualitative   improvements  in 
the  program? 

Mr.    Master:      Of    the   $130  million  requested 
increase,    $78  million  would  be   used   to   offset  higher 
operating    costs    to   maintain   current   enrollment  levels 
and   $52  million  would   support   qualitative  improvements 
in   local  Head   Start  projects. 

Mr.    Stokes:      Would   you   briefly   describe   some   of  the 
problems   regarding   program  quality  which    need   to  be 
addressed   in  Head   Start?      What   specific   initiatives  will 
you  be   undertaking   in   FY   1982   to   address    these  problems? 

Mr.    Master:      The   1982   budget   level   of  $950,000,000 
will   provide   direct   comprehensive   child  development 
services   to   374,300  preschool   children  and  their 
families.      In   addition,    this   year's   request  will 
restore   or    improve   the   quality   of   Head   Start  projects 
in   several   key   areas    that   are   directly   related  to 
child   gains,    such   as   reducing   overcrowding   in  classes, 
improving   projects'    capacity    to   hire   and  retain 
qualified   and   experienced   staff   and   providing  adequate 
physical  facilities. 

The   funding   increases   which  have  been   provided   to  Head 
Start   since   1978  have   largely   been   used   to   help  offset 
inflation.      Despite   these   funding   increases,  operating 
costs   have   risen  more   rapidly    than   available  funding. 
The   average   cost   per   child   in   full-year   Head  Start, 
when   expressed   in   constant   1978   dollars,    has  decreased 
from   $1,604   in   1978   to   a  projected   $1,519   in  1981 
($2,110   per    child   in   current   dollars).      The   decline  in 
recent   years   of   real  Head   Start   resources    (when  adjusted 
for   inflation)    has   aggravated  what,    at   the   outset,  were 
tight   resource   restraints   at    the   local   project  level. 
There    is   growing    concern   that    this    trend,    if  not 
reversed,    could   in   the   immediate   future   lead    to  a 
decline    in  program  quality   in   areas    that   are  directly 
related   to   child   and   family   gains,    such   as  staff/child 
ratios,    class   size,    and   staff    experience   and  qualifica- 
tions . 

All   of    the   requested    $130,000,000    funds    increase  will 
be   provided   directly    to   local   Head   Start   projects.  Of 
this   amount,    $78,000,000  will   be   used   to   aid   projects  in 
offsetting  higher   operating   costs   due   to   inflation  so 
that   current   levels   of    enrollment   and   program  quality 
can  be  maintained.      This   will    increase   total  funding 
for    local   projects   by    ten   percent.      Enrollment    in  full 
year   Head   Start   projects   will   remain   at    the    1981  level 
of    366,300    children.      As    the   process    of  converting 
summer  Head   Start   projects    to   more   effective    full  year 
operations    is    continued,    summer   enrollment   will  fall 
from   an   estimated    12,200    children   in   1981    to  an 
estimated   8,000   children   in    1982.      The   small  increase 
in   full   year   enrollment   which   will   result    from  such 
conversions  will   be   offset   by   enrollment    losses  in 
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Social  Services  Block  Grant 

Mr.  Stokes:     Is  it  your  position  that  the  25%  funding  reduction  for 
those  activities  to  be  funded  under  a  Block  Grant  in 
FY  1982  would  not  result  in  a  loss  of  services? 


Mr.  Master:     There  will  be  a  reduction  in  the  services  that  may  be 
funded.     However,   the  reduction  should  not  amount  to 
25  percent  since  there  will  be  certain  economies  to 
the  States  in  providing  services  under  the  Block  Grant. 
For  example,  the  Secretary  has  testified  that  as  much 
as  ten  percent  of  the  reduction  could  be  recouped  at 
the  State  and  local  level  by  eliminating  the 
unnecessary  overlap  and  duplication  of  effort 
and  relief  from  the  Federal  administrative  burden. 


Mr.   Stokes:     Do  you  know  what  portion  of  the  funds  currently 

available  for  each  of  the  Human  Development  categorical 
programs  are  allocated  for  administrative  costs? 
Please  provide  for  the  record. 

Mr.  Master:     Administrative  costs  are  generally  not  reported  as  a 
separate  category  of  cost.     There  is  not  a  standard 
definition  for  all  of  the  programs  and  in  most  cases 
it  is  very  difficult  to  define.     However,  we  have 
estimated  that  the  administrative  cost  for  the  programs 
are  as  follows: 


Title  XX  7-10% 

Child  Welfare  Services  3.5% 

Child  Abuse  and  Neglect  3.5% 

Runaway  Youth  7.5% 

Developmental  Disabilities  15% 


Mr.   Stokes:     There  have  been  some  indications  given  by  a  number  of 

States  that  they  may  not  be  in  a  position  to  responsibly 
administer  or  manage  the  proposed  Block  Grants  by  the 
start  of  FY  1982.     What  assessments  have  been  made 
by  your  office  that  would  make  you  believe  that  the 
States  would  be  able  to  administer  the  Block  Grants 
by  October  1,  1981? 

Mr.  Master:     We  have  not  made  a  formal  assessment  as  to  the  States 
that  would  be  able  to  administer  the  proposed  Social 
Services  Block  Grant  beginning  October  1,   1981.  The 
programs  incorporated  into  the  Social  Services  Block 
Grant  are  currently  operational  within  the  States. 
However,  States  are  faced  with  the  problem  of  adjusting 
their  programs  to  the  lower  Federal  funding  level.  If 
the  legislation  is  passed  late  in  the  fiscal  year 
States  will  have  some  difficulty  in  taking  advantage 
of  the  flexibility  provided  under  the  Social  Services 
Block  Grant.     This  is  because  the  administrative 
mechanism  necessary  to  change  the  current  system  will 
take  time  to  develop  after  passage  of  Federal  legisla- 
tion.    In  addition  most  State  Legislatures  will  not  be 
in  session  late  in  the  current  fiscal  year.     We  do 
know  that  a  number  of  States  have  indicated  the  agency 
that  would  probably  administer  the  Social  Services 
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Block  Grant  and  some  States  already  have  legislative 
proposals  drafted. 

Mr.  Stokes:  How  would  you  describe  the  Federal  Government's  role 
in  the  Administration  of  the  proposed  Social  Service 
Block  Grant? 

Mr.  Master:     Under  the  Social  Services  Block  Grant  the  States  would 
have  the  authority  to  determine  the  services  that 
would  be  provided  and  the  categories  or  the  characteris- 
tics of  individuals  to  be  served  rather  than  having 
certain  services  prescribed  by  Federal  regulations. 
The  Federal  government  will  continue  to  perform  the 
functions  of  granting  and  stewardship  of  Federal  funds. 
Many  of  the  areas  that  formerly  were  Federal  functions 
such  as  defining  who  would  be  eligible  under  the 
program  will  now  be  performed  by  the  States.  Generally, 
the  Federal  government  will  continue  to  perform  such 
functions  as  (1)  developing  regulatory/policy  provisions, 

(2)  performing  oversight  and  monitoring  functions,  and 

(3)  providing  training  and  technical  assistance  to 
States  to  assist  them  to  operate  their  programs  in  the 
most  efficient,  effective,  and  responsive  manner. 
These  functions  will  be  performed  under  the  block  grant 
to  a  much  lesser  degree  because  a  substantial  number  of 
the  legislative  requirements  will  be  eliminated  or 
reduced. 

Mr.  Stokes:     How  will  the  Department  ensure  that  the  States  spend 

Block  Grant  funds  for  eligible  purposes  and  for  intended 
recipients? 

Mr.  Master:     The  States  will  develop  plans  on  the  types  of  activities 
to  be  supported  and  the  categories  or  characteristics 
of  individuals  to  be  served.     The  plans  will  be  made 
available  to  the  public,  including  any  Federal  or  other 
public  agency  during  the  development  and  after  comple- 
tion.    Comments  will  be  provided  to  the  States.  The 
same  procedure  will  be  followed  when  the  State  revises 
the  plan  to  reflect  substantial  changes.     There  will 
also  be  the  basic  Federal  grant  and  stewardship 
responsibilities  that  must  be  carried  out.     States  will 
also  be  required  to  have  independent  audits  performed 
at  least  every  two  years  and  copies  of  the  audits  will 
be  provided  to  the  Federal  government.     Each  State 
will  be  required  to  repay  to  the  Federal  government  any 
amounts  found  not  to  have  been  expended  in  accordance 
with  the  law  or  the  Secretary  may  offset  such  amounts 
against  future  entitlements.     The  State  will  be 
responsible  for  determining  the  categories  of  recipients 
to  be  served. 

Mr.   Stokes:    What  reporting  requirements  and  evaluation  activities, 
if  any,  do  you  have  in  mind? 

Mr.  Master:    The  States  will  be  required  to  develop  a  report  on  the 
intended  use  of  the  Block  Grant  before  making  any 
expenditures.     The  report  will  describe  the  activities 
to  be  supported  and  the  categories  of  individuals  to 
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be  served.     The  States  will  also  prepare  reports  on 
their  activities  under  the  Social  Services  Block  Grant 
Act.     This  report  will  provide  a  description  of  the 
activities,  record  the  purposes  for  which  funds  were 
spent,  and  be  used  to  determine  the  extent  to  which 
funds  were  spent  consistent  with  the  State  plans. 
States  will  also  be  required  to  have  audits  performed 
and  copies  of  these  audit  reports  will  be  provided  to 
the  Federal  government.     These  audits  will  also 
determine  the  extent  to  which  the  States  expended  their 
funds  in  accordance  with  the  Social  Services  Block 
Grant  Act. 

Mr.  Stokes:     Do  you  anticipate  taking  any  sanctions  against  States 
that  use  Block  Grant  funds  inappropriately? 

Mr.  Master:     Each  State  must  have  an  audit  performed  at  least  every 
two  years.     The  audit  findings  will  be  provided  to  the 
Federal  Government.     The  State  will  repay  to  the 
United  States  amounts  ultimately  found  not  to  have 
been  expended  in  accordance  with  the  Social  Services 
Block  Grant  Act,  or  the  Secretary  may  offset  such 
amounts  against  funds  due  to  the  State.     If  the 
Secretary  determines  that  there  has  been  a  failure  to 
comply  with  the  non-discrimination  provisions  of  the 
Social  Services  Block  Grant  Act  he  will  notify  the 
Chief  Executive  Officer  of  the  State  and  request 
compliance.     If  the  State  does  not  comply,  the  Secretary 
is  authorized  to  (1)  refer  the  matter  to  the  Attorney 
General  with  a  recommendation  that  an  appropriate  civil 
action  be  instituted,  or  (2)  exercise  the  powers  and 
functions  provided  by  title  VI  of  the  Civil  Rights 
Act  of  1964,  the  Age  Discrimination  Act  of  1974,  or 
section  504  of  the  Rehabilitation  Act  of  1973. 
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JUSTIFICATION  OF  BUDGET  ESTIMATES 

DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
OFFICE  OF  HUMAN  DEVELOPMENT  SERVICES 

1982  Appropriation 
Appropriation  Title  Revised  Estimates  Page 

Positions  Amounts 

Grants  to  States  for 

Social  Services      $  3,800,000,000  1 

Human  Development  Services  ..     1,296  1,846,468,000  37 


Work  Incentive  Program 


236 


364,803,000  151 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
OFFICE  OF  HUMAN  DEVELOPMENT  SERVICES 


Grants  to  States  for  Social  Services 


Fiscal  Year  1982  Budget  Page  No. 

Appropriation  language  and 

Explanation  of  changes   1 

Amounts  available  for  obligation   3 

Summary  of  changes   4 

Budget  authority  by  activity.....   6 

Budget  authority  by  object   7 

Authorizing  legislation   8 

Tables  of  estimates  and  appropriations   9 

Justification: 

1.  Narrative: 

A.  General  Statement   12 

B.  Grants  to  States  for 

social  services   13 

C.  Child  day  care   14 

D.  State  and  local  training   15 

E.  Foster  care   16 

F.  Adoption  assistance   17 

G.  Social  Services  Block  Grant   18 

2.  State  Tables   23 
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OFFICE  OF  HUMAN  DEVELOPMENT  SERVICES 

Grants  to  States  for  Social  Services 
For  carrying  out  [activities  authorized  by    sections  420,1110, 
and  2001  of  the  Social  Security  Act,  $3,154,650,000,  of  which 
$163,550,000  shall  be  for  child  welfare  services  authorized  by 
section  420,  and  of  which  not  to  exceed  $75,000,000,  may  be  used  for 
training  authorized  by  section  2001.]  1/  a  Social  Services  Block  Grant 
Act  (or  similar  Act),  $3,800,000,000:  Provided,  that  this  amount  shall 
be  available  for  obligation    only  icpon  the  enactment  of  authorizing 
legislation.  1/ 

[For  making,  after  June  30  of  the  current  fiscal  year,  payments 
to  States  authorized  by  section  2001  of  the  Social  Security  Act,  for 
the  last  three  months'  of  the  current  fiscal  year,  and  for  making  after 
July  31  of  the  current  fiscal  year,  payments  for  the  first  quarter  of  the 
succeeding  fiscal  year;  such  sums  as  may  be  necessary,  the  obligation 
incurred  and  the  expenditures  made  thereunder  to  be  charged  to  the 
subsequent  appropriations  therefor  for  the  current  or  succeeding  fiscal 
year.    No  payment  shall  be  made  from  this  appropriation  to  reimburse  State 
or  local  expenditures  made  prior  to  October  1,  1978  unless  a  request  for 
reimbursement  has  been  officially  transmitted  to  the  Federal  Government 
by  the  State  within  two  years  after  the  fiscal  year  in  which  the  expenditure 
occurred.]  _1/ 

\J  There  is  no  single  appropriation  in  the  current  appropriations  bill, 
H.R.  7998,  96th  Congress,  that  exactly  corresponds  to  this  heading. 
The  Social  Services  Block  Grant  Act  will  repeal  sections  402(a)  (20) 
and  408,  parts  B  and  E  of  title  IV  (except  section  426),  and  Title  XX 
of  the  Social  Security  Act;  the  Developmental  Disabilities  Assistance 
and  Bill  of  Rights  Act;  the  Child  Abuse  Prevention  and  Treatment  Act  of 
1974;  the  Child  Abuse  Prevention  and  Treatment  and  Adoption  Reform  Act 
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of  1978;  the  Runaway  and  Homeless  Youth  Act  (title  III  of  the  Juvenile 
Justice  and  Delinquency  Prevention  Act  of  1974);  the  Rehabilitation  Act 
of  1973,  except  for  sections  503  and  504;  and  titles  II,  III,  IV,  VI, 
VII,  and  IX  of  the  Community  Services  Act  of  1974. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
OFFICE  OF  HUMAN  DEVELOPMENT  SERVICES 

Grants  to  States  for  Social  Services 

Amounts  Available  for  Obligation 

1981  1982 
1980                    Revised  Revised 
Actual   Estimate   Request  

Appropriation   $3,337,250,000  $3,508,852,000   

Comparative  transfer 
to: 

Human  Develop- 
ment Services  -66,150,000  -163,550,000    


Subtotal,  Program 

Costs   $3,271,100,000  $3,345,302,000   

Appropriation 

available  in  prior 

year  -778,136,000  -592,440,000   

Appropriation 
available  from 

subsequent  year. .  592,440,000     


Subtotal,  Budget 
Authority  (adjusted)    $3,085,404,000  $2,752,862,000   

Unobligated  balance 
available  start  of 

year     243,571,000   

Unobligated  balance 

end  of  year   -243,571,000 

"Block  Grant  to 

States  for  Social 

Services         $3,800,000,000 


Total  Obligations         $2,841,833,000    $2,996,433,000  $3,800,000,000 
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Summary  of  Changes 

1981  Revised  estimated  budget  authority   $2,752,862,000 

Appropriation  available  from  subsequent  year   +592, 440,000 

1981  Revised  budget  (program 

costs)   3,345,302,000 

1982  Revised  Request  (Block  Grant    to  States 

for  Social  Services)   3,800,000,000 

Net  Change  +$  454,698,000 


1981  Revised  Base      Change  from  Base 
Amount  Amount 

Increase: 
A.  Program; 

Block  Grants  to  States  for 

social  services  +$3,800,000,000 
Decreases : 
B.  Program: 

Grants  to  States  for  social 

services  $2,700,000,000  -2,700,000,000 

Social  Services  for  the 

Territories  16,100,000  -  16,100,000 

Child  Day  Care  200,000,000  -  200,000,000 

State  and  local  training  75,000,000  -  75,000,000 

Foster  Care  349,202,000  -  349,202,000 

Adoption  Assistance  5,000,000  5,000,000 

Subtotal, decreases  -$3,345,302,000 

Total,  Net  change  requested  +$    454,  698,000 
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Authorizing  Legislation 


1981  1981 
Amount  Revised 
Authorized  Estimate 


1982  1982 
Amount  Revised 
Authorized  Request 


Grants  to 
States  for 
Social 
Services: 

1.  Grants  to 
States  for 
Social 
Services 
(Social 
Security 
Act, 

Title  XX). 

2.  Child  Day 
Care  (Ti- 
tle XX,  as 
amended, 
P.L.'s 

94-  401, 

95-  171, 

95-  600, 
and 

96-  272) 

3.  State 
and  Local 
Training 
(Title  XX) 

4.  Foster 
Care 
Social 
Security 
Act,  as 
amended 

(Title  IV-E  Indefinite 
and  Title  IV-A) 


Indefinite    $2,716,100,000  Indefinite 


Indefinite 


$142,648,000 


200,000,000  Indefinite 


75,000,000  Indefinite 


349,202,000  Indefinite 


5.  Adoption 
Assistance 
Social 
Security 
Act,  as 
amended 

(Title  IV-E)  Indefinite  -5,000,000  Indefinite   

6.  Social 
Services 
Block  Grant 

(proposed  law)      $3,800,000,000  $3,800,000,000 


78-993   O— 80  49 
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Grants  to  States  for  Social  Services 
Budget 

Estimate  House  Senate 

Year         to  Congress         Allowance           Allowance  Appropriation 

1972  $1,616,688,000  $1,616,688,000  $1,616,688,000  $1,616,688,000 

1973  1,839,542,000  1,839,542,000  1,839,542,000  1,839,542,000 

1974  1,528,386,000  1,395,248,000  1,395,248,000  1,395,248,000 

1975  2,519,400,000  2,227,554,000  1,936,421,000  1,936,421,000 

1976  2,730,089,000  2,734,089,000  2,739,089,000  2,736,589,000 

1977  2,619,206,000  2,625,706,000  2,633,206,000  2,629,706,000 

1978  2,646,134,000  2,646,134,000  2,646,134,000  2,646,134,000 

1979  2,908,400,000  2,908,400,000  2,908,400,000  2,908,400,000 
1980 V  3,310,100,000  3>271,100,000  3,271,100,000  3,271,100,000 
1981^  3,351,100,000  3,296,100,000  3,296,100,000  3,296,100,000 
1982-/  3,800,000,000 


1/  FY's  1980  and  1981  includes  Foster  Care 

2/  Contingent  upon  passage  of  Block  Grant  legislation. 
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Justification 
Grants  to  States  for  Social  Services 


1981 
Revised 
Estimate 


1982 
Revised 
Request 


Increase 
or 

Decrease 


Grants  to  States  for 
Social  Services 

Social  Services  for 
the  Territories 

Day  Care 

State  and  Local 
Training 

Foster  Care 

Adoption  Assistance 

Other  Federal  Acti- 
vities 

Child  Welfare 

Services 
Child  Welfare 

Training 
Child  Abuse  and 

Neglect 
Runaway  Youth 
Developmental 

Disabilities 
OHDS  Salaries  and 

Expenses 
Rehabilitation 

Services  Admini- 
stration 
Community  Services 

Administration 
Block  Grants  to 
States  for  Social 

Services 


$2,700,000,000 

16,100,000 
200,000,000 

75,000,000 
349,202,000 
5,000,000 


(163,550,000) 
(  5,600,000; 


6,878,000) 
10,000,000) 


(  50,681,000) 
(  4,000,000) 

(930  ,  619,000) 
(483,402,000) 


-$2,700,000,000 


-16, 
-200, 

-75, 
-349, 
-5, 


100,000 
000,000 

000,000 
202,000 
000,000 


$3,800,000,000  +$3,800,000,000 


Total  Program  Costs 


$3,345,302,000 


$3,800,000,000 


+  454,698,000 
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General  Statement 

The  programs  included  In  the  Grants  to  States  for  Social  Services 
appropriation  are  being  consolidated  into  the  Social  Services 
block  grant  to  States. 

During  the  past  decades,  there  has  been  substantial  growth  in 
Federal  aid  to  assist  State  and  local  governments  and  private 
non-profit  organizations  providing  health  and  social  services 
at  local  levels.    This  growth,  however,  has  resulted  in  a 
fragmented  and,  in  some  cases,  ineffective  set  of  human  service 
activities.    There  are  overlaps  and  duplications  in  some  areas, 
and  in  others,  gaps  in  the  type  of  services  provided  and 
populations  covered.    Each  existing  categorical  program  generally 
has  its  own  separate  planning  process,  with  no  consistent  or 
comprehensive  procedure  for  coordinating  with  other  programs,  and 
each  frequently  has  a  different  service  location  in  the  community. 

Moreover,  the  Federal  programs  have  each  carried  with  them 
considerable  regulations  and  requirements.    The  programs  have 
at  times  skewed  priorities  at  the  local  level,  and  since  most 
have  requirements  for  a  matching  of  Federal  funds,  there  has 
been  an  increasing  tendency  to  favor  high  income  States,  rather 
than  the  most  needy. 

The  block  grant  consolidation  would  shift  Federal  aid  for  human 
services  from  uncoordinated,  narrow,  categorical  programs  to 
direct  assistance  to  States.    Each  State  would  receive,  in  fiscal 

year  1982,  approximately  75%  of  the  portion  of  these  programs' 
fiscal  year  1981  funding.    This  block  grant  approach  would  reduce 
the  multiplicity  of  rules  and  regulations  that  service  agencies 
currently  operate  under.    Overlapping  funding  from  different 
programs  for  the  same  services  could  be  eliminated.  States 
could  select  the  particular  services  and  the  service  delivery 
agencies  best  able  to  provide  certain  services  that  are  now 
provided  by  direct  Federal  grantees.    The  overall  goal  of  this 
effort  would  be  to  provide  publicly-financed  services  more 
effectively  at  lower  costs  to  those  in  need. 

The  Block  Grant  appropriation  is  contingent  upon  the  passage  of  the 
necessary  Block  Grant  legislation. 
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Grants  to  States  for  Social  Services 
Title  XX  of  the  Social  Security  Act 


1981 
Revised 
Estimate 


1982 
Revised 
Request 


Current  request 


$2,716,100,000 


$3,016,100,000 


Proposed  change 


-  0  - 


-  3,016,100,000 


Revised  Request 


$2,716,100,000 


$ 


-  0  - 


Justification  for  FY  1982  Revised  Request 

As  described  in  the  General  Statement,  the  Grants  to  States  for 
Social  Services  program  is  one  of  those  proposed  for  consolidation 
into  the  Social  Services  block  grant. 

Since  Congress  is  considering  proposed  authorizing  legislation 
for  a  Social  Services  block  grant  to  States,  no  appropriations 
request  is  made  for  this  program.     The  proposed  Social  Services 
Block  Grant  Act  includes  language  to  repeal  authorizing  legislation 
for  this  program. 

The  Block  Grant  appropriation  is  contingent  upon  the  passage  of  the 
.necessary  Block  Grant  Legislation. 
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Child  Day  Care  (Title  XX  Services) 

Title  XX,  of  the  Social  Security  Act 

1981  1982 

Revised  Revised 

Estimate  Request 

Current  request                              $200,000,000  -  0  - 

Proposed  change                                    -0-  -  0  - 


Revised  request  $200,000,000  -  0  - 

Justification  for  FY  1982  Revised  Request 

As  described  in  the  General  Statement,  the  Grants  to  States  for 
Social  Services  program  is  one  of  those  proposed  for  consolidation 
into  the  Social  Services  block  grant. 

Since  Congress  is  considering  proposed  authorizing  legislation  for 
a  Social  Services  block  grant  to  States,  no  appropriations  request 
is  made  for  this  program.     The  proposed  Social  Services  Block  Grant 
Act  includes  language  to  repeal  authorizing  legislation  for  this 
program. 


The  Block  Grant  appropriation  is  contingent  upon  the  passage  of  the 
necessary  Block  Grant  Legislation. 
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State  and  Local  Training 

Title  XX,  Section  2002UKD  and  (2) (A)  of  the  Social  Security  Act 


1981  1982 

Revised  Revised 

Estimate    -  Request 

Current  request                            $75,000,000  $75,000,000 

Proposed  change..                              -  0  -  -75,000,000 


Revised  request   -0-  -  0  - 

Justification  for  FY  1982  Revised  Request 

As  described  in  the  General  Statement,  the  State  and  Local 
Training  Program  is  one  of  those  proposed  for  consolidation 
into  the  Social  Services  block. grant. 


-Since  Congress  is  considering  proposed  authorizing  legislation 
for  a  Social  Services  block  grant  to  States,  no  appropriations 
request  is  made  for  this  program.    The- proposed  Social  Services 
Block  Grant  Act  includes  language  to  repeal  authorizing  legislation 
for  thi  s  -p  ro  gr am . 


The  Block  Grant  appropriation  is  contingent  upon  the  passage  of  the 
necessary  Block  Grant  Legislation. 
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Aid  to  Families  with  Dependent  Children  -  Foster  Care 


Title  IV-E  or  IV-A  of  the  Social  Security  Act. 


1981 

Revised  Estimate 


Revised  Request 


1982 


Current  request 


 II 


 If 


Proposed  change 


+  349,202,000 


Revised  request 


$  349,202,000 


1/  In  the  January  President's  budget,  an  amount  of  $305,000,000  was 

requested  in  1981  under  the  Human  Development  Services  appropriation. 
An  amount  of  $335,000,000  was  requested  under  the  same  appropriation 
for  1982. 

Justification  for  FY  1982  Revised  Request 

The  January  President's  budget  requested  both  1981  and  1982  support  for 
this  program  under  the  Human  Development  Services  appropriation.  The 
Foster  Care  program  is  an  entitlement  program.    Since  the  January  budget 
was  prepared,  new  estimates  have  been  made  for  1981  entitlement,  resulting 
in  an  increase  of  $44,202,000  over  the  $305,000,000  originally  requested 
for  1981. 

As  described  in  the  General  Statement,  authority  for  the  Aid  to  Families 
Dependent  Children  -  Foster  Care  activity  is  one  of  those  proposed  for 
consolidation  into  the  Social  Services  block  grant. 

Since  Congress  is  considering  proposed  authorizing  legislation  for  a 
Social  Services  block  grant  to  States,  no  appropriations  request  is  made 
for  this  program.    The  proposed  Social  Services  Block  Grants  Act  includes 
language  to  repeal  authorizing  legislation  for  this  program. 

The  Block  Grant  appropriation  is  contingent  upon  the  passage  of  the 
necessary  block  grant  legislation. 
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Adoption  Assistance 

Title  IV-E  of  the  Social  Security  Act. 


1981  1982 

Revised  Estimate  Revised  Request 

Current  estimate      1/ 

Proposed  change  +  5,000,000  2/   


Revised  request   $  5,000,000   

_1/  An  amount  of  $10,000,000  was  requested  in  the  January  President's 
budget  under  the  Human  Development  Services  appropriation. 

2/  Includes  a  proposed  supplemental  of  $5,000,000  contained  in  the 
President's  budget.    The  January  President's  budget  contained 
a  proposed  supplemental  of  $5,000,000  under  the  Human  Development 
Services  appropriation. 

Justification  for  FY  1982  Revised  Request 

As  described  in  the  General  Statement  authority  for  the  Adoption  Assistance 
activity  is  one  of  those  proposed  for  consolidation  into  the  Social  Services 
block  grant. 

Since  Congress  is  considering  proposed  authorizing  legislation  for  a 
Social  Services  block  grant  to  States,  no  appropriations  request  is  made 
for  this  program.    The  proposed  Social  Services  Block  Grants  Act  includes 
language  to  repeal  authorizing  legislation  for  this  program. 

The  Block  Grant  appropriation  is  contingent  upon  the  passage  of  the 
necessary  block  grant  legislation. 
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Social  Services  Block  Grant 

(Proposed  legislation  -  Social  Services  Block  Grant  Act) 


1981 
Revised 
Estimate 


1982 
Revised 
Request 


Current  request 


Proposed  change 


+$3,800,000,000 


Revised  request 


$3,800,000,0001/ 


1/  The  Block  Grant  appropriation  is  contingent  upon  the  passage  of  the 
necessary  Block  Grant  legislation. 

Justification  for  FY  1982  Revised  Request 

The  programs  included  in  the  Grants  to  States  for  Social  Services 
appropriation  are  being  consolidated  into  the  Social  Services 
block  grant  to  States. 

During  the  past  decades,  there  has  been  substantial  growth  in 
Federal  aid  to  assist  State  and  local  governments  and  private 
non-profit  organizations  providing  health  and  social  services 
at  local  levels.    This  growth,  however,  has  resulted  in  a 
fragmented  and,  in  some  cases,  ineffective  set  of  human  service 
activities.    There  are  overlaps  and  duplications  in  some  areas, 
and  in  others,  gaps  in  the  type  of  services  provided  and 
populations  covered.    Each  existing  categorical  program  generally 
has  its  own  separate  planning  process,  with  no  consistent  or 
comprehensive  procedure  for  coordinating  with  other  programs,  and 
each  frequently  has  a  different  service  location  in  the  community. 

Moreover,  the  Federal  programs  have  each  carried  with  them 
considerable  regulations  and  requirements.    The  programs  have 
at  times  skewed  priorities  at  the  local  level,  and  since  most  have 
requirements  for  a  matching  of  Federal  funds,  there  has  been  an 
increasing  tendency  to  favor  high  income  States,  rather  than  the 
most  needy. 
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The  block  grant  consolidation  would  shift  Federal  aid  for  human 
services  from  uncoordinated,  narrow,  categorical  programs  to 
direct  assistance  to  States.    Each  State  would  receive,  in  fiscal 
year  1982,  approximately  75%  of  the  portion  of  these  programs' 
fiscal  year  1981  funding.    This  block  grant  approach  would  reduce 
the  multiplicity  of  rules  and  regulations  that  service  agencies 
currently  operate  under.    Overlapping  funding  from  different  programs 
for  the  same  services  could  be  eliminated.    States  could  select  the 
particular  services  and  the  service  delivery  agencies  best  able  to 
provide  certain  services  that  are  now  provided  by  direct  Federal 
grantees.    The  overall  goal  of  this  effort  would  be  to  provide  publicly- 
financed  services  more  effectively  at  lower  costs  to  those  in  need. 
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STATE  TABLES 


SOCIAL  SERVICES  BLOCK  GRANT 
ALLOCATIONS  TO  STATES  AND  TERRITORIES  2  3 

(in  thousands  of  dollars) 


Estimated  Allocations 


State  Shares 

Under  the 

of 

Block  Grant 

State 

Current  Programs 

FYs  1982  to  19* 

Alabama 

1.813% 

$  68,911,418 

Alaska 

0.238 

9,052,686 

Arizona 

l.U4o 

J7,ol5, 5 JO 

Arkansas 

1.086 

41,263,738 

California 

9.546 

362,762,398 

Colorado 

1.137 

43,196,018 

Connecticut 

1.325 

50,336,851 

Delaware 

0.287 

10,924, /14 

Dist.  of  Columbia 

0.713 

27,106,954 

Florida 

3.545 

134,702,808 

Georgia 

2.315 

87,987,586 

Hawaii 

0.375 

14,263,492 

loan© 

15, 5 J9, 491 

Illinois 

4.514 

171,544,796 

Indiana 

2.162 

82,174,575 

Iowa 

1.203 

45,706,246 

Kansas 

1.060 

40,264,454 

Kentucky 

1.609 

61,158, 354 

Louisiana 

1.893 

71,929,037 

Maine 

0.557 

21,157,028 

Maryland 

1.688 

64,138,420 

Massachusetts 

2.475 

94,061,538 

Michigan 

3.960 

150,465,233 

Minnesota 

1.717 

65,248,762 

Mississippi 

1.217 

46,260,244 

Missouri 

2.148 

81,638,448 

Montana 

0.448 

17,019,442 

Nebraska 

0.669 

25,403,585 

Nevada 

0.297 

11,289,775 

New  Hampshire 

0.385 

14,644,964 

New  Jersey 

2.823 

107,256,430 

New  Mexico 

0.584 

22,203,562 

New  York 

10.329 

392,497,668 

North  Carolina 

2.587 

98,300,455 

North  Dakota 

0.308 

11,688,049 
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Estimated  Allocations 


State  Shares 

Under  the 

of 

Block  Grant 

State 

Current  Programs 

FYs  1982  to  19E 

Olio 

4.407% 

$  167,451,807 

Oklahoma 

1.273 

48,362,381 

Oregon 

1.098 

41,705,382 

Pennsylvania 

5.742 

218,189,113 

-Rhode  Island 

0.447 

16,974,225 

South  Carolina 

1.348 

51,232,432 

South  Dakota 

0.323 

12,262,485 

Tennessee 

1.985 

75,418,814 

Texas 

5.517 

209,655,554 

Utah 

0.615 

23,383,356 

Vermont 

0.261 

9,907,081 

Virginia 

2.157 

81,972,046 

Washington 

1.640 

62,302,650 

West  Virginia 

0.964 

36,626,115 

Wisconsin 

2.078 

78,960,449 

Wyoming 

0.214 

8,133,635 

Territories 

Guam 

0.038 

1,448,615 

Puerto  Rico 

1.313 

49,885,598 

Trust  Territory 

0.039 

1,476,121 

Northern  Marianas 

0.011 

420,938 

American  Samoa 

0.009 

332,782 

Virgin  Islands 

0.053 

2,000,706 

Total  States  and 
Territories 


100.000% 


$3,800,000,000 
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SOCIAL  SERVICES-BASIC  TITLE  XX  PROGRAM 
FEDERAL  SHARE  OF  STATE  EXPENDITURES 


1981               ~  1982 
1980        1/             Revised  Revised  2/ 
 Actual  Estimate  Request 

Total  57 

"States"         $2,691,100,000  $2,716,100,000 


Alabama 

42,642,000 

46,332,057 

Alaska 

4,703,000 

4,989,797 

Arizona 

26,533,000 

29,146,356 

Arkansas 

24,776,000 

27,066,241 

California 

253,037,000 

276,036,044 

Colorado 

30,266,000 

33,058,950 

Connecticut 

35,917,000 

38,370,669 

Delaware 

6,705,512 

7 ,218,490 

D.C. 

7,974,000 

8,345,218 

Florida 

97,674,000 

106,407,722 

Georgia 

53,336,000 

62,948,204 

Hawaii 

10,308,682 

11,106,321 

Idaho 

9,903,000 

10,871,071 

Illinois 

129,951,000 

139,206,659 

Indiana 

59,463,262 

66,538,876 

Iowa 

33,270,000 

35,857,199 

Kansas 

26,880,000 

29,072,066 

Kentucky 

38,862,000 

43,310,939 

Louisiana 

45,312,000 

49,105,542 

Maine 

12,538,000 

13,508,358 

Maryland 

47,831,000 

51,297,090 

Massachusetts 

66,818,000 

71,491,528 

Michigan 

105,497,000 

113,774,792 

Minnesota 

45,936,000 

49,625,570 

Mississippi 

23,364,479 

29,765,437 

Missouri 

55,482,000 

60,174,719 

Mont  ana 

8,794,000 

9,719,579 

Nebraska 

18,039,000 

19,377,250 

Nevada 

6,708,162 

8,171,875 

New  Hampshire 

9,811,000 

10,784,400 
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SOCIAL  SERVICES-BASIC  TITLE  XX  PROGRAM — cotit inued 


1981  1982 
1980    1/            Revised  Revised 
Actual  Estimate  Request  ~ 


New  Jersey 

4  flA 

^  AO 
,507 

5o.n 
,530 

6  on 

9  ?u 

Tin 

1  OQ 
,  170 

New  Mexico 

1 J 

759 
»  '5Z 

nnn 

nnft 

5"*5 
,505 

new  lutK 

207 

1 

>  iJ5 

000 

7AQ 

1  57 
,  15/ 

North  Carolina 

O  J 

ftAft 

,  uuu 

ftQ 
07 

n^o 

^Aft 

North  Dakota 

7 

,546 

,000 

8 

,u72 

,822 

Ohio 

663 

966 

133 

non 
,U7U 

,  154 

Oklahoma 

0.  ? 
JZ 

Aft  5 
,  40  5 

nnn 

^5 

j  j 

ft  5Q 
,057 

nni 
,U7  J 

Oregon 

97 

A5ft 

nnn 
,  uuu 

^n 

9ftn 

7ni 

,  /Ul 

Pennsylvania 

1  99. 

ft9Q 

,-511 

14j 

AftA 

,404 

1  A  5 
,  145 

Rhode  Island 

i  n 

ans 

,OU5, 

nnn 
,  uuu 

1  I 

57ft 
,5/0 

R9  9. 

South  Carolina 

33 

,236 

,000 

36 

,129 

,595 

South  Dakota 

7 

,962, 

,000 

8 

,543 

,324 

Tennessee 

AO 

47 

ton 

,680; 

,  UUU 

55 

OA  ft 
,740 

7  CO 

Texas 

\  Aft 

140 

ft!  A 

,81b. 

/■Oft 

1  ft  1 
10  1 

1  9.A 

5  OA 

,524 

Utah 

14 

.653 

,000 

16 

,182 

790 

Vermont 

5; 

,099, 

,573 

6 

,029 

,853 

Virginia 

59 

,341J 

,000 

63 

,740 

,628 

Washigton 

42 

,273, 

,000 

46 

,728 

,269 

West  Virginia 

21. 

,483, 

,000 

23 

,029 

,831 

Wisconsin 

53 

,784, 

,000 

57 

,933 

,644 

Wyoming 

4: 

,229, 

,330 

5 

,249 

,810 

American  Samoa 

Guam 

123, 

,419 

500 

,000 

Puerto  Rico 

22, 

,233, 

,519 

15 

,000 

,000 

Trust  Territory 

of  Pacific 

Islands 

Virgin  Islands 

521, 

,000 

500 

,000 

Northern  Mariana 

Islands 

100 

,000 
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SOCIAL  SERVICES-BASIC  TITLE  XX  PROGRAM — cont inued 


1981  1982 
1980    1/           Revised  Revised 
Actual  Estimate  Request  — 1 


Prior  Year  Awards        +$163,210,348  +$28,010,481 

Subsequent  Year 

Awards  +$28,010,481  -$28,010,481 


1/    Includes  $216  million  supplemental  appropriation — $181 
million  for  prior  year  claims,  $19  million  for  anticipated 
acceleration  of  1980  claims,  and  $16  million  for  the 
Territories  under  P.L.  96-272. 


21  This  program  is  being  terminated.    Similar  activities  may 
be  carried  out  under  the  proposed  Social  Services  Block  Grant. 
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CHILD  DAY  CARE  SERVICES 
FEDERAL  SHARE  OF  STATE  EXPENDITURES 


1981  1982 
Levised  Revisec 
Actual  Estimate  Request 


1980    1/  Revised  Revised  ^/ 


Total  57 

"States"  $222,000,000  $200,000,000 


A 1 ab  ama 

1,892, 737 

3,432,004 

Alaska 

359,437 

369,614 

Arizona 

2,050,640 

2,158,989 

Arkansas 

1,982,081 

2,004,907 

California 

325,088 

20,447,115 

Colorado 

2,448,811 

Connecticut 

325,478 

2,842,272 

Delware 

— 

534,703 

D.C. 

637,920 

618,164 

Florida 

7,813,920 

7,882,054 

Georgia 

3,448,002 

4,662,829 

Hawaii 

822,691 

Idaho 

55,405 

805,264 

Illinois 

10,311,604 

Indiana 

4,928,806 

Iowa 

2,662,200 

2,656,088 

Kansas 

2,150,400 

2,153,486 

Kentucky 

3,208,218 

Louisiana 

1,000,000 

3,637,447 

Maine 

1,003,040 

1,000,619 

Maryland 

3,826,480 

3,799,785 

Massachusetts 

4,970,957 

5,295,668 

Michigan 

8,427,762 

Minnesota 

3,675,969 

Mississippi 

2,204,847 

Missouri 

4,438,560 

4,457,386 

Montana 

719,969 

Nebraska 

1,443,120 

1,435,352 

Nevada 

605,324 

New  Hampshire 

798,844 

993   O— 80  50 
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CHILD  DAY  CARE  SERVICES  -  continued 


1981  1982 
1980  1/  Revised  Revised 

Actual  Estimate  Request 


2/ 


New  Jersey  $  6,775,680  $  6,720,015 

New  Mexico  1,100,160  1,111,595 

New  York  12,865,000  16,277,716 

North  Carolina  5,107,804  5,114,989 

North  Dakota  —  597,987 

Ohio  9,858,528 

Oklahoma  2,558,800  2,641,414 

Oregon  1,445  2,241,535 

Pennsylvania  —  10,776,603 

Rhode  Island  37,814  357,543 

South  Carolina  —  2,676,266 

South  Dakota  —  632,839 

Tennessee  1,720,461  3,996,056 

Texas  11,861,360  11,935,891 

Utah  1,172,240  1,198,725 

Vermont  —  -446,656 

Virginia  4,747,280  4,721,528 

Washington  3,381,840  3,461,353 

West  Virginia  1,695,595  1,705,913 

Wisconsin  —  4,291,381 

Wyoming  —  388,876 
American  Samoa 

Guam  —  — 
Puerto  Rico 
Trust  Territory 
of  Pacific 
Islands 


Virgin  Islands 
Northern  Mariana 
Islands 
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CHILD  DAY  CARE  SERVICES  -  continued 


1981  1982 
1980    1/            Revised              Revised  2/ 
Actual  Estimate  Request  ~ 


Prior  Year  Awards    +$    22,651,389  +$105,937,667 

Subsequent  Year 

Awards  +105,937,667  -105,937,667 


1/  Includes  $222  million  supplemental  appropriation  -  $22 
million  for  prior  year  claims  and  $200  million  under  P. L. 96-272. 

2/  This  program  is  being  terminated.     Similar  activities  may 
be  carried  out  under  the  proposed  Social  Services  Block  Grant. 
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STATE  AND  LOCAL  TRAINING  (TITLE  XX) 
FEDERAL  SHARE  OF  STATE  EXPENDITURES 


1981  1982 
1930    i/          Revised  Revised 
Actual  Estimate  Request 


Total  57 


"States" 

$  95,000,000 

$75,000,000 

Alabama 

437,451 

1,045,846 

Alaska 

109,077 

112,634 

Arizona 

1,085,050 

1,011,199 

Ar kans  as 

California 

3,855,302 

6,230,915 

Colorado 

617,045 

746,234 

Connecticut 

5, 139 j 945 

5,^982,121 

Delware 

134,016 

162,942 

234  438 

188  375 

Florida 

1.705J18 

2,401^924 

Georgia 

1,272,808 

1,450,394 

Hawaii 

116,294 

250,701 

Idaho 

223,779 

245,391 

Illinois 

682,366 

3,142,239 

Indiana 

90,741 

1,501,971 

Iowa 

622,919 

809,399 

Kansas 

607,408 

656,239 

Kentucky 

1,024,415 

1,387,370 

Louisiana 

1,153,433 

1,108,451 

Maine 

550,267 

633,028 

Maryland 

1,080,838 

1,157,921 

Massachusetts 

2,121,463 

1,951,108 

Michigan 

1,952,571 

2,568,219 

Minnesota 

1,036,209 

1,120,190 

Mississippi 

663,724 

708,746 

Missouri 

1,167,304 

1,358,314 

Mont  ana 

362,882 

619,105 

Nebraska 

407,628 

437,399 

Nevada 

136,957 

184,462 

New  Hampshire 

103,090 

243,435 
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STATE  AND  LOCAL  TRAINING  (TITLE  XX)  -  continued 


1981  1982 
1980    1/           Revised  Revised2/ 
Accual  Estimate  Request"" 


New  Jersey 

^  i 

9  1 

Q  Q  /■     7  1  £ 

, ojQ , / JO 

4      0    rw.  7  010 
9      Z  , /  ,  o  L  Z 

New  Mexico 

JOO  ,JJ/ 

wew  I  OCR 

7 

North  Carolina 

2 

,141,602 

2,131,646 

North  Dakota 

256,681 

281,369 

Ohio 

i 

/,  CI     £1  A 

,fOZ  ,  OiU 

■5  ,        ,  III 

unianoma 

1CA       C  Q  /. 

/  34- ,  5o4 

on/.     Q  O  7 

oU*f  ,7  27 

Oregon 

OoJ , U/U 

Pennsy lvania 

i 

71  Q  ^nA 

j ,  zo j ,  yey 

Rhode  Island 

jjU , Z jo 

4>U  1 ,  /  /  0 

South  Carolina 

599,337 

815,548 

South  Dakota 

179,917 

192,847 

Tennessee 

785,299 

1,217,731 

Texas 

4 

,673,415 

4,745,224 

Utah 

635,448 

598,652 

Vermont 

284,888 

353,839 

Virginia 

1 

,547,102 

1,438,806 

Washington 

1 

,072,477 

1,240,762 

West  Virginia 

1 

,244,308 

1,249,833 

Wisconsin 

1 

,244,619 

1,307,727 

Wyoming 

284,584 

285,847 

American  Samoa 

Guam 

Puerto  Rico 

Trust  Territory 

of  Pacific 

Islands 

Virgin  Islands 
Northern  Mariana 
Islands 
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STATE  AND  LOCAL  TRAINING  (TITLE  XX)  -  continued 


...  1981  1982 
1980    1/            Revised  Revised  2/ 

Actual  Estimate  Request  ~ 


Prior  Year  Awards       +$22,080,019  -$12,974,103 

Subsequent  Year 

Awards  +$12,974,103  +$12,974,103 


1/    Includes  $20  million  supplemental  appropriation  for  prior 
year  claims. 


21  This  program  is  being  terniated.  Similar  activities  may  be 
carried  out  under  the  proposed  Social  Services  Block  Grant. 
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Foster  Care 


FY  1981  FY  1982 

Revised  Revised 


Estimate 

Alabama 

$  1,713,000 

Alaska 

972,000 

Arizona 

600,000 

Arkansas 

375,000 

California 

42,053,000 

Colorado 

1,854,000 

Connecticut 

2,220,000 

Delaware 

532  000 

Dist.  of  Col. 

444,000 

Florida 

3,558,000 

Georgia 

2,055,000 

Hawaii 

24,000 

Idaho 

338,000 

Illinois 

5,165,000 

Indiana 

1,459,000 

Iowa 

1,247,000 

Kansas 

3,547,000 

Ks  n  t  uclcy 

1,989,000 

Louisiana 

3,724,000 

Main 

2,410,000 

Maryland 

3,314,000 

Massachusetts 

3,741,000 

Michigan 

14,583,000 

Minnesota 

3,447,000 

Mississippi 

1,287,000 

Missouri 

723,000 

Montana 

609,000 

Nebraska 

971,000 

Nevada 

446,000 

New  Hampshire 

718,000 

New  Jersey 

1,100,000 

Mew  Mexico 

96,000 

New  York 

152,767,000 

North  Carolina 

2,579,000 

North  Dakota 

600,000 

Ohio 

3,354,000 

Oklahoma 

1,304,000 

Oregon 

4,480,000 

Pennsylvania 

50,031,000 

Road  Island 

393,000 

790 


FY  1981  1982 
Revised  Revised 
Estimate  Request  1/ 


South  Carolina  703,000 

South  Dakota  497,000 

Tennessee  2,547,000 

Texas  6,536,000 

Utah  807,000 

Vermont  506,000 

Virginia  2,871,000 

Washington  3,045,000 

West  Virginia  1,139,000 

Wisconsin  7,617,000 

Wyoming  112,000 

Total  $349,202,000 


1/  This  program  is  being  terminated.    Similar  activities  may  be 
carried  out  under  the  proposed  Social  Services  Block  Grant. 


"I 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Human  Development  Services 
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Appropriation  Estimate  !■/ 
Human  Development  Services 
For  carrying  out  except  as  otherwise  provided,  sections  426,  1110, 
and  1115  of  the  Social  Security  Act,  the  Older  Americans  Act  of  1965, 
[as  amended,  the  Child  Abuse  Prevention  and  Treatment  Act,  title  II  of 
Public  Law  95-266  (Adoption  Opportunities),  the  Runaway  Youth  Act,  the 
Community  Services  Act  of  1974,  as  amended,  sections  106,  107,  and  306 
of  the  Comprehensive  Employment  and  Training  Act  of  1973,  and  the  Develop- 
mental Disabilities  Services  and  Facilities  Construction  Act,  as  amended, 
$1,725,533,000  of  which  $6,000,000  shall  be  available  for  title  VI  of  the 
Older  Americans  Act  of  1965,  as  amended,  $43,181,000  shall  be  for  grants 
under  part  C  of  the  Developmental  Disabilities  Services  and  Facilities 
Construction  Act,  $7,500,000  shall  be  for  section  113  of  such  Act,  and 
$3,000,000  to  remain  available  until  expended  shall  be  for  the  White  House 
Conference  on  Aging.]  2/3/  part  A  of  the  Head  Start  -  Follow  Through  Act, 
and  the  Native  American  Programs  Act  of  19  74,  4-/  $1,846,468,000. 

Explanation  of  Language  Changes 

\J  The  appropriation  for  this  account  for  1981  had  not  been  enacted 
at  the  time  this  budget  was  prepared.     The  1981  amounts  shown  in 
this  document  are  annualized  based  upon  a  continuing  resolution 
(Public  Law  96-536)  in  effect  through  June  5,  1981. 

2]  Authorities  for  these  categorical  programs  are  being  deleted  under  the 
proposed  Social  Services  Block  Grant. 

_3/  Language  for  the  White  House  Conference  on  Aging  is  deleted. 

The  amount  of  $3  million  was  made  available  in  fiscal  year  1981. 
No  additional  funds  are  requested. 
4/  These  authorities,  formerly  authorized  under  the  Community  Services 
Act  of  1974,  will  be  proposed  as  freestanding  legislation. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
OFFICE  OF  HUMAN  DEVELOPMENT  SERVICES 

HUMAN  DEVELOPMENT  SERVICES 
Amounts  Available  for  Obligation 


1981  1982 
1980  Revised  Revised 

Actual  Estimate  Request 

Appropriation.   $2,559,812,000  $1,442,306,000  $1,846,468,000 


Real  transfer  from: 
"Grants  to  States  for 
Social  and  Child 
Welfare  Services" 

Appropriation   66,150,000  163,550,000 

Real  transfers  to: 
Department  of  Education: 
Office  of  Special 
Education  and  Rehabilita- 
tion Services, 
"Rehabilitation  Services 
and  Handicapped 
Services'.1  

Departmental  Management: 
"Salaries  and  Expenses".. 

Assistant  Secretary  for 
Civil  Rights: 
"Salaries  and  Expenses" 

Comparative  transfers  to: 
Department  of  Education: 
Office  of  Special 
Education  and  Rehab- 
ilitation Services 
"Rehabilitation 
Services  and  Handicapped 
Services"  

Departmental  Management: 
"Salaries  and  Expenses". 

Assistant  Secretary  for 
Civil  Rights  "Salaries 
and  Expenses'.'  


-238,951,000 

-  5,899,000 

483,000 

-692,168,000 

-  7,732,000 

517,000 
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1981  1982 
1980                   Revised  Revised 
Actual  Estimate  Request 

Comparative  transfers  from: 
Social  Security 
Adminis  tration : 

"Office  of  Family 

Assistance"  -  for  foster 

care  and  adoption 

program  funds   263,000,000  283,000,000 


"Limitation  on  Admin- 
istration Expenses"  -  for 
support  of  the  foster 
care  and  adoption 

program   19,000  227,000 


Subtotal,  adjusted  budget 

authority   1,943,231,000       1,889,083,000  1,846,468,000 


Fiscal  Year  1981 
Proposed  Supplemental. .    1,420,000 

Proposed  Rescission. .. .    -10,100,000 


FY  1981  Revised  Estimate    1,880,403,000 


Receipts  and  reimbursements 
from: 

"Trust  Funds"        

Recovery  of  prior  year 

obligations   260,000     

Unobligated  balance  Start 

of  year   7,219,000              5,432,000  2,469,000 

Unobligated  balance 

lapsing   -3,981,000 

Unobligated  balance 
tranferred  to  other 

accounts   -1,795,000     
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1981  1982 

1980                 Revised  Revised 

Actual  Estimate  Request 

Unobligated  balance,  end  of 

year                                                    -5,432,000            -2,469,000  -211,000 


Total,  obligations 


$1,939,502,000      $1,883,366,000  $1,848,726,000 
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Summary  of  Changes 

1981  Revised  estimate 

1982  Revised  request. 
Net  Change  


$  1,880,403,000 
1,846,468,000 
-  33,935,000 


1981  Revised  Base        Change  from  Base 

Increases: 
A.  Built-in; 

1.  Increases  associated  with 
Standard  Level  Users 

Charge  (rent)   $      3,692,000  +  $  700,000 

2.  Increases  associated  with 
higher  rates  for  operating 
costs  such  as  FTS  and 

telephone   1,350,000  +  125  ,  000 

3.  Amount  associated  with 
increase  in  the  number  of 
full-time  equivalents 
supported  within  current 
authorized  position 

levels   50,471,000  +  1,400,000 


Subtotal,  Built-in 
Increases     +  2,225,000 

B.  Program: 

1.  Amounts  associated  with 
maintaining  current 
national  enrollment 
levels  and  restoring 
quality  of  Head  Start 

programs   820,000,000  +  130,000,000 

2.  Amount  associated  with 
the  consolidation  of 
existing  service  programs 
for  the  Aging  into  the 
new  Grants  for  State  and 
Community  Activities, 
including  $95,480,000  previously 
available  in  the  Department 

of  Agriculture     +  692,480,000 
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1981  Revised  Base       Change  from  Base 

3.  Amount  associated  with 
the  consolidation  of 
existing  Aging  discretionary 
activities  into  the  new 
Training,  Research,  and 

Discretionary  Projects   $    +  23,200,000 

4.  Amount  associated  with 
the  consolidation  of 
existing  Human  Development 
discretionary  activities 
into  the  new  Social 
Services  Discre tionary 
Activities  program  including 
$26,250,000  previously 
available  in  the  Department 

of  Education     +  60,750,000 


Subtotal,  Program  Increases..    +  906,430,000 


Total,  Increases     +  908,655,000 


Decreases : 

A.  Built-in: 

Non-recurring  costs 
associated  with  the  White 

House  Conference  on  Aging   3,000,000  -  3,000,000 

B.  Program: 

1.  Termination  of  Child  Welfare 
Research  and  Demonstration 
Program;  similar  activities 
may  be  carried  out  under 
the  new  Social  Services 
Discretionary  Activities 

Program   12,000,000  -  12,000,000 
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2.  Termination  of  Child  Abuse 
and  Neglect  Program;  similar 
activities  may  be  carried 
out  under  the  Social  Services 
Block  Grant  and  the  Social 
Services  Discretionary 
Activities  Programs  

3.  Termination  of  the  Runaway 
Youth  Program;  similar 
activities  may  be  carried 
out  under  the  Social 
Services  Block  Grant  and 
the  Social  Services  Discre-^ 
tionary  Activities  Programs . . . 

4.  Termination  of  the  Child 
Welfare  Training  Program; 
similar  activities  may  be 
carried  out  under  the 
Social  Services  Block 

Grant  Program  

5.  Termination  of  the 
Adoption  Opportunities 
Programs;  similar  activities 
may  be  carried  out  under  the 
Social  Services  Discretionary 
Activities  Programs  

6.  Termination  of  the  Child 
Welfare  Services  Program; 
similar  activities  may  be 
carried  out  under  the  Social 
Services  Block  Grant 
Program  


45 

1981  Revised  Base  Change  from  Base 


22,928,000  -  22,928,000 


11,000,000  -  11,000,000 


5,600,000  -  5,600,000 


5,000,000  -  5,000,000 


163,550,000  -  163,550,000 


7.  Reduction  associated  with  the 
consolidation  of  the  Aging 
Social  Services  and  Centers 
Program;  similar  activities 
may  be  carried  out  under  the 
Grants  for  State  and  Community 

Activities   247,000,000  -  247,000,000 


78-993   O— 80  51 


800 


1981  Revised  Base        Change  from  Base 

8.  Reduction  associated  with 
the  consolidation  of  the 
Aging  Nutrition  Program; 
similar  activities  may 
carried  out  under  the 
Grants  for  State  and 

Community  Activities   350,000,000         -  350,000,000 

9.  Reduction  associated  with 
the  consolidation  of  the 
Aging  Training  Program; 
similar  activities  may  be 
carried  out  under  the 
Training,  Research  and 
Discretionary  Projects 

consolidation   14,000,000         -  14,000,000 


10.  Reduction  associated  with 
the  consolidation  of  the 
Aging  Research  Program;  similar 
activities  may  be  carried  out 
under  the  Training,  Research 
and  Discretionary  Projects 

consolidation   6,000,000         -  6,000,000 


11.  Reduction  associated  with 
the  consolidation  of  the 
Aging  Discretionary  Program; 
similar  activities  may  be 
carried  out  under  the 
Training,  Research  and 
Discretionary  Projects 

consolidation   22,500,000         -  22,500,000 


12.  Reduction  associated  with 
the  consolidation  of  the 
Aging  Multidisciplinary 
Centers;  similar  activities 
may  be  carried  out  under  the 
Training,  Research,  and 
Discretionary  Projects 

consolidation   3,000,000         -  3,000,000 


13.  Reduction  of  amount  associated 
with  the  Federal  Council  on 
Aging;  Council  will  act  in 
advisory  capacity  only  

14.  Termination  of  the  National 
Clearinghouse  on  Aging  


481,000         -  281,000 

(-  6  pos.) 

2,000,000         -  2,000,000 
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1981  Revised  Base  Change  from  Base 

15.  Termination  of  the 
Developmental 
Disabilities  State  Grants 
and  Advocacy  Program; 
similar  activities  may 
be  carried  out  under 
the  Social  Services 

Block  Grant  Program   50,681,000  -  50,681,000 


16.  Termination  of  the 
Developmental 
Disabilities  Special 
Projects  Program; 
similar  activities  may 
be  carried  out  under 
the  Social  Services 
Discretionary 
Activities  Program  

17.  Termination  of  the 
Developmental 
Disabilities  University 
Affiliated  Facilities 
Program;  similar 
activities  may  be  carried 
out  under  the  Social 
Services  Discretionary 
Activities  Program  

18.  Termination  of  the 
Social  Services  Research 
Program;  similar 
activities  may  be  carried 
out  under  the  Social 
Services  Discretionary 
Activities  Program  

19.  Reduction  in  Financial 
Assistance  Grants 
Activities  in  the  Native 
American  Program  

20.  Reduction  in  the  Training 
and  Technical  Assistance 
Activities  in  the  Native 
American  Program  

21.  Reduction  in  the  Research 
activities  of  the  Native 
American  Program  


3,500,000  -  3,500,000 


7,000,000  -  7,000,000 


3,750,000  -  3,750,000 


29,000,000  -  2,700,000 


3,100,000  -  2,100,000 


1,700,000  -  1,000,000 
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1981  Revised  Base  Change  from  Base 

Net  reduction  of  205 
positions  and 
$4  million  associated 
with  the  Social 
Services  Block  Grant; 
Total  reduction  of 
$5  million  offset  by 
$1  million  of  costs 
such  as  severance  pay, 
lump  sum  payments  for 
annual  leave  and  re- 


5,000,000 

-  4,000,000 

(-205  pos.) 

Subtotal,  Program  Decreases 

-939,590,000 

(-211  Pos.) 

-942,590,000 

(-211  Pos.) 

Net  Change. . . . 

-  33,935,000 

(-211  Pos.) 
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Authorizing  Legislation 


1981  1981 
Amount  Revised 
Authorized  Estimate 


1982  1982 
Amount  Revised 
Authorized  Request 


Human  Development 
Services : 

1.  Administration  for 
Children,  Youth 
and  Families 

a.  Head  Start: 
Title  V,  Part 
A,  Section 
512  of  the 
Community 
Services  Act 
of  1974,  as 

amended  Indefinite  $820,000,000         1/8/  $950,000,000 

b.  Research "and 
Demons  t  ra  t  ion : 
Section  426 

of  the  Social 

Security  Act. .. .Indefinite      12,000,000  Indefinite   

c.  Child  Abuse: 

(1)  Section  5 
(a)  of  the 
Child  Abuse 
and  Pre- 
vention Act 
of  .1974,  as 

amended  30:000,000      18,928,000  1/ 

(2)  Sexual  Abuse 


Centers 
Section  5, 
subsection 
(b)(1)  of 
the  Child 
Abuse 

Prevention 
and  Treatment 
and  Adoption 
Reform  Act  of 


1978 


4,000,000  4,000,000 


1/ 
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Authorizing  Legislation 

1981  1981  1982  1982 

Amount  Revised         Amount  Revised 

Authorized    Estimate       Authorized  Request 

d.  Runaway  and 
Homeless 
Youth : 
Title  III 

Part  D,  Section 
341  of  the 
Juvenile 
Justice  and 
Delinquency 
Act  of  1974, 

as  amended   25,000,000      -11,000,000  25,000,000 

e.  Child 
Welfare 
Training : 
Section  426 
of  the  Social 

Security  Act .. .  Indefinite       5,600,000  Indefinite   

f.  Adoption 
Opportunities 
Title  II, 
Section  205 
of  the  Child 
Abuse  Prevention 
and  Treatment 
and  Adoption 
Reform  Act 

of  1978   Indefinite        5,000,000  1/ 

g.  Day  Care 
Project  Title 
V,  Part  D, 
Section  583 
of  the 
Community 
Services  Act 
of  1974,  as 

amended   Indefinite    1/   

h.  Child  Welfare 
Services 

'  (Social  Security 
Act,  Title  IV, 
Part  B,  Section 

420)   266,000,000  163,550,000  266,000,000 


811 


59 


Authorizing  Legislation 


1981  1981  1982  1982 

Amount  Revised         Amount  Revised 

Authorized    Estimate       Authorized  Request 


Administration  on 
Aging  (The  Older 
Americans  Act 
of  1965,  as 
amended) 

a.  State  Agency 
Activities 
Title  III, 
Section  303(a) . 

b .  Grants  for 
State  and 
Community 
Activities  


3/ 


Not 

authorized 


22,675,000 


1/ 


2/ 


22,675,000 


692,480,000 


Area  Agency 
Services  and 
Centers  Title 
III,  Section 


1/ 


303(a)   480,000,000  247,000,000 

d.  Nutrition 

(1)  Congregate 
Meals  Title 
III,  Section 

303(b)(1)   400,000,000  295,000,000 

(2)  Horned- 
delivered  meals 
Title  III,  Sec. 

303Cb)C2)...,.  120,000,000  55,000,000 

e.  Grants  to 
Indian  Tribes: 
Title  VI, 
Section  608 

(a)   Indefinite  6,000,000 

f.  Training, 
Research,  and 
Discretionary 
Programs:  A/ 
Title  IV, 
Section  451 

(a)   Indefinite  45,500,000 


1/ 


1/ 


1/ 


1/ 


-  2/ 


—  2/ 


2/ 


6,000,000 


1/ 


23,200,000 
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Authorizing  Legislation 


8.  Federal 
Council  on 
Aging  Title 
II,  Section 
205(h)  

h.  National 
Clearinghouse 
on  Aging: 
Title  II, 
Section  204 
(a)  

i.  Projects  for 
the  Home- 
bound  Elderly, 
Blind  and 
Disabled: 
Title  IV, 
Section  421(c) 
(2)  

j .  Multipurpose 
Senior  Center 
Insurance  Fund : 
Title  IV, 
Section  431(h) 
(5)  

Developmental 

Disabilities 

(Developmental 

Disabilities 

and  Facilities 

Construction 

Act ,  as  amended) 

a.  State  Grants 
and  Advocacy: 
Section  113 
and  131  

b.  Special 
Projects : 
Section  145 . . . 

c.  University 
Affiliated 
Facilities : 
Section  113. . . 


1981  1981 
Amount  Revised 
Authorized  Estimate 


1982  1982 
Amount  Revised 
Authorized  Request 


Indefinite        481,000  7/      1/  200,000 


Indefinite    2,000,000  1/ 


Indefinite   1/ 


Indefinite    1/ 


90,000,000  50,681,000  1/ 
26,000,000    3,500,000  1/ 

16,000,000    7,000,000  1/ 
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Authorizing  Legislation 


1981  1981 
Amount  Revised 
Authorized  Estimate 


1982  1982 
Amount  Revised 
Authorized  Request 


4.  Social  Services 

Research: 
Section  1110 
and  1115  of 
the  Social 

Security  Act. . .Indefinite         3,750,000  Indefinite   

5.  Social  Services 
Discretionary 
Activities : 
Section  426 
1110,  and  1115 
of  the  Social 

Security  Act  .Indefinite    Indefinite  60,750,000 

6 •  Administration 
for  Native 
Americans : 
Title  VIII  of 
the  Community 
Services  Act 
of  1974,  as 

amended   Indefinite       33 , 800 , 000         1/8/       28 , 000 , 000 

7.  White  House 
Conference 
on  Aging: 
Section  207 
of  the  1981 
White  House 
Conference 
on  Aging 

Act  ...Indefinite         3,000,000  Indefinite   

8.  Program 
Direction 
(Salaries 
and  Ex- 

Penses)  Indefinite       64,938,000    Indefinite    63, 163,000 

Total  Appropriation. .    $1,880,403,000    $1,846,468,000 

Total  Appropriation. .  $855,659,000   

against  definite 

authorizations..  $1,457,000,000  $291,000,000 
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1/  Authorizing  legislation  expires  September  30,  1981. 

2/  Reauthorizing  legislation  proposes  to  consolidate  Title  III  B 
and  III  C. 

3/  Title  III  authorizes  all  social  and  nutrition  services,  state 
and  area  agency  activities,  and  senior  centers. 

jt/  Title  IV  authorizes  such  sums  as  may  be  necessary  for  training, 
research,  discretionary  programs,  and  multldisciplinary  centers 
of  gerontology.    The  reauthorization  proposes  consolidation  of 
appropriations  for  Title  IV  into  a  single  line  item. 

5/  Includes  a  proposed  supplemental  of  $1,420,000  contained  in  the 
President's  budget  for  pay  raise  costs. 

j6/  Includes  a  proposed  rescission  of  $10  million  contained  in  the 
President's  budget. 

Tj  Includes  a  proposed  rescission  of  $100,000  contained  in  the 
President's  budget. 

8/  A  simple  reauthorization  will  be  proposed  as  freestanding 
legislation. 
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Office  of  Human  Development  Services 


Budget 

Estimate              House  Senate 

Year         to  Congress  Allowance  Allowance  Appropriation 

1973  1/      739,489,000           795,279,000  930,754,000  873,641,000 

1974  1/      839,025,000           822,325,000  867,725,000  849,835,000 

1975  1/      809,397,000           922,622,000  981,022,000  1,040,361,000 

1976  1/  1,031,115,000           933,457,000  722,272,090  1,032,262,000 

1977  1/  1,035,903,000       1,294,328,000  1,307,028,000  1,297,928,000 

1978  1,366,718,000       1,299,148,325  1,631,018,000  1,616,744,000 

1979  1,688,709,000        1,711,209,000  2/  1,709,209,000  3/    1,711,209,000  2/ 

1980  31  1,811,949,000       1,916,967,000  1,973,088,000  1,943,231,000 

1981  2,168,913,000        2,175,083,000    4/  2,194,083,000 

Rescission  Pending  -  10,100,000 

1982  1,846,468,000  5/ 


1/  Information  was  not  available  to  reflect  the  transferred  activity  from 
SRS  to  HDS  in  this  year. 

2/  $5  million  was  appropriated  for  Adoption  Opportunities,  the  remainder 
authorized  under  a  continuing  resolution  for  FY  1979  and  a  1979 
supplemental  appropriation. 

3/  Reflects  the  transfer  of  RSA  and  NIHR  to  the  Department  of  Education 
in  1980.    Prior  years  are  comparable. 

4/  The  Senate  did  not  act. 

5/  A  comparable  table  prior  to  1982  is  not  available. 


78-993   O— 80  52 
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OFFICE  OF  HUMAN  DEVELOPMENT  SERVICES 


1981  1982 

Revised                 Revised  Increase  or 
 Estimate  Request  Decrease 

1.  Administration  for 
Children,  Youth  and 

Families   $1,040,078,000      $      950,000,000      -$  90,078,000 

2.  Administration  on  Aging.  673,656,000  1/       744,555,000     +  70,899,000 

3.  Administration  for 
Developmental 

Disabilities   61,181,000    -  61,181,000 

4.  Social  Services 

Research   3,750,000    -  3,750,000 

5 .  Administration  for 

Native  Americans   33,800,000              28,000,000      -  5,800,000 

6.  Social  Services 
Discretionary 

Activities     60,750,000     +  60,750,000 

7.  White  House 

Conference  on  Aging   3,000,000    -  3,000,000 

8.  Program  Direction   64,938,000  2/         63,163,000     -  1,775,000 

(Positions)  (1,507)  (1,296)  (  -211) 


Total,  budget  authority. .$  1,880,403,000     $    1,846,468,000    -$  33,935,000 

1/  Includes  a  proposed  rescission  of  $10,100,000  contained  in  the  President's 
budget. 

2]  Includes  a  proposed  supplemental  of  $1,420,000  contained  in  the  President's 
budget  for  pay  raise  costs. 
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General  Statement 


The  Office  of  Human  Development  Services  provides  a  wide  range  of  services 
to  special  populations,  including:  children,  older  Americans,  and  Native 
Americans. 

The  Administration  for  Children,  Youth  and  Families  will  continue  to 
administer  the  Head  Start  program  which  provides  comprehensive  developmental 
services  designed  to  improve  the  quality  of  life  for  children  and  their 
families.    Emphasis  in  1982  will  be  on  maintaining  the  enrollment  level 
of  374,300  children  and  on  restoring  or  improving  the  quality  of  services. 

The  Administration  on  Aging  will  continue  to  implement  programs  which 
foster  independence  of  the  socially  and  economically  needy  elderly  and 
which  provide  alternatives  to  institutionalization.    In  1982,  resources 
will  be  focused  on  the  most  vulnerable  elderly:  the  chronically  impaired, 
those  over  75,  those  who  are  alone,  and  minorities.    The  reauthorization 
of  the  Older  Americans  Act  proposes  to  consolidate  social  services  and 
nutrition  programs;  as  well  as  consolidating  training,  research  and  discretionary 
activities  in  order  to  provide  States  with  maximum  flexibility  in  providing 
needed  services  and  to  enable  the  Secretary  to  target  discretionary  funds  to 
areas  of  special  need. 

The  Administration  for  Native  Americans  will  continue  to  serve  American 
Indians  and  Alaskan  and  Hawiian  natives  in  order  to  promote  the  goal 
of  social  and  economic  self-sufficiency.    In  1982,  emphasis  will  be  on 
assisting  Native  American  groups  establish  and  maintain  structures  and 
mechanisms  necessary  for  planning  and  the  coordination  of  Federal  and  non- 
Federal  resources. 

A  new  Social  Services  Discretionary  Activity  program  is  proposed  under 
existing  legislation.    This  proposal  is  consistent  with  the  Administration's 
plan  to  reduce  overlapping  and  uncoordinated  authorities  and  to  provide  the 
Secretary  with  maximum  flexibility  in  targeting  activities  to  areas  of  special 
need. 
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ADMINISTRATION  FOR  CHILDREN, 
YOUTH  AND  FAMILIES 


FY  1981  FY  1982 

Revised            Revised  Increase  or 

Estimate  Request   Decrease 

Head  Start  . ..  $  820,000,000  $  950,000,000  +$130,000,000 

Research  and 

Demonstration   12,000,000    -  12,000,000 

Child  Abuse 

and  Neglect   22,928,000    -  22,928,0*00 

Runaway  and 

Homeless  Youth   11,000,000    -  11,000,000 

Child  Welfare 

Training   5,600,000    -  5,600,000 

Adoption 

Opportunities..   5,000,000    -  5,000,000 

Child  Welfare 

Services   163,550,000    -  163,550,000 

Total   $  1,040,078,000  $  950,000,000    -$  90,078,000 


General  Statement 

The  Administration  for  Children,  Youth  and  Families  supports  the  Head  Start 
program  which  is  designed  to  meet  the  developmental  needs  .of  preschool  children 
from  low  income  families.    Emphasis  in  1982  is  on  maintaining  an  enrollment 
level  of  374,300  children  and  on  restoring  or  improving  the  quality  of  services. 

The  State  grant  activities  of  the  programs  administered  by  the  Administration 
for  Children,  Youth  and  Families  in  1981  may  be  carried  out  under  the  proposed 
Social  Services  block  grant. 

The  discretionary  activities  administered  by  the  Administration  for  Children, 
Youth  and  Families  in  1981  are  proposed  for  consolidation  under  the  Social 
Services  Discretionary  Activities  program  and  a  similar  array  of  activities 
may  be  carried  out  under  that  program. 
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Head  Start 


Economic  Opportunity  Act  of  1964,  Title  V,  Parts  A  and  C,  as 
amended.  1/ 


1981 
Current 
Estimate 


Budget 
Authorization  Authority 


1982  Estimate 


Increase 
or 

Decrease 


$820,000,000 


Indefinite 


$950,000,000 


+$130,000,000 


_1/  Authorization  expires  September  30,  1981.     A  reauthorization  will 
be  proposed  as  freestanding  legislation. 

Purpose  and  method  of  operations  —  Head  Start  provides  comprehensive 
developmental  services  designed  to  improve  the  quality  of  life  for 
children  and  their  families.    Intended  primarily  for  preschoolers 
from  low  income  families,  the  program  seeks  to  foster  the  development 
of  children  and  to  enable  them  to  deal  more  effectively  with  both  their 
present  environment  and  later  responsibilities  in  school  and  community 
life.     Head  Start  programs  emphasize  cognitive  and  language  development, 
socioemotional  development,  physical  and  mental  health,  and  parent  in- 
volvement to  enable  each  child  to  develop  and  function  at  his  or  her 
highest  potential.    At  least  ten  percent  of  enrollment  opportunities  in 
each  State  are  made  available  to  handicapped  children. 

Since  its  inception  in  1965,  Head  Start  has  provided  physical'?- dental, 
and  mental  health,  educational,  nutritional  and  social  services  to  over 
7  million  children  and  their  families  throughout    the  United  States 
and  its  Territories.     In  1981,  supported  by  a  budget  of  $820,000,000, 
some  378,500  children,  including  more  than  37,900  handicapped  children, 
participated  in  Head  Start.    Approximately  20%  of  the  nation's  three  to 
five  year  old  children  living  in  poverty  are  served.    Head  Start  services 
are  provided  through  a  nationwide  network  of  1,260  grantees,  serving 
approximately  2,000  communities.     The  program  employs  approximately 
71,^00  persons  in  these  communities,  25%  of  whom  are  parents  of  current 
or  former  Head  Start  children.    Head  Start  is  producing  immediate  effects 
on  the  school  readiness,  cognitive  development  and  initial  school  achieve- 
ment of  its  participants.    Head  Start  provides  a  variety  of  learning  exper- 
iences that  lay  the  framework  for  success  in  elementary  school.     Head  Start 
children  receive  comprehensive  health  services,  including  immunizations  and 
physical  and  dental  exams  and  treatment,  and  hot  meals  to  help  meet  daily 
nutritional  needs.     Technical  assistance  and  training  activities  are 
provided  to  local  program  staff  to  enhance  the  quality  and  effectiveness 
of  the  services  offered.     Head  Start  also  conducts  research  and  demonstration 
programs,  such  as  the  Child  and  Family  Resource  Program  which  is  developing 
and  testing  methods  of  delivery  of  family  oriented  child  development  ser- 
vices using  linkages  with  other  community  resources. 
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Grants  to  carry  out  Head  Start  full  year  and  summer  programs  are 
awarded  to  public  and  private  non-profit  agencies.    Contracts  are 
awarded  in  the  areas  of  research,  demonstration,  technical 
assistance  and  evaluation.    Head  Start's  legislation  includes 
a  formula  which  determines  basic  State  allocations.    The  two 
factors  in  the  formula  are  the  relative  number  of  poor  children 
and  the  number  of  recipients  of  Aid  to  Families  with  Dependent 
Children  in  each  State  as  compared  to  all  States. 

Rationale  for  the  Budget  Request  —  The  1982  budget  level  of 
$950,000,000  will  provide  direct  comprehensive  child  development 
services  to  374,300  preschool  children  and  their  families.  In 
addition,  this  year's  request  will  restore  or  improve  the  quality 
of  Head  Start  projects  in  several  key  areas  that  are  directly 
related  to  child  gains,  such  as  reducing  overcrowding  in  classes, 
improving  projects'  capacity  to  hire  and  retain  qualified  and 
experienced  staff  and  providing  adequate  physical  facilities. 


FY  1981 
Estimate 


FY  1982 
Estimate 


Increase 
or  Decrease 


Full  year  and  Summer 

Head  Start 

(Indian  and  Migrant) 

(Handicapped  Services) 

Evaluation 


$778,000,000  $908,000,000  $+130,000,000 

(55,600,000)  (64,800,000)  (+  9,200,000) 

(39,000,000)  (42,900,000)  (+  3,900,000) 

4,400,000  4,400,000   


Research  and 

Demonstration  10,200,000  10,200,000 

Training  and  Technical 

Assistance  25,000,000  25,000,000 


Special  Handicapped 
Projects 


2,400,000 


2,400,000 


TOTAL 


$820,000,000    $950,000,000  $+130,000,000 
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All  of  the  requested  $130,000,000  funds  increase  will  be  provided 
directly  to  local  Head  Start  projects.    Of  this  amount,  $78,000,000 
will  be  used  to  aid  projects  in  offsetting  higher  operating  costs 
due  to  inflation  so  that  current  levels  of  enrollment  and  program 
quality  can  be  maintained.    This  will  increase  total  funding  for 
local  projects  by  ten  percent.    Enrollment  in  full  year  Head  Start 
projects  will  remain  at  the  1981  level  of  366,300  children.  As 
the  process  of  converting  Summer  Head  Start  projects  to  more 
effective  full  year  operation  is  continued,  Summer  enrollment  will 
fall  from  an  estimated  12,200  children  in  1981  to  an  estimated 
8,000  children  in  1982.    The  small  increase  in  full  year  enrollment 
which  will  result  from  such  conversions  will  be  offset  by  enroll- 
ment losses  in  full  year  projects  in  States  which  are  not  eligible 
for  funding  increases  under  the  statutory  allotment  formula. 


FY  1981 

FY  1982 

Children  in  Full  Year 
Proj ects 

366,300 

366,300 

Average  Cost  per  Child 

$  2,110 

,$  2,469 

Number  of  Classrooms 

19,535 

20,170 

Children  in  Summer  Projects 

12,200 

8,000 

Average  Cost  per  Child 

$  418 

$  460 

In  1982,  there  will  be  continued  emphasis  on  enrolling  children 
with  handicaps,  including  those  with  severe  or  multiple  handi- 
caps.   At  least  ten  percent  of  Head  Start  enrollment,  or  37,400 
enrollees,  will  be  handicapped  children.    Local  programs  will 
continue  to  receive  special  support  to  aid  their  efforts  to  indi- 
vidualize services  and  meet  the  unique  developmental  needs  of 
each  handicapped  child. 

It  is  estimated  that  the  following  numbers  of  staff  and  volunteers 
will  participate  in  Head  Start  projects  in  FY  1981. 
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FY  1981 


FY  1982 


Staff 


Full  Year 
Summer 


71,900 
2,400 


73,170 
1,600 


Volunteers 

Full  Year 
Summer 


494,300 
16,500 


494  ,  300 
10,800 


After  using  $78,000,000  of  the  $130,000,000  funding  increase  to 
offset  higher  operating  costs,  the  remaining  $52,000,000  will  be 
used  to  take  steps  to  restore  and  upgrade  program  quality  in  key 
areas  where  there  have  been  losses  due  to  the  impact  of  inflation. 
Approximately  $14,600,000  of  the  $52,000,000  for  quality  improve- 
ments will  be  used  to  add  635  classrooms  and  1270  related  staff 
to  existing  Head  Start  programs.    This  will  enable  projects  with 
overcrowded  classrooms  to  reduce  average  class  attendance  to 
nearer  the  level  of  15  children  per  class  required  for  sound 
developmental  programs  and  to  improve  staff  .to  child  ratios. 
Currently  one  third  of  all  Head  Start  classes  have  enrollments 
of  20  or  more  children  which  result  in  actual  attendance  in 
excess  of  15  children. 

Approximately  $33,400,000  of  the  $52,000,000  for  quality  Improve- 
ment will  be  used  to  increase  the  salaries  of  Head  Start  teachers, 
classroom  aides  and  other  personnel.    Head  Start  salaries  have 
been  historically  low  both  in  absolute  terms  and  in  comparison 
to  wages  paid  for  comparable  jobs  in  local  communities.  For 
example,  in  1980,  nearly  half  of  Head  Start  employees  earned 
annual  wages  below  $6,230  which  is  the  Federal  poverty  line  for 
a  family  of  three.    Upgrading  staff  salaries  will  improve  the 
overall  quality  of  services  provided  to  Head  Start  children  by 
enabling  projects  to  attract  more  skilled  teaching  staff  and  by 
reducing  currently  high  rates  of  staff  turnover.    After  having 
provided  cost-of-living  adjustments  to  offset  inflation,  the 
$33,400,000  in  new  funds  will  result  in  an  increase  in  spending 
for  salaries. 

The  remaining  $4,000,000  in  increased  funding  will  be  used  for  the 
improvement  of  facilities  to  help  projects  meet  state  and  local 
health  and  safety  standards.    A  number  of  projects  currently  have 
some  degree  of  non-compliance  with  local  codes  or  Head  Start 
regulations.    The  $4,000,000  increase  will  eliminate  the  most 
serious  health  and  safety  problems  which  exist  in  these  centers. 
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In  addition  to  local  program  operations,  Head  Start  will  continue 
a  number  of  training,  research,  demonstration  and  evaluation  ini- 
tiatives in  FY  1982: 


o       Training  and  technical  assistance.    A  variety  of  training 

and  technical  assistance  activities  will  be  directed  toward 
assisting  local  projects  in  meeting  program  performance 
standards  in  component  areas  such  as  education,  social 
services,  parent  involvement,  and  health  services.  Other 
major  efforts  include  continuing  the  Child  Development 
Associate/Head  Start  Supplementary  Training  project,  aimed 
at  improving  the  competence  of  classroom  staff;  assisting 
local  projects  in  improving  services  to  children  enrolled 
in  Head  Start  home-based  programs;  enhancing  bilingual/ 
bicultural  aspects  of  programs;  and  providing  technical 
assistance  and  training  to  improve  services  to  handicapped 
children.    In  addition,  there  will  be  a  continuation  of 
efforts  begun  in  FY  1980  and  FY  1981  to  improve  the  admin- 
istrative and  financial  management  skills  of  staff  employed 
by  local  Head  Start  programs. 

o       Research  and  Demonstration.    Four  research  and  demonstration 
projects  will  be  continued  in  FY  1982.    The  Child  and  Family 
Resource  Program  continues  to  demonstrate  and  develop 
approaches  that  integrate  and  coordinate  a  broad  variety  of 
community  services  to  assist  Head  Start  children  and  their 
families.    The  Child  and  Family  Mental  Health  Project  will 
continue  to  test  and  disseminate  new  ways  of  delivering 
mental  health  services  to  Head  Start  children  by  replicating 
effective  demonstration  models  in  40  Head  Start  programs. 
The  Basic  Educational  Skills  Project,  initiated  in  FY  1978, 
involves  Head  Start  programs  working  in  collaboration  with 
the  public  schools  in  16  communities  nationwide  to  develop 
new  approaches  to  teaching  reading,  writing  and  mathematics 
and  other  basic  skills  to  children  in  kindergarten  through 
grade  four.    The  Head  Start  Family  Initiative  involves  con- 
tinuation of  an  effort  initiated  in  FY  1981  that  broadens 
services  focused  on  Head  Start  children,  parents,  and 
families.    These  efforts  include  special  demonstration  and 
evaluation  activities  in  37  existing  Parent  Child  Centers 
nationwide.    They  also  include  full  day  Head  Start  and 
other  services  to  meet  the  special  needs  of  single  and  two 
parent  working  families  in  Head  Start;  broadened  services 
to  children  from  infancy  through  age  three;  activities  for 
teenage  Head  Start  parents;  and  other  efforts  directed  at 
strengthening  the  total  family. 
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The  FY  1982  projects  are: 

Research  and  Demonstration 

FY  1981  FY  1982 

Child  and  Family  Resource 

Program  $2,100,000  $2,100,000 

Child  and  Family  Mental  Health  500,000  500,000 

Head  Start  Basic  Educational 

Skills  4,200,000  4,400,000 

Family  Initiative  3,000,000  3,200,000 

Project  Developmental  Continuity  400,000   


TOTAL  $  10,200,000      $  10,200,000 

o       Evaluation.    Evaluation  projects  which  assess  the 

effectiveness  of  the  major  research  and  demonstration 
efforts  and  Head  Start  programs-  and  program  components 
will  be  continued  in  FY  1982,  as  will  a  project  which 
is  developing,  measures  for  assessing  the  effects  of 
Head  Start  on  children.    No  new  evaluations  will  be 
started  in  FY  1982.    The  -continuations  in  FY  1982  are: 

FY  1981  FY  1982 

Activity  Estimate  Estimate 

Child  and  Family  Resource  $450,000  $350,000 

Program  Evaluation 

Basic  Education  Skills/  570,000  600,000 

Education  Services  Evaluation 

Head  Start  Health  Services  600,000  600,000 

Evaluation 

Handicapped  Efforts  Survey  100,000  100,000 


Handicapped  Resource  Access  153,000  150,000 

Projects  Evaluation 
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Development  of  Program  1,500,000  2,000,000 

Effects  Measures  for  Children 

Secondary  Analysis  of  Data  200,000  200,000 

from  the  Evaluation  of 
Handicapped  "Mains tr earning" 
Efforts 

Synthesis  and  Utilization  of  200,000  200,000 

Head  Start  Evaluation 

Parent  and  Child  Centers  500,000  200,000 

Evaluation 

Secondary  Evaluation  of  Head  127,000   

Start  Training  and 
Technical  Assistance 


TOTAL 


$4,400,000 


$4,400,000 


826 


75 


Child  Welfare  Research  and  Demonstration 


Social  Security  Act,  Title  IV,  Section  426. 


198.1 

Revised  Estimate 


Revised  Bequest 


1982 


Current  request 


$  12,000,000 


$  12,000,000 


Proposed  change 


-  12,000,000 


Revised  request...        $  12,000,000 


Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981  Revised  Estimate 

The  proposal  to  consolidate  the  existing  categorical  discretionary  activities 
is  part  of  the  Administration's  plan  to  reduce  overlapping  and  uncoordinated 
research  and  demonstration  authorities.    This  would  provide  the  Secretary 
with  maximum  flexibility  in  targeting  activities  to  areas  of  special  need. 
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Child  Abuse  and  Neglect 


Child  Abuse  Prevention  and  Treatment  Act  of  1974,  as  amended.  If 


198.1 

Revised  Estimate 


1982 


Revised  Bequest 


Current  request 


$  22,928,000  2/ 


$  22,928,000 


Proposed  change 


-  22,928,000 


Revised  request...       $  22,928,000   

U    Authorization  expires  September  30,  1981. 

21    Includes  $4,000,000  earmarked  for  child  sexual  abuse. 

Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981  Revised  Estimate 

The  proposal  to  consolidate  the  existing  categorical  discretionary  activities 
is  part  of  the  Administration's  plan  to  reduce  overlapping  and  uncoordinated 
research  and  demonstration  authorities.    This  would  provide  the  Secretary  with 
maximum  flexibility  in  targeting  activities  to  areas  of  special  need.  As 
described  in  the  General  Statement,  the  State  Grant  portion  of  the  Child  Abuse 
and  Neglect  program  is  one  of  those  proposed  for  consolidation  into  the  Social 
Services  block  grant. 

Since  Congress  is  considering  proposed  authorizing  legislation  for  a  Social 
Services  block  grant  to  States,  no  appropriations  request  is  made  for  this 
program.    The  proposed  Social  Services  Block  Grant    Act  includes  language  to 
repeal  authorizing  legislation  for  this  program. 
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Runaway  and  Homeless  Youth  Program 

Juwenile  Justice  and  Delinquency  Prevention  Act  of  1974,  Title  III, 
as  amended.  1/ 


1981 

Revised  Estimate 


Revised  Request 


1982 


Current  request 


$  11,000,000 


$  11,000,000 


Proposed  change 


-  11,000,000 


Revised  request...        $  11,000,000 


\l  Current  legislation  is  repealed  under  the  proposed  block  grant 
legislation. 

Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981  Revised  Estimate 

The  proposal  to  consolidate  the  existing  categorical  discretionary  activities 
is  part  of  the  Administration's  plan  to  reduce  overlapping  and  uncoordinated 
research  and  demonstration  authorities.    This  would  provide  the  Secretary 
with  maximum  flexibility  in  targeting  activities  to  areas  of  special  need. 

As  described  in  the  General  Statement,  the  State  Grant  portion  of  the  Runaway 
and  Homeless  Youth  program  is  one  of  those  proposed  for  consolidation  into 
the  Social  Service  block  grant. 

Since  Congress  is  considering  proposed  authorizing  legislation  for  a  Social 
Services  block  grant  to  States,  no  appropriations  request  is  made  for  this 
program.    The  proposed  Social  Services  Block  Grant    Act  includes  language  to 
repeal  authorizing  legislation  for  this  program. 
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Child  Welfare  Services  Training 


Social  Security  Act,  Title  IV,  Section  426 


198.1 

Revised  Estimate 


1982 
Revised  Bequest 


Current  request 


$  5,600,000 


$  5,600,000 


Proposed  change 


-  5,600,000 


Revised  request... 


$  5,600,000 


Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981  Revised  Estimate 

As  described  in  the  General  Statement,  the  Child  Welfare  Services  Training 
program  is  one  of  those  proposed  for  consolidation  into  the  Social  Service 
block  grant. 

Since  Congress  is  considering  proposed  authorizing  legislation  for  a  Social 
Services  block  grant  to  States,  no  appropriations  request  is  made  for  this 
program. 
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Adoption  Opportunities 

Title  II  of  the  Child  Abuse  Prevention  and  Treatment  and  Reform  Act  of 
1978.  1/ 


1981  1982 

Revised  Estimate  Revised  Bequest 

Current  request   $  5,000,000  $  4,000,000 

Proposed  change     -  4,000,000 


Revised  request...       $  5,000,000 

V  Authorization  expires  September  30,  1981. 

Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981  Revised  Estimate 

The  proposal  to  consolidate  the  existing  categorical  discretionary  activities 
is  part  of  the  Administration's  plan  to  reduce  overlapping  and  uncoordinated 
authorities  .    This  would  provide  the  Secretary  with  maximum  flexibility  in 
targeting  activities  to  areas  of  special  need.  _-.  .  4 
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Child  Welfare  Services  State  Grants 


Social  Security  Act,  Title  IV,  Part  B,  as  amended.  U 


1981 

Revised  Estimate 


1982 
Revised  Bequest 


Current  request 


$163,550,000 


$  220,000,00  0 


Proposed  change 


-  220,000,000 


Revised  request...       $163,550,000  ' 

If  Current  legislation  is  repealed  under  the  proposed  block  grant 
legislation.  (Except  for  section  426  ) 

Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981  Revised  Estimate 

As  described  in  the  General  Statement,  the  Child  Welfare  Services  State 
Grants  program  is  one  of  those  proposed  for  consolidation  into  the  Social 
Service  block  grant. 

Since  Congress  is  considering  proposed  authorizing  legislation  for  a  Social 
Services  block  grant  to  States,  no  appropriations  request  is  made  for  this 
program.    The  proposed  Social  Services  Block  Grant  Act  includes  language  to 
repeal  authorizing  legislation  for  this  program. 


78-993    O— 80  53 
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ADMINISTRATION  ON  AGING 

1981  1982  Increase 

Revised  Revised  or 

Estimate  Request  Decrease 

State  and  Area  Agency 

Activities^/.  $  22,675,000  $  22,675,000   

Grants  for  State  & 

Community  Programs  1/    692,480,000  +692,480,000 

Social  Services  & 

Senior  Centers  If. ..  247,000,000  2/    -247,000,000 

Nutrition  Services  1/ 
Congregate  Nutrition 

Services                      295,000,000  -  -  -  -295,000,000 

Home-delivered 

Nutrition  Services.     55,000,000    -  -  55,000,000 

Subtotal   350,000,000    -350,000,000 

Grants  to  Indian 

Tribes                                6,000,000  6,000,000   

Training,  Research  & 
Discretionary  Projects 

and  Programs     23,200,000        +  23,200,000 

Training,  Research, 
&  Discretionary  Pro- 
jects and  Programs 

Training   14,000,000    -  14,000,000 

Research   6,000,000    -  6,000,000 

Discretionary 
Projects  & 

Programs   22,500,000    -  22,500,000 

Multidiscipli- 

nary  Centers   3,000,000    -  3,000,000 

Subtotal   45,500,000    -  45,500,000 

Federal  Council  on 

Aging                                     481,000  2/          200,000        -  281,000 

National  Clearing- 
house on  Aging   2,000,000    -  2,000,000 

Total  budget. 

authority               $673,656,000  $744,555,000      $+  70,899,000 


T7    Up  to  8.5%  of  the  funds  requested  for  Social  Services  and  Senior 
Centers  and  Nutrition  Services  and  Grants  for  State  and  Community 
Programs  may  be  used  for   the  cost  of  administration  of  Area  Agencies. 

If    Includes  a  proposed  rescission  of  $10  million  contained  in  the 
President's  Budget. 

3/    Includes  a  proposed  rescission  of  $100,000  contained  in  the 
President's  Budget. 
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General  Statement 

As  provided  far  in  the  Older  Americans  Act,  the  Administration 
on  Aging  provides  leadership  and  service  in  meeting  the  goals 
determined  by  Congress.    The  principal  goal  which  gives  direction 
to  the  Administration  on  Aging's  mission,  is  to  assure  that  older 
Americans  have  the  opportunity  to  live  independent,  meaningful 
and  dignified  lives  in  their  own  homes  and  communities  to  the 
extent  possible. 


Proposed  legislation  authorizes  the  agency  to  serve  as  an  advo- 
cate for  the  elderly  by  activities  such  as  review  and  comment  on 
Federal  policies.    Basic  to  the  goals  of  the  Act  is  the  charge  to 
coordinate  and  plan  for  a  network  of  comprehensive  services  and 
opportunities  for  older  individuals. 

Under  proposed  legislation  the  Administration  on  Aging  would  carry 
out  its  mission  through: 

.    Grants  for  State  and  Community  Activities.    Under  current 
law,  Title  III  authorizes  support  for  the  development  of 
a  system  of  community-based  social  and  nutrition  services 
planned  and  coordinated  by  the  State  and  Area  Agencies  on 
Aging.    These  agencies  seek  to  remove  individual  and  social 
barriers  to  economic  and  personal  independence  for  older 
persons  and  to  assist  the  family  and  the  community  in  provid- 
ing appropriate  care  for  their  vulnerable  elderly.  This 
emphasis  will  be  continued  under  proposed  law  while  providing 
the  States  with  greater  flexibility  to  determine  the  services 
to  be  funded. 

.    Training,  Research,  and  Discretionary  Projects  and  Programs. 
The  Administration  on  Aging  discretionary  grants  program, 
authorized  under  current  law,  in  Title  IV  of  the  Older 
Americans  Act,  supports  efforts  in  training,  education,  research, 
and  demonstrations  which  add  to  our  knowledge  to  improve 
program  effectiveness  and  efficiency.    The  major  activities 
undertaken  in  each  of  the  Title  IV  program  areas  are  designed 
to  develop  and  disseminate  knowledge  to  assist  decision  makers 
and  service  providers  in  addressing  issues  concerning  older 
persons.    Under  proposed  legislation,  all  of  the  activities 
under  Title  IV  would  be  consolidated,  providing  the  Secretary 
with  the  flexibility  to  target  funds  to  areas  of  special  need. 

.    Grants  to  Indian  Tribes.    In  an  effort  to  address  the  needs 
of  elderly  Native  Americans  for  social  and  nutrition  services, 
Congress  enacted  Title  VI  as  part  of  the  1978  Amendments  to 
the  Older  Americans  Act.    Under  Title  VI,  the  Administration 
on  Aging  funds  grants  to  eligible  Indian  Tribes  and  tribal 
organizations  to  promote  the  delivery  of  services  that  are 
comparable  to  services  provided  under  Title  III  by  State  and 
Area  Agencies  on  Aging. 
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State  and  Area  Agency  Activities 

Authorizing  legislation  -  Section  303  of  the  Older  Americans  Act 
of  1965,  as  Amended: 

1981   1982  Estimate   Increase  or 

Current  Budget 

Estimate         Authorization  Authority  Decrease 

$22,675,000  J./  2/  $22,675,000  1/ 

\J    No  funding  is  requested  for  Area  Agency  Activities  in  this 
section.     Up  to  8.5%  of  the  funds  requested  for  Social 
Services  and  Senior  Centers  and  Nutrition  Services  in  FY  1981, 
and  Grants  for  State  and  Commumunity  Programs  in  FY  1982  may 
be  used  for  the  administration  of  Area  Agencies. 

2/    Authorization  expires  September  30,  1981.  Legislation 
pending. 

Purpose  and  method  of  operation  -  Federal  funds  are  awarded  to 
each  State  with  an  approved  State  Plan  on  Aging  under  Title  III. 
Funds  are  distributed  according  to  the  formula  prescribed  in 
Section  303  of  the  Older  Americans  Act. 

Under  proposed  legislation,  State  Agency  Administration  grants 
would  provide-  administrative  capacity  for  State  Agencies  to: 

analyze  the  needs  of  older  persons  within  their  juris- 
diction; 

coordinate  State  and  areawide  planning  and  program  devel- 
opment for  older  persons  within  their  jurisdiction; 

formulate,  revise,  and  administer  2,  3  or  4-year  plans 
which  identify  the  problems  of  the  elderly  within  their 
jurisdiction  and  the  resources  available  to  address  these 
problems; 

evaluate  activities  carried  out  under  the  plan; 

develop  comprehensive,  coordinated  systems  of  services 
for  older  persons  within  the  planning  and  service  area; 

serve  as  advocates  on  behalf  of  the  elderly  and  encourage 
public  and  private  agencies  to  improve  and  strengthen 
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their  policies  and  to  increase  resource  commitments  on 
behalf  of  the  elderly; 

provide  short-term  training  to  personnel  of  public  or 
non-profit  private  agencies  and  organizations  engaged 
in  the  operation  of  programs  authorized  by  the  Older 
Americans  Act; 

provide  technical  assistance  to  and  monitor  programs 
serving  older  people  and  service  providers;  and 

establish  advisory  councils. 

Activities  at  the  State  level  will  also  include: 

determination  of  the  planning  and  service  areas  in  the 
State,  designation  of  area  agencies,  approval  of  area 
plans,  and  establishment  of  intra-state  funding  formulas 
for  all  Planning  and  Service  Areas. 

evaluation  of  the  need  for  social  services,  multipurpose 
senior  centers,  and  nutrition  services  within  the  State 
and  the  determination  of  the  extent  to  which  existing 
private  or  public  programs  meet  such  needs; 

implementation  of  such  methods  of  administration  as  are 
necessary  for  the  proper  and  efficient  administration  of 
the  State  plan; 

.    demonstration  projects  of  Statewide  significance  relating 
to  the  initiation,  expansion,  or  improvement  of  services; 

implementation  of  fiscal  control  and  accounting  proced- 
ures as  required  for  proper  disbursement,  accounting  and 
management  of  funds  received  under  the  Authorization  of 
the  Older  Americans  Act;  and 

operation  of  a  long-term  care  ombudsman  program. 

Activities  conducted  by  area  agencies  include: 

analyses  of  the  needs  of  older  persons  within  their 
jurisdiction; 

coordination  and  planning  of  program  development  for 
older  persons; 


836 


85 

formulation  and  implementation  of  2,  3,  or  4-year  plans 
which  identify  priority  needs  of  older  persons  in  the 
area,  and  describe  how  resources  will  be  used  to  meet 
these  needs; 

development  of  a  comprehensive  coordinated  system  of 
care  and  services  for  the  elderly  in  the  planning  and 
service  area  including  leadership  and  developmental 
activities; 

• 

advocacy  on  behalf  of  the  elderly  through  interagency 
agreements  and  joint  activities  to  improve  public  and 
private  response  to  the  needs  of  older  people; 

provide  technical  assistance  to  and  monitor  programs  serv- 
ing older  people  and  service  providers;  and 

evaluate  activities  carried  out  under  the  plan. 

Administrative  grants  to  States  may  pay  up  to  75  percent  of  the 
cost  of  the  administration  of  the  State  Plan.    Up  to  8.5%  of  Grants 
for  States  and  Community  Programs  funds    may  pay  up  to  75%  of  the 
cost  of  administering  the  State-approved  area  plans. 

Rationale  for  the  Budget  Request  -  Consistent  with  Human  Develop- 
ment Services  policy  to  improve  managerial  systems,  the  1982 
request  will  support  grants  to  State  Agencies  to  assure  proper 
and  efficient  management  of  State  plans;  implement  fiscal  control 
and  accounting  procedures;  and  determine  the  extent  to  which 
existing  private  and  public  programs  meet  the  needs  of  the 
State's  elderly  population. 

The  funds  requested  will  allow  for  an  average  administrative 
staff  at  the  State  Agency  level  of  24  employees. 

FY  1981  FY  1982 

State  Agencies  (#)  57  57 

Average  Staff 

per  State  Agency  26  24 

Participants: 


Average  Number  of   ^  _  

Elderly  per  Area  52,100  53,000 

Agency 


Minority 
Low- income 


232 
52% 


23% 
52% 
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FY  1981  FY  1982 

Number  of  Service 
Providers  (Average 

per  Area  Agency)  32  34 

Area  Agencies  (#)  665  665 

Average  Staff 

per  Area  Agency  6  6 

Volunteer  Staff  per 
Planning  and  Service 

Area  380  380 
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Grants  for  State  and  Community  Activities 

Authorizing  legislation-Section  303  (a)  of  the  Older  Americans 
Act  of  1965,  as  amended  :_3/ 

1981  1982 
Revised  Estimate  Revised  Request 


Social  Services  and 
Senior  Centers  1/ 

Current  request...  $247,000,000  2./  $247,000,000 

Proposed  change...      -247,000,000 

Revised  request.  247,000,000  2/   

Nutrition  Services  \J 

Current  request. . .  350,000,000  382,900,000 

Proposed  change...     -382,900,000 

Revised  request. .  350,000,000    - 

Grants  for  State  and 

Community  Programs  1/  -  -  -  -  -  - 

Current  request...  -  -  -  -  -  - 

Proposed  change...     +692,480,000 

Revised  request.    692,480,000  4/ 


\J    Area  Agency  Activities  supported  by  these  funds  are  estimated 
as  follows:    FY  1981  -  Social  Services  and  Senior  Centers, 
$23,964,000;  Nutrition  Services,  $12,454,000;  and  FY  1982  - 
Grants  for  State  and  Community  Programs  $39,799,000. 

2/    Includes  a  proposed  rescission  of  $10,000,000  contained  in  the 
President's  Budget. 

3/    Authority  expires  September  30,  1981.     Legislation  pending. 


47    Includes  $95,480,000  which,  in  the  January  budget,  was  requested 
for  the  Department  of  Agriculture. 


Justification  for  FY  1982  Revised  Budget  Request  -  Consistent  with 
Human  Development  Services  policies  to  improve  the  quality  of 
services  and  prevent  unnecessary  institutional  placement,  the  1982 
request    will  afford  older  persons  an    opportunity  to  maintain 
their  independence  in  the  community. 

The  request  assumes  enactment  of  proposed  legislation  which 
consolidates  social  services  and  nutrition  services. 
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Re-authorizing  legislation  would  provide  the  States  with 
flexibility  in  determining  services  to  be  funded.    However,  from 
the  allotments  received  in  FY  1982,  States  must  use  for  Nutri- 
tion Services  at  a  minimum  the  amount  received  in  FY  1981  for 
Nutrition  Services,  excluding  funds  used  for  Area  Agencies  acti- 
vities, and  including  the  amount  received  in  donated  USDA  commo- 
dities or  cash  in  lieu  of. 

The  priority  will  be  on  serving  the  socially  or  economically  needy 
elderly.    These  are  older  persons  who  are  chronically  impaired, 
who  live  alone  and/or  have  low  incomes. 

In  .order  to  prevent  unnecessary  institutional  placement,  older 
persons,  and  to  a  certain  extent  their  families,  require  a  variety 
of  services  to  meet  their  particular  needs.    These  services  in- 
clude:   access  services,  services  in  the  home,  and  community- 
based  services,  and  nutrition  services.    The  proposed  legislation 
will  Include  no  mandates  for  provision  of  specific  non- 
nutrition  services  or  levels  of  service. 

ACCESS  SERVICES 

Access  services  link  older  persons  to  other  resources.  Ser- 
vices in  this  category  are  designed  to  enable  the  elderly  to 
take  advantage  of  resources  and  benefits  to  which  they  are 
entitled  but  which  may  not  be  accessible.     In  some  cases, 
access  is  impeded  simply  because  the  prospective  beneficiar- 
ies do  not  know  the  services  are  available.    Both  information 
and  referral,  and  outreach  activities  help  increase  the 
awareness  about  the  benefits  and  services  offered  in  differ- 
ent communities  and  how  to  secure  those  benefits/services. 

In  addition  to  knowledge  barriers  which  information  and  re- 
ferral and  outreach  help  overcome,  access  to  services  can 
also  be  impeded  by  distance,  by  lack  of  transportation,  and 
in  some  cases,  by  fear  of  going  out  alone.  Transportation 
activities  are  valuable  linking  services. 

IN-HOME  SERVICES 

Services  in  the  home  are  provided  to  impaired  elderly  persons 
who  can  not  leave  their  residences  to  obtain  help  or  whose 
impairements  are  such  that  they  need  assistance  in  remaining 
in  their  homes  i.e.,  in  avoiding  institutionalization.  Home- 
maker  services,  shopping,  friendly  visiting,  telephone  reas- 
surance, and  chore  maintenance  are  examples  of  in-home 
services. 
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COMMUNITY-BASED  SERVICES 

The  majority  of  older  persons  are  healthy,  active,  and  fully 
capable  of  taking  an  active  part  in  their  communities.  Yet, 
even  these  active  older  individuals  may  need  services  to  help 
overcome  particular  problems.     Community-based  services  are 
targeted  on  these  older  persons.     Services  in  this  category 
include,  but  are  not  limited  to,  legal  services,  tax  and  fi- 
nancial assistance,  health  screening,  and  physical  fitness. 
Development  of  senior  center  facilities  is  also  in  this  cate- 
gory of  services.    The  most  distinctive  feature  of  activities 
in  the  "community-based"  category  is  that  they  are  focused  on 
the  needs  of  older  persons  who  are  capable  of  leaving  their 
places  of  residence  to  obtain  help  with  one  or  more  problems. 
Such  persons  may  need  to  draw  on  the  "linkage"  services  dis- 
cussed above  in  this  effort  but  they,  the  ambulatory  elderly, 
are  able  to  go  out  into  the  community  to  secure  problem- 
solving  assistance. 

SERVICES  TO  RESIDENTS  OF  CARE -PROVIDING  FACILITIES 

Services  are  also  provided  to  residents  of  care-providing 
facilities.     These  focus  on  those  individuals  whose  impairments 
preclude  their  remaining  in  their  homes.      The  institution 
itself  provides  the  bulk  of  the  services  these  older  persons 
receive.    Yet  there  are  some  specialized    services  which  only 
agencies  outside  the  institution  should  render,  e.g.,  legal 
services,  grievance  resolution,  and  visiting,  as  well  as  other 
services  which  can  effectively  complement  the  efforts  of 
institutions. 

NUTRITION  SERVICES 

Nutrition  services  not  only  provide  nutritious  meals,  but 
counteract  the  effects  of  social  isolation.    The  preponderance 
(86%)  of  the  Nutrition  Services  supported  with  Older  Americans 
Act  funds  are  provided  in  congregate  settings.    However,  an 
increasing  amount  of  services  are  provided  in  the  home  and  are 
of  special  importance  to  elderly  persons  with  functional 
disabilities,  thus  reducing  the  need  for  institutionalization. 

Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981 
Revised  Estimate.     This  proposal  would  allow  States  maximum 
flexibility  in  providing  services  best  suited  to  the  particular 
State's  population.    The  following  estimates  assume  that  States  in 
the  aggregate  will  provide  services  on  the  same  basis  as  under 
current  law. 
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Program  Facts  and  Figures: 


1981  Revised  1982  Revised 

Estimate  Request 


Access  Services  (estimated 
annual  person  units 
of  service) 

Transportation  3,744,000  3,423,000 

Information  and 

Referral  4,178,000  3,820,000 

Outreach  2,351,000  2,149,000 

In-home  Services  3,592,000  3,284,000 

Legal  Services  351,000  321,000 

Number  of  meals  provided 

Total  161,306,000  161,405,000 

Congregate  (139,469,000)  (139,139,000) 

Home-delivered  (  21,837,000)  (  22,266,000) 

Average  number  of  meals  per  day 

Total  611,006a/  611,383a/ 

Congregate  (528,292)  (527,043) 

Home-delivered  (  82,714)  (  84,340) 

Average  total  cost  per  meal 

(congregate)  $2.87  $3.14 

%  Meal  Costs  78  78 

X  Program  Costs  17  17 

X  Related  Services  Costs  5  5 

Average  total  cost  per  meal 

(home-delivered)  $3.33  $3.64 

X  Meal  costs  67  67 

X  Program  Management  15  15 

X  Delivery  Costs  10  10 

X  Related  Services  Costs  8  8 


aj  Includes  funds  from  Title  III,  USDA  and  State  and  Local  matching. 
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1981  Revised         1982  Revised 

Estimate  Request 

Meals  Supported  by  Funding  Source 
(in  thousands) 

Total  161,306  161,405 

Title  III  Meals  (113,879)  (132,252) 

Non-federal  Meals  (  24,997)  (  29,053) 

USDA  Meals  (  22,430)  (  ) 

Congregate  Meals  139,469  139,139 

Title  III  Meals  (  98,198)  (114,094) 

Non-federal  Meals  (  21,555)  (  25,045) 

USDA  Meals  (  19,716)  (    ) 

Home-delivered  Meals  21,837  22,266 

Title  III  Meals  (  15,681)  (  18,258) 

Non-federal  Meals  (     3,442)  (  4,008) 

USDA  Meals  (    2,714)  (  ) 

Funding  Sources:  ($  in  000' s) 

Total  $472,993  $517,945 

Title  III  Funds  (334,046)  (424,715) 

Non-federal  Funds  (73,327)  (  93,230) 

USDA  Funds  (  65,620)  (    ) 

Congregate  Meals  (Funding  Sources)  $400,277  $436,898 

Title  III  Funds  (281,828)  (358,256) 

Non-federal  Funds  (  61,865)  (  78,642) 

USDA  Funds  (  56,584)  (    ) 

Home-delivered  Meals  (Funding  $  72,716  $  81,047 
Sources) 

Title  III  Funds  (  52,218)  (  66,459) 

Non-federal  Funds  (  11,462)  (  14,588) 

USDA  Funds  (9,036)  (    ) 
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Grants  to  Indian  Tribes 

Authorizing  Legislation  -  Section  608  of  the  Older  Americans 
Act  of  1965,  as  Amended: 

1981   1982  Estimate   Increase  or 

Revised  Budget 

Estimate  Authorization         Authority  Decrease 

$6,000,000  II  $6,000,000   

Authority  expires  September  30,  1981.    Legislation  pending. 

Purpose  and  method  of  operation  -  Federal  funds  are  available 
through  grants  to  eligible  Indian  tribal  organizations  to  pro- 
mote the  delivery  of  services  comparable  to  Title  III  for  older 
Indians  not  served  by  Title  III  programs.     These  services 
include  services  necessary  for  the  welfare  of  older  Indians 
including:     water  services,  road  clearing,  fuel,  temporary 
shelter  and  any  other  services  authorized  under  Title  III. 

Funds  are  also  provided  for  the  alteration,  lease,  or  renova- 
tion of  a  facility  to  be  used  as  a  multipurpose  Indian  Senior 
Center,  and  for  staffing  the  center. 

Rationale  for  the  Budget  Request.    Consistent  with  Human  Deve- 
lopment Services  policies  to  improve  program  quality,  strengthen 
community  support,  and  meet  revised  statutory  missions,  funds 
are  requested  to  promote  the  delivery  of  social  services,  includ- 
ing nutrition  services,  for  Indians  not  served  by  Title  III 
programs. 

An  estimated  86%  of  these  funds  will  be  used  to  support  nutri- 
tion services.     The  remaining  14%  of  the  funds  will  support 
other  allowable  services  such  as  information  and  referral, 
legal,  transportation,  recreation  and  emergency  services. 
Funds  will  be  distributed  through  grants  to  approximately  85 
tribal  organizations. 


In  FY  1980,  85  awards  were  made,  these  awards  will  be  refunded 
in  FY  1981. 
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Training,  Research,  and  Discretionary  Projects  and  Programs 

Authorizing  legislation  -  Sections  310  and  451  of  the  Older 
Americans  Act  of  1965  as  Amended: 

1981  1982 
Revised  Estimate  Revised  Request 

Training 

Current  request  $14,000,000  '  $12,000,000 

Proposed  change    -12,000,000 

Revised  request  14,000,000   

Research 

Current  request  6,000,000  5,180,000 

Proposed  change    -  5,180,000 

Revised  request  6,000,000   

Discretionary  Projects 
and  Programs 

Current  request  22,500,000  \J  23,020,000 

Proposed  change    -23,020,000 

Revised  request  22,500,000   

Multidisciplinary  Centers 
of  Gerontology 

Current  request  3,000,000  3,000,000 

Proposed  change    -  3,000,000 

Revised  request  3,000,000   

Training,  Research,  and 
Discretionary  Projects 
and  Programs 

Current  request     

Proposed  change    +23,200,000  1/  2/ 

Revised  request    23,200,000 


1/  In  accordance  with  Section  310  of  the  Older  Americans  Act, 
funds  are  set  aside  to  provide  for  the  delivery  of  social 
services  during  major  disasters  declared  by  the  President. 

2/  Authority  expires  September  30,  1981.    Legislation  pending 
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Justification  for  FY  1982  Revised  Request.     Consistent  with  our 
goal  to  develop  comprehensive  and  coordinated  service  systems, 
improve  knowledge  and  practice,  and  serve  as  an  effective 
advocate  on  behalf  of  older  persons,  funds  are  requested  to  pro- 
vide adequately  trained  personnel  in  the  field  of  aging,  to 
improve  the  knowledge  base  on  the  problems  -and  needs  of  the 
elderly,  and  to  demonstrate  better  ways  of  improving  the  quality 
of  life  for  the  elderly.    Under  proposed  legislation,  there  are 
two  major  components;  Education  and  Training,  and  Research  and 
Demonstration  Programs. 

Education  and  Training  ($8,200,000).    This  effort  results  not 
only  in  individuals  skilled  in  planning  for  and  serving  the 
elderly,  but  in  research  dissemination  and  interchange  of  ideas 
and  experiences.     Funds  are  requested  for  training  programs  for 
personnel  in  the  field  of  aging  and  for  Multidisciplinary  Centers 
of  Gerontology. 

Training  activities  include: 

Career  Preparation  Program  -  projects  provide  assis- 
tance to  individuals  and  to  institutions  of  higher 
education  to  prepare  persons  for  careers  in  aging  and 
to  improve  the  skills  of  persons  already  working  with 
or  on  behalf  of  older  people. 

Training  and  Technical  Assistance  -  projects  that  provide 
training  and  technical  assistance  to  State  and  Area  per- 
sonnel, and  service  providers. 

Multidisciplinary  Centers  of  Gerontology  -  which 
develop,  employ  and  disseminate  model  pre-service 
curricula  for  teaching  and  training,  conduct  basic 
and  applied  research,  and  operate  experimental  model 
service  community  laboratories  in  areas  of  policy  and 
program  significance. 

Research  and  Demonstration  Projects  ($15,000,000).    The  research 
program  seeks:     (1)  expansion  of  knowledge  as  to  the  obstacles  to 
the  development  of  local  comprehensive  and  coordinated  service 
delivery  systems  which  meet  the  special  needs  of  older  persons, 
and  techniques  for  overcoming  the  obstacles;  and  (2)  policy 
oriented  research  to  assist  other  Federal  agencies  to  move  toward 
accomplishment  of  the  objectives  set  forth  in  Title  I  of  the  Act. 
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Demonstration  Programs  serve  as  an  important  resource  to  supple- 
menting and  expanding  social  services  provided  under  Title  III  of 
the  Older  Americans  Act.     The  aim  is  to  improve  or  expand  serv- 
ices in  order  to  provide  additional  services  to  those  elderly 
persons  with  unique  problems  which  require  innovative  approaches. 
These  projects: 

contribute  to  our  continuing  search  for  improved 
management  and  the  efficient  use  of  scarce  resources; 
and 

are  the  testing  ground  for  the  development  of  services 
to  address  emerging  social  problems  which  are  being 
inadequately  resolved  by  existing  service  programs. 

These  projects  enable  the  aging  network  to  identify  improved  solu- 
tions to  new  and  emerging  problems.     Recent  hospice  demonstra- 
tions have  been  funded  to  address  the  complex  and  emotional 
problems  of  older  persons  and  their  families  as  they  learn  to 
cope  with  the  eventuality  of  death  after  a  terminal  illness. 
Abuse  demonstrations  are  attacking  a  major  social  problem  which 
until  lately  had  not  been  brought  to  light. 

Under  both  discretionary  categories,  the  Administration  will 
continue  the  initiative  to  support  long-term  care  alternatives 
for  the  functionally  impaired  older  person. 

Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981  Revised 
Estimate.     The  proposal  to  consolidate  the  discretionary  cate- 
gories will  increase  the  flexibility  necessary  to  organize  the 
program  towards  the  most  immediate  issues. 
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Federal  Council  on  Aging 


Section  502(h)  of  the  Older  Americans  Act  of  1965,  as  amended  1/ 


1981 

Revised  Estimate 


Revised  Request 


1982 


Current  request 


$ 


581,000 


$ 


581,000 


Proposed  change 


-100,000 


-381,000 


Revised  request 


481,000 U 


200,000 


1/  Authorizing  legislation  expires  September  30,  1981. 

Legislation  to  be  proposed. 
2/  Includes  a  proposed  rescission  of  $100,000  contained  in  the  President's 

budget. 

Justification  for  FY  1982  Revised  Request 

In  fiscal  year  1982,  the  Federal  Council  on  Aging  will  continue  to  advise 
the  President,  the  Secretary  of  Health  and  Human  Services,  the  Commissioner 
on  Aging,  and  the  Congress  on  matters  related  to  the  needs  of  the  nation's 
elderly. 

Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981  Revised  Estimate 

An  amount  of  $200,000  is  requested  to  support  the  Council  in  its  advisory 
capacity  in  fiscal  year  1982.     This  is  a  reduction  of  $281,000  from  the 
fiscal  year  1981  revised  estimate.    The  Administration  believes  that  research 
activities  previously  carried  out  by  the  Council  are  duplicative  of  activities 
undertaken  by  other  agencies  whose  programs  are  targeted  on  meeting  the  needs 
of  the  nation's  elderly. 


78-993   O— 80  54 
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National  Clearinghouse  on  Aging 


Section  204(c)  of  the  Older  Americans  Act  of  1965,  as  amended  \_l 


1981 

Revised  Estimate 


Revised  Request 


1982 


Current  request 


$  2,000,000 


$  2,000,000 


Proposed  change 


-  2,000,000 


Revised  request 


$  2,000,000 


V    Authorizing  legislation  expires  September  30,  1981. 
Justification  In  FY  1982  Revised  Budget 

No  funds  are  requested  in  fiscal  year  1982  for  the  National  Clearinghouse 


Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981  Revised  Estimate 

The  Administration  believes  that  the  services  delivered  under  this  program, 
including  the  collection  and  disemination  of  aging-related  literature  and 
information,  can  effectively  and  more  appropriately  be  provided  by  the 
private  sector  and  State  and  local  government  agencies. 


on  Aging. 
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ADMINISTRATION  FOR  DEVELOPMENTAL  DISABILITIES 


1981 
Revised 
Estimate 


1982 
Revised 
Request 


Increase  or 
Decrease 


Basic  State  Grants 
and  Advocacy  

Special  Project  

University  Affiliated 
Facilities  


$50,681,000 
3,500,000 


7,000,000 


-$50,681,000 
-  3,500,000 


-  7,000,000 


Total 


61,181,000 


-  61,181,000 


General  Statement 


Certain  programs  included  in  the  Human  Development  Services  appropriation 
are  being  consolidated  into  the  Social  Services  block  grant  to  States. 
Authority  for  the  Developmental  Disabilities  Basic  State  grants  and 
Advocacy  State  grants  programs  will  be  repealed  under  the  proposed  block 
grant. 

During  the  past  decades,  there  has  been  substantial  growth  in  Federal 
aid  to  assist  State  and  local  governments  and  private  non-profit 
organizations  providing  health  and  social  services  at  local  levels.  This 
growth,  however,  has  resulted  in  a  fragmented  and,  in  some  cases, 
ineffective  set  of  human  service  activities.    There  are  overlaps  and 
duplications  in  some  areas,  and  in  others  gaps  in  the  type  of  services 
provided  and  populations  covered.    Each  existing  categorical  program 
generally  has  its  own  separate  planning  process,  with  no  consistent  or 
comprehensive  procedure  for  coordinating  with  other  programs,  and  each 
frequently  has  a  different  service  location  in  the  community. 

Moreover,  the  Federal  programs  have  each  carried  with  them  considerable 
regulations  and  requirements.    The  programs  have  at  times  skewed  priorities 
at  the  local  level,  and  since  most  have  requirements  for  a  matching  of 
Federal  funds,  there  has  been  an  increasing  tendency  to  favor  high  income 
States,  rather  than  the  most  needy. 

No  funds  are  requested  for  special  projects  or  University  Affiliated 
Facilities.    The  proposal  to  consolidate  the  existing  categorical 
discretionary  activities  is  part  of  the  Administration's  plan  to  reduce 
dverlapping  and  uncoordinated  research  and  demonstration  authorities.  This 
would  provide  the  Secretary  with  maximum  flexibility  in  targeting  activities 
to  area  of  special  need. 
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State  Grants  and  Advocacy 


Title  I,  Part  A,  Section  113  and  Part  C,  Section  132,  of  the 
Developmental  Disabilities  Services  and  Facilities  Construction 
Act  of  1970,  as  amended  1/ 


1981 

Revised  Estimate 


1982 
Revised  Request 


Current  request 


$  50,681,000 


$  50,681,000 


Proposed  change 


-  50,681,000 


Revised  request.. 


$  50,681,000 


II    Authorizing  legislation  expires  September  30,  1981. 

Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981  Hevised  Estimate 

As  described  in  the  General  Statement,  the  Developmental  Disabilities  State 
grant  and  Advocacy  programs  are  proposed  for  consolidation  into  the  Social 
Services  block  grant. 

Since  Congress  is  considering  proposed  authorizing  legislation  for  a 
Social  Services  block  grant  to  States,  no  appropriations  request  is  made 
for  this  program-    The  proposed  Social  Services  Block  Grant    Act  includes 
language  to  repeal  authorizing  legislation  for  this  program. 
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Special  Projects 


Title  I,  Part  D,  Section  145,  of  the  Developmental  Disabilities 
Services  and  Facilities  Construction  Act  of  1970,  as  amended.  1/ 


1981 

Revised  Estimate 


Revised  Request 


1982 


Current  request 


$  3,500,000 


$  3,500,000 


Proposed  change 


-3,500,000 


Revised  request.. 


$  3,500,000 


1/  Authorizing  legislation  expires  September  30,  1981. 


Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981  Revised  Estimate 

The  proposal  to  consolidate  the  existing  categorical  discretionary 
activities  is  part  of  the  Administration's  plan  to  reduce  overlapping 
and  uncoordinated  research  and  demonstration  authorities.    This  would 
provide  the  Secretary  with  maximum  flexibility  in  targeting  activities 
to  areas  of  special  need . 
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University  Affiliated  Facilities 


Title  I,  Part  B,  Section  121,  of  the  Developmental  Disabilities  Services 
and  Facilities  Construction  Act  of  1970,  as  amended.  1/ 


1981  1982 

Revised  Estimate  Revised  Request 

Current  request                           $  7,000,000  $  7,000,000 

Proposed  change     -7,000,000 


Revised  request...        $  7,000,000 


1/  Authorizing  legislation  expires  September  30,  1981. 


Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981  Revised  Estimate 

The  proposal  to  consolidate  the  existing  categorical  discretionary 
activities  is  part  of  the  Administration's  plan  to  reduce  overlapping 
and  uncoordinated  research  and  demonstration  authorities.    This  would 
provide  the  Secretary  with  maximum  flexibility  in  targeting  activities 
to  areas  of  special  need. 
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SOCIAL  SERVICES  RESEARCH 
Social  Services  Research 

Authorizing  legislation-Title  IV,  sections  426;  Title  XI,  section  1110, 
and  section  1115  of  the  Social  Security  Act. 


1981  1982 

Revised  Estimate  Revised  Request 

Current  request                                   $  3,750,000  $  2,500,000 

Proposed  change     -2,500,000 


Revised  request   $  3,750,000 


Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981  Revised  Estimate 

The  proposal  to  consolidate  the  existing  categorical  discretionary 
activities  is  part  of  the  Administration's  plan  to  reduce  overlapping 
and  uncoordinated  research  and  demonstration  authorities.    This  would 
provide  the  Secretary  with  maximum  flexibility  in  targeting  activities 
to  areas  of  special  need. 


854 


105 


ADMINISTRATION  FOR  NATIVE  AMERICANS 


1981 
Estimate 


1982 
Revised 
Request 


Increase  or 
Decrease 


Financial 

Assistance 

Grants 


$  29,000,000 


$26,300,000 


$ -2,700,000 


Training  and 

Technical 

Assistance 


3,100,000 


1,000,000 


-2,100,000 


Research, 
Demonstration, 
and  Evaluation 


1,700,000 
$33,800,000 


700,000 
$28,000,000 


-1,000,000 
-5,800,000 


General  Statement 


The  Administration  for  Native  Americans  provides  support  to 
Native  American  groups  to  improve  the  quality  of  life  for 
Native  Americans  and  to  improve  the  management  capabilities 
of  Indian  tribes  and  other  Native  American  organizations. 
A  sustained  Federal  commitment  to  social  and  economic 
development  is  needed  since  Native  Americans  still  lag 
behind  the  general  population  in  such  areas  as  employment, 
income,  education,  and  health.     The  service  population 
includes  American  Indians,  Hawaiian  Natives  and  Alaskan 
Natives. 

The  program  objectives  that  are  aimed  at  promoting  social 
and  economic  self-sufficiency  for  Native  Americans  are: 

the  development  of  social  institutions  and  Native 
American  leadership  in  ways  that  enhance  the 
capacity  of  Native  Americans  to  influence  their 
social  environment,  and  the  services  to  which  they 
are  entitled; 

the  achievement  of  economic  stability  through  ^the 
realization  of  the  full  benefit  from  Native  American 
resources,  both  potential  and  actual;  and 
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the  capability  to  build  a  foundation  for  Improvement 
in  the  delivery  of  human  development  services  by  the 
elimination  of  gaps  in  services  resulting  from  juris- 
dictional ambiguities,  unclear  areas  of  program 
responsibility,  discrimination,  and  fragmented  program 
efforts. 

A  priority  is  to  assist  Native  American  groups  establish  and  maintain 
the  mechanisms  needed  for  planning  and  coordinating  both  Federal  and 
non-Federal  resources.    Progress  in  the  area  of  economic  develop- 
ment is  critical  to  addressing  the  fundamental  causes  of  the  acute 
and  chronic  social  problems  found  among  Native  Americans. 

The  efforts  relating  to  Indians  and  Alaskan  Native  groups  are  directly 
supportive  of  the  Federal  policy  of  Indian  self-determination.  The 
Administration  for  Native  Americans  provides  direct  funding  to  Indian 
tribes  and  Native  American  organizations  and  is  responsive  to  local 
priorities. 
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Financial  Assistance  Grants 

Authorizing  legislation  -  Native  American  Programs  Act  of  1974, 
as  amended  (P.L.  95-568)  Sec.  803 

1982 

1981  Revised 
Estimate  Request 

Current  request...         $29,000,000  $29,700,000 

Proposed  change...    -3,400,000 

Revised  request.  29,000,000  26,300,000 

Justification  for  FY  1982  Revised  Request 

The  Administration  for  Native  Americans  operates  on  the  principle 
that  economic  and  social  development  are  interdependent.  Projects 
supported  by  the  Administration  for  Native  Americans  attempt  to 
assist  communities  to  overcome  their  specific  economic  and  social 
problems  within  their  own  unique  context.     In  fulfilling  its 
lagislative  mandate  to  promote  economic  and  social  self-sufficiency 
for  Native  Americans,  the  Administration  for  Native  Americans 
provides  financial  assistance  to  Native  American  groups  through 
direct  grants  and  interagency  agreements.  Developmental  projects 
will  have  the  highest  priority. 

The  following  activities  will  be  supported  in  FY  1982: 

GRANTEE  NETWORK  -  The  Administration  for  Native  Americans  will  provide 
basic  support  through  financial  assistance  grants  for  a  national 
Native  American  community  network  that  includes  Indian  tribes  and 
non-profit  Native  American  organizations.     This  network  provides  the 
foundation  and  administrative  structure  that  allows  Native  Americans 
to  obtain  public  and  private  resources  and  operate  a  broad  spectrum 
of  programs  that  promote  social  and  economic  self-sufficiency  without 
duplication  of  administrative  functions  or  services  provided. 

SPECIAL  PROJECTS  -  The  financial  assistance  provided  to  Native  American 
group  will  be  used  in  a  wide  variety  of  projects  to  promote  economic 
and  social  progress,  including    increasing  local  governing  expertise, 
developing  the  organizational  capability  to  operate  categorical  programs 
from  a  variety  of  funding  sources,  supporting  economic  development  in 
energy  resource  development,  reducing  Native  American  unemployment, 
and  improving  the  quantity  and  quality  of  human  development  services  to 
Native  Americans. 
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PLANNING  AND  ADMINISTRATION  ON  RESERVATIONS  -  The  Administration 
for  Native  Americans'  FY  1982  initiative  will  be  directed  toward 
strengthening  the  executive  functions  of  the  governing  bodies  of 
Indian  tribes.    A  principal  activity  will  be  the  creation  of  a 
planning  capacity  and  development  of  a  clearinghouse  capacity  for 
Indian  tribes.    The  thrust  of  this  effort  is  to  coordinate  the 
fragmented  projects  and  programs  on  Indian  reservations  by  assisting 
tribes  in  developing  a  local  system  for  coordination  and  comprehensive 
planning.    The  Indian  tribes  with  proven  energy  resources  will  receive 
priority  in  this  effort.    The  Administration  for  Native  Americans 
is  cooperating  with  other  Federal  agencies  in  the  areas  of  employment, 
energy,  child  welfare,  environomental  and  occupational  health,  aging, 
rehabilitation  and  other  programs  that  complement  and  support  the 
initiative . 

NATIVE  AMERICAN  CENTERS  -  The  Native  American  groups  served  include 
Native  Hawaiians,  terminated  Indian  tribes,  non-Federally  recognized 
Indian  tribes,  State  recognized  Indian  tribes,  isolated  rural  non-reser- 
vation communities,  metropolitan  communities,  and  other  Native  American 
groups  that  have  organized  for  specific  purposes  such  as  Alaskan  Native 
non-profit  corporations,  and  professional  and  national  organizations. 
The  program  emphasis  in  FY  1982  for  these  Native  American  groups 
parallels  the  planning  and  coordnination  initiative  for  Reservation 
Projects.    The  primary  emphasis  will  be  on  the  development  of  administrative 
mechanisms  for  linking  and  accessing  existing  human  services  and 
establishing  a  coherent  service  network  to  meet  the  needs  of  the  Native 
American  communities.    The  program  will  focus  on  influencing  non-Native 
American  institutions  to  develop  these  mechanisms  and  establish  these 
linkages . 
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The  following  table  provides  a  break-out  of  the  categories  of 
Financial  Assistance  Grants  for  FY  1981  and  FY  1982: 

FINANCIAL  ASSISTANCE  GRANTS 

(Dollars  in  thousands) 

FY  1981  FY  1982 

Estimate  Revised  Request 

No.            Amount  No.  ..  Amount 

Reservation 

Projects          82            15,000  73  13,597 

Urban,  Special 
and  Off- 
Reservation 

Projects         101  11,695  90  10,678 

Alaskan 

Natives  14  1,085  14  947 

Native 

Hawaiians  2  1,220  2  1,078 

TOTAL         199  29,000  179  26,300 


Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981 
Revised  Estimate 

The  FY  1982  revised  request  for  Financial  Assistance  Grants 
is  $26,300,000.    This  is  a  decrease  of  $2,700,000  below  the 
FY  1981  estimate.    This  reduction  reflects  the  elimination 
of  projects  which  are  of  a  non-developmental  nature.  Funding 
priority  will  be  given  to  those  projects  which  demonstrate 
the  greatest  potential  capability  for  assisting  Native 
American  organizations  to  progress  towards  self-sufficiency. 
The  reduced  funding  will  be  reflected  by  a  decrease  in  the 
total  number  of  financial  assistance  grants. 
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Training  and  Technical  Assistance 


Authorizing  legislation  -  Native  American  Programs  Act  of  1974, 
as  amended  (P.L.  95-568)  Sec.  804 


1981 
Estimate 


1982 
Revised 
Request 


Current  request . . . 


$3,100,000 


$2,400,000 


Proposed  change. . . 


-1,400,000 


Revised  request. 


3,100,000 


1,000,000 


Justification  for  FY  1982  Revised  Request 

The  FY  1982  training  and  technical  assistance  projects  and 
activities  will  be  directed  at  furthering  the  program  initiative 
under  Section  803,  Financial  Assistance  Grants,  and  addressing 
the  organizational  weaknesses  identified  in  annual  project 
evaluations  in  order  to  assist  grantees  in  the  accomplishment 
of  project  objectives.    It  is  through  these  efforts  that  Indian 
tribes  and  community-based  Native  American  organizations  will 
be  equipped  to  set  up  sound  management  and  administrative  systems, 
especially  in  the  financial  area  which  in  turn  will  improve  their 
accountability  and  control  of  public  and  private  funds.  The 
technical  assistance  will  also  focus  on  strengthening  the 
executive  capacities,  the  organizational  structure,  policy  planning 
and  overall  program  management  systems.    In  cooperation  with  the 
Office  of  Personnel  Management,  Indian  tribes  will  be  able  to 
receive  training  and  on-site  technical  assistance  in  personnel 
management.    Comprehensive  merit  employment  systems  will  be  initiated 
and  put  in  place,  resulting  in  increased  stability  and  improved 
service  delivery  systems  for  the  people. 

Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981 
Revised  Estimate 

The  FY  1982  revised  request  for  Training  and  Technical  Assistance  is 
$1,000,000.    This  is  a  decrease  of  $2,100,000  below  the  FY  1981  estimate. 
This  reduction  will  be  achieved  through  refocusing  of  the  training  and 
technical  assistance  program.    There  will  be  a  reduction  in  the  number 
of  contracts  awarded  on  a  sectional  basis  for  maintenance- type  technical 
assistance  and  training.    Assistance  will  be  provided  to  Native  American 
organizations  enabling  them  to  procure  special  assistance  that  is  required 
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to  provide  the  elected  and  management  leadership  with  the  skills 
and  knowledge  needed  to  administer  effectively  a  wide  range  of 
services  and  programs  for  Native  Americans.    Increased  efforts  will 
be  made  to  mobilize  and  coordinate  existing  local  technical 
assistance  and  training  resources. 
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Research,  Demonstration  and  Evaluation 

Authorizing  legislation  -  Native  American  Programs  Act  of  1974, 
as  amended  (P.L.  95-568)  Sec.  805 

1982 

1981  Revised 
Estimate  Request 

Current  request...         $1,700,000  $1,700,000 

Proposed  change. . .    -1,000,000 

Revised  request.  1,700,000  700,000 

Justification  for  FY  1982  Revised  Request 

Support  for  research,  demonstration  and  evaluation  is  provided 
to  public  and  private  agencies  to  test  or  assist  in  the 
development  of  new  approaches  or  methods  that  will  aid  in 
overcoming  special  problems  or  otherwise  further  social  and 
economic  self-sufficiency  for  Native  Americans.  These 
activities  are' conducted  by  means  of  grants,  contracts  and 
interagency  agreements  with  other  Federal  agencies. 


The  development  of  a  comprehensive  program  information 
system  for  the  Administration  for  Native  Americans  will 
be  supported  in  FY  1982.    This  will  establish  a  rational 
system  for  collecting  and  using  program  data.    It  will 
facilitate  improvements  in  program  administration,  grantee 
accountability  and  program  evaluation.    Based  upon  a 
feasibility  study  completed  in  FY  1981,  an  effort  will  be 
initiated  in  FY  1982  to  evaluate  the  reservation  program. 
The  results  of  this  evaluation  will  provide  the  basis  for 
setting  future  program  policies  and  resource  allocation. 
To  increase  employment  opportunities  for  Native  Americans, 
efforts  will  move  beyond  the  initial  developmental  stages, 
continuing  to  include  interagency  cooperation  and 
coordination.    A  Native  American  research  data  base 
completed  in  FY  1981  will  help  prevent  duplication  of  effort 
by  government  agencies  and  will  provide  reliable  information 
to  Native  American  communities  for  program  planning  at  the 
local  level. 
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Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981 
Revised  Estimate 

The  FY  1982  revised  request  for  Research,  Demonstration  and 

Evaluation  is  $700,000.     This  is  a  decrease  of  $1,000,000 

below  the  FY  1981  estimate.     This  reduction  reflects  decisions  to: 

(1)  reduce  the  level  of  financial  support  for  certain  Native 
American  research  and  demonstration  projects  which  have  achieved 
an  acceptable  level  of  development  and  potential  for  self-support; 

(2)  place  greater  emphasis  on  interagency  cooperation  and  joint 
support  of  priority  projects;  and  (3)  postpone  certain  planned 
projects  which  are  not  of  highest  priority.     The  current  priorities 
of  the  Administration  for  Native  Americans'  Research,  Demonstration 
and  Evaluation  program  are  to  evaluate  program  effectiveness  and  to 
upgrade  program  performance  and  accountability,  and  to  promote 
utilization  of  knowledge  and  research  by  Native  American  communities 
for  self-determined  socio-economic  development. 
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SOCIAL  SERVICES  DISCRETIONARY  ACTIVITIES 
Social  Services  Discretionary  Activities 

Authorizing  legislation  -  Title  IV,  section  426;  Title  XI,  section  1110 
and  section  1115  of  the  Social  Security  Act. 


1981  1982 

Revised  Estimate  Revised  Request 

Current  request      

Proposed  change     +  $  60,750,000 


Revised  request     $  60,750,000 


Justification  for  FY  1982  Revised  Request 

In  fiscal  year  1982,  a  level  of  $60,750,000  will  support  research  and 
demonstration  projects  in  the  priority  areas  of  child  welfare;  day  care; 
child  abuse  and  neglect;  developmental  disabilities;  social  services 
delivery  and  management;  and  rehabilitation  of  the  disabled.  In 
addition,  support  will  be  continued  for  the  national  switchboard  for 
runaway  youth  and  the  national  adoption  information  exchange  system. 

Projects  will  include  research  into  the  impact  of  current  child  welfare 
services  delivery  practice  and  the  development  of  methods  to  improve 
these    practices;  research  into  alternative  ways  to  improve  day  care  and 
the  development  of  models  to  demonstrate  quality  day  care  practices;  and 
the  development  of  alternative  models  for  long-term  care  of  the  develop- 
mentally  disabled. 

Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981  Estimate 

The  new  proposal  to  consolidate  existing  categorical  activities  is  oart 
of  the  Administration's  plan  to  reduce  overlapping  and  uncoordinated 
research  and  demonstration  authorities.    This  proposal  would  provide  the 
Secretary  with  maximum  flexibility  in  targeting  activities  to  areas  of 
special  need. 

The  following  categorical  activities  have  been  consolidated  into  the 
Social  Services  Discretionary  Activities  program:     Child  Abuse,  Runaway 
Youth,  Adoption  Opportunities,  Developmental  Disabilities  Special  Projects 
and  University  Affiliated  Facilities,  Social  Services  Research,  Administra- 
tion for  Children,  Youth  and  Families  Research  and  Demonstration,  and  the 
National  Institute  of  Handicapped  Research  (Department  of  Education). 

The  $60,750,000  level  represents  approximately  seventy-five  percent  of  the 
revised  Fiscal  Year  1981  request.     Many  of  the  categorical  authorities  for 
these  activities  are  proposed  for  repeal  under  the  Social  Services  Block 
Grant  Act. 


78-993   O— 80  55 
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1981  WHITE  HOUSE  CONFERENCE  ON  AGING 


1981 
Estimate 


1982 
Estimate 


Increase  or 
Decrease 


$3,000,000 


$-  3,000,000 


General  Statement 


Under  P.L.  95-478,  Congress  authorized  the  third  decennial  White  House 
Conference  on  Aging  to  be  convened  in  1981  by  the  President  and  con- 
ducted by  the  Secretary  of  Health  and  Human  Services.    The  Conference 
received  a  $3  million  appropriation  in  fiscal  year  1979,  and  received 
an  additional  $3  million  in  FY81  for  a  total  appropriation  of  $6 
million.    The  Conference  has  the  following  major  objectives: 

o    to  convene  representatives  to  public  and  private  leadership 
institutions,  older,  minority  and  low  income  persons,  and 
professionals  in  aging  and  related  fields  for  the  purpose  of 
developing  a  proposed  comprehensive  national  aging  policy  to 
be  presented  to  the  President  and  the  Congress. 

o    to  identify  policies  and  practices  that  enhance  the  status 
and  improve  the  life  style  of  older  Americans. 

o    to  assess  the  responsibilities  of  both  the  public  and  private 
sectors  in  meeting  the  present  and  future  needs  of  Older 
Americans . 

The  1981  White  House  Conference  on  Aging  will  differ  in  focus  from  the 
1961  and  1971  White  House  Conference  on  Aging  which  were  directed 
primarily  toward  short-term  present-oriented  policy  related  to 
government  programs.    Because  the  number  of  Americans  age  65  and  over 
will  more  than  double  over  the  next  50  years ,  the  1981  White  House 
Conference  on  Aging  will  focus  on  the  development  of  future  policies 
and  programs,  while  assessing  current  priorities  in  light  of  the 
changing  societal  structure.    Areas  requiring  attention  include  the 
development  of  policies  on  long  term  care,  employment,  retirement, 
and  pension  systems.    These  objectives  are  being  addressed  at  local, 
state  and  national  levels  under  the  leadership  of  the  Conference 
Executive  Director  and  the  Conference  Advisory  Committee. 
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1981  White  House  Conference  on  Aging 


Authorizing  legislation  -  P.L.  95-478 


1981 
Current 
Estimate 


Authorization 


1982  Request 


Budget 
Authority 


Increase  or 
Decrease 


$3,000,000 


Indefinite 


$-  3,000,000 


Purpose  and  Method  of  Operation  -  The  legislation  requires  a  series 
of  activities  to  carry  out  the  Conference  objectives.    The  activities 
include: 

o    appointing  an  Advisory  Committee  to  assist  in  planning, 
implementing  and  reviewing  the  Conference  process . 

o    appointing  Technical  Committees  to  develop  materials 
documenting  Conference  issues  and  objectives. 

o    compiling  statistical  information  on  the  well-being  of 
older  persons . 

o    supporting  local  and  state  conferences  to  be  conducted 
during  1980  and  early  1981. 

o    managing  the  National  Conference,  which  will  be  held  in 
November-December  1981 . 

o    producing  a  final  Conference  report,  incorporating  a 
proposed  national  aging  policy  and  implementation 
recommendations,  to  be  presented  to  the. President  within 
180  days  of  the  National  Conference. 

All  activities  are  conducted  in  such  a  way  as  to  insure  broad  partici- 
pation by  older,  minority,  and  low  income  persons.    Conference  costs 
are  funded  under  the  Conference  appropriations  while  State  and  local 
conferences  were  funded  by  Administration  on  Aging  grants  to  states. 

Rationale  for  the  Budget  Request  -  No  appropriation  is  requested  for 
FY  1982.  i 


866 


119 


PROGRAM  DIRECTION 


FY  1981 
Revised  Estimate 
Budget 
Pos.        Authori ty 


Budget 
Pos.  Authority 


Revised  Request 


FY  1982 


Pos. 


Increase  or 
Decrease 


Budget 
Authority 


1,507  $64,938,000 


1,296  $63,163,000 


-211 


-$1,775,000 


General  Statement 


Human  Development  Services  is  responsible  for  the  Federal  administration 
of  programs  serving  children,  youth,  the  aged,  the  developmentally 
disabled,  and  Native  Americans.    In  addition,  Human  Development  Services 
contains  a  number  of  programs  aimed  at  improving  the  quality  of  life  for 
the  vulnerable  segments  of  the  Nation's  population. 

The  offices  within  Human  Development  Services  provide  executive 
direction  and  policy  guidance;  provide  technical  assistance  to  grantees — 
local,  State  and  non-profit  organizations  —  who  are  involved  in  the 
planning  and  delivery  of  social  services  and  human  development  programs. 
Funds  within  this  account  also  support  administration  and  management 
activities  necessary  for  sound  program  and  fiscal  management  practices. 
Funds  are  included  to  provide  for  a  transition  to  and  management  of  the 
proposed  Social  Services  Block  Grant. 
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Program  Direction 


1981 

Revised  Estimate 


1982 
Revised  Request 


Pos. 


Amount 


Pos. 


Amount 


Current  request 


1,507  $64,938,000 


1,507  $68,163,000 


Proposed  change ........ 


-0- 


-  0  - 


-211    -  5,000,000 


Revised  request  1,507       64,938,000         1,296  63,163,000 


Justification  for  FY  1982  Revised  Request 

In  fiscal  year  1982  the  offices  within  Human  Development  Services  will  continue 
activities  to  improve  the  management  and  operation  of  programs  serving 
children,  youth,  the  aged,  the  developmen tally  disabled  and  Native  Americans. 
The  funds  requested  for  FY  1982  will: 

o  support  1,246  permanent  full-time  equivalents  against  1,296 
authorized  positions  and  a  permanent  full-time  equivalent 
ceiling  of  1,246. 

o  support  193  other- than-permanent  full-time  equivalents 

o  Support  built-in  increases  for  Standard  Level  Users  charges 
(rent),  arid  telephone. 

Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981 
Revised  Estimate 

Included  in  this  request  are  40  positions  and  $1,200,000  associated  with  the 
Social  Services  Block  Grant  requested  under  the  proposed  Social  Services 
Block  Grant  Act  authority.    In  addition,  65  positions  are  included  for  FY  1982 
to  provide  for  a  transition  to  the  block  grant.    Titles  IV-B,  IV-E  and  Title  XX 
all  have  prior  year  activities  that  will  carry  into  1982. 

The  reduction  includes  205  positions  and  $4  million  associated  with  the  Block 
Grant.    If  the  proposed  legislation  is  not  enacted,  the  205  positions  and 
$4  million  would  remain  in  this  account. 
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The  $4  million  in  estimated  savings  includes  a  $5  million  reduction  in 
compensation,  benefits  and  related  costs  associated  with  the  loss  of 
205  positions  and  an  offset  against  that  amount  of  $1  million  for  costs 
associated  with  the  reduction  in  force  process  including  costs  such  as 
lump  sum  annual  leave  payments,  relocation  costs  and  severance  pay. 

The  reduction  also  includes  6  positions  associated  with  the  Federal 
Council  on  Aging. 


Summary  of  Changes 

1981  Revised  estimate  $  64,938,000 

1982  Revised  request  $  63,163,000 

Net  Change   -  1,775,000 


1981  Revised  Base  Change  from  Base 

Increases ; 
A.  Built-in: 

1.  Increases  associated  with 
Standard  Level  User 

Charge  (rent)   $    3,692,000  +  $  700,000 

2.  Increases  associated  with 
higher  rates  for  operating 
costs  such  as  FTS  and 

telephone   1,350,000  +  125,000 

3.  Amount  associated  with 
increase  in  the  number  of 
full-time  equivalents 
supported  within  current 
authorized  position 

levels   50,471,000  +  1,400,000 


Subtotal,  Built-in  Increases    +  2,225,000 

Total,  Increases     +  2,225,000 
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1981  Revised  Base       Change  from  Base 

Decreases; 

A.  Program: 

1.  Net  decrease  of  Salaries 
and  Expenses  associated 
with  the  Block  Grant; 
Total  decrease  of  $5 
million  offset  by  $1 
million  of  costs  such  as 
severance  pay,  lump  sum 
payment  for  annual 


leave,  and  relocation     -  4,000,000 

(-205  pos.) 


2.  Reduction  of  6  positions 
associated  with  the 

Federal  Council  on  Aging....         (8  positions)  (-  6  positions) 

Subtotal,  Program  Descreases    -  4,000,000 

(-211  pos.) 


Total,  Decreases     -  4,000,000 

(-211  pos.) 


Net  Change     -  1,775,000 

(-211  pos.) 
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STATE  TABLES 


Estimated  Distribution  of  Funds 
for  Head  Start  Projects 
among  the  States 
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State 

Alabama 

Alaska 

Arizona 

Arkansas 

California 


Fiscal  Year 

1980 
$735  million 
appropriation 

$15,010,357 
1,742,947 
5,777,119 
7,617,778 
64,655,214 


Fiscal  Year 

1981 
$820  million 
appropriation 

$16,312,773 
1,742,947 
6,531,766 
8,133,991 
72,557,012 


Fiscal  Year 

1982 
$950  million 
appropriation 

$19,213,840 
1,742,947 
7,693,377 
9,580,542 
85,460,567 


Colorado 
Connecticut 
Delaware 
District  of 

Columbia 
Florida 


7,054,149 
6,441,506 
1,507,961 

4,839,817 
17,914,521 


7,509,984 
7,394,848 
1,610,824 

5,157,104 
20,315,226 


8,845,561 
8,709,949 
1,897,293 

6,074,245 
23,928,090 


Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 


15,013,474 
2,654,966 
1,822,118 

35,651,070 
9,029,021 


18,104,944 
2,891,268 
1,946,188 
39,900,129 
10,195,339 


21,329,731 
3,405,452 
2,292,299 
46,995,977 
12,008,480 


Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 


4,691,779 
4,483,894 
14,399,044 
13,628,586 
2,831,557 


5,388,754 
4,780,170 
15,346,541 
15,868,170 
3,257,885 


6,347,091 
5,630,276 
18,075,773 
18,690,169 
3,837,268 


Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 


9,135,911 
16,212,218 
27,672,106 

6,937,601 
43,535,089 


10,494,032 
18,316,344 
31,996,812 
7,905,081 
43,535,089 


12,360,293 
21,573,727 
37,687,132 
9,310,922 
43,535,089 
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State 

Missouri 
Montana 
Nebraska 
Nevada 

New  Hampshire 


Fiscal  Year 

1980 
$735  million 
appropriation 

$12,930,787 
1,811,820 
2,848,432 
928,995 
1,365,108 


Fiscal  Year 

1981 
$820  million 
appropriation 

$13,795,581 
1,933,989 
3,041,210 
1,056,709 
1,481,549 


Fiscal  Year 

1982 
$950  million 
appropriation 

$16,248,990 
2,277,930 
3,582,059 
1,244,634 
1,745,028 


New  Jersey  20,796,869  23,773,697  28,001,617 

New  Mexico  3,938,943  4,447,982  5,239,012 

New  York  49,761,930  55,827,108  65,755,413 

North  Carolina  15,252,240  16,280,408  19,175,719 

North  Dakota  907,833  1,018,717  1,199,886 


Ohio 

Oklahoma 
Oregon 

Pennsylvania 
Puerto  Rico 


28,418,826 
9,286,748 
5,612,228 
30,068,515 
27,534,914 


31,729,854 
9,892,725 
6,217,264 
33,912,199 
30,958,452 


37,372,698 
11,652,049 
7,322,944 
39,943,152 
36,464,110 


Rhode  Island  2,289,826  2,578,247  3,036,763 

South  Carolina  9,280,290  9,915,692  11,679,101 

South  Dakota  1,452,937  1,632,863  1,923,252 

Tennessee  12,837,022  13,691,587  16,126,502 

Texas  28,940,195  33,133,048  39,025,437 


Utah  2,564,857  2,855,245  3,363,022 

Vermont  1,456,983  1,556,676  1,833,516 

Virginia  9,266,877  10,544,228  12,419,416 

Washington  7,355,026  8,172,132  9,625,466 

West  Virginia  6,420,935  6,850,732  8,069,068 


9,707,102 
1,006,527 


11,173,306 
1,080,327 


13,162,369 
1,272,453 


Wisconsin 
Wyoming 

Total  allocation 
to  local  projects 
in  States  $645,302,568 


$715,744,748  $834,980,696 
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Fiscal  Year 

1980 
$735  million 
appropriation 


Total  allocation 
in  local  projects 
in  States 


$645,302,568 


Fiscal  Year 

1981 
$820  million 
appropriation 


Fiscal  Year 

1982 
$950  million 
appropriation 


$715,744,748  $834,980,696 


Projects  in  the 
Virgin  Islands 
and  Outer  Pacific 
Islands 


3,454,768 


3,834,792 


4,219,304 


Indian  and 
migrant  projects 


41,891,770 


55,555,251 


64,800,000 


Program  and 

facilities 

improvement 


2,350,894 


4,000,000 


Total  for  Full 
Year  and  Summer 

Head  Start  $693,000,000         $778,000,000  $908,000,000 

The  State  allotments  shown  in  this  table  include  both  the  distribution 
of  funds  prescribed  by  the  population-based  formula  contained  in  Head 
Start  legislation  and  additional  money  from  the  Secretary's 
discretionary  fund.    The  Secretary's  discretionary  funds  have  been 
distributed  to  enable  each  State  eligible  by  statute  for  a  funding 
increase  to  receive  the  10%  cost-of-living  increase  and  a  share, 
proportionate  to  the  State  s  funding  base,  of  the  program  improvement 
funds  described  in  the  budget  request.    The  amount  of  funds  from  each 
of  these  sources  is: 


Statutory 

Formula 

Allotment 

1980  (actual)  $634,002,184 

1981  (actual)  696,658,872 

1982  (estimated)  816,050,348 


Secretary's 

Discretionary  Total  State 
Allotment  Allotment 


$  11,300,384  $645,302,568 
19,085,876  715,744,748 
18,930,348*  834,980,696 


*Discretionary  funds  needed  to  enable  all  eligible  States  to  receive  a 
10%  cost-of-living  increase:  $6,615,770. 

Discretionary  funds  needed  to  effect  program  improvements: 
$12,314,578. 
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The  estimated  distribution  of  funds  shown  for  fiscal  year  1982  is 
a  projection  based  on  currently  available  population  and  AFDC 
recipient  data  and  on  preliminary  assumptions  concerning  the  amount 
and  distribution  of  the  Secretary's  discretionary  funds  to  be 
provided  to  States.    This  distribution  does  not,  therefore, 
represent  final  State  funding  levels.    The  final  distribution  of 
funds  may  be  significantly  affected  by  the  results  of  the  1980 
Census  and  may  also  be  affected  by  refinements  in  the  targeting 
of  discretionary  funds  to  address  the  program  improvement  needs 
described  in  the  budget  request. 
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Child  Abuse  and  Neglect 
State  Grants 
Actual  and  Estimated  Awards 


1980       '         1981     ~  1982 
Actual  Revised  Revised 

Estimate  Request  — 


A  n 


Total  57  "States" 

$6,878,400 

$6,878,400 

Alabama 

Alaska 

Arizona 

Arkansas 

California 

146,790 
12 
12 

99,480 
641,654 

122,408 
48,405 
93,446 
84,438 

496,886 

Colorado 
Connecticut 
Delaware 
D.  C. 
Florida 

115,218 
117,160 
53,529 
53,918 
253,748 

96,765 
98,187 
49,353 
49,828 
202,019 

Georgia 

Hawaii 

Idaho 

Till  Tlrt  1  fi 
i  1  1  J.  Ll\J  J.  9 

Indiana 

188,757 
64,118 
12 

351  477 

n 

152,711 
57,887 
59,310 
278  032 
155^556 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

117,354 
100,160 
138,727 
163,207 
68,393 

98,187 
84,912 
114,781 
133,273 
60,732 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

12 

184,774 
303,390 
150,967 
115,703 

122,367 
149,375 
239,649 
123,790 
97,240 

Missouri 
Montana 
Nebraska 
Nevada 

New  Hampshire 

57,634 
60,427 
81,118 
12 

62,078 

136,491 
55,043 
70,689 
52,672 
55,990 
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1980 
Actual 


„  19,81  J 
Revised 

Estimate 


Request 


3/ 


New  Jersey 

$231, 

793 

$185, 

425 

New  Mexico 

76. 

942 

67, 

369 

New  York 

451, 

070 

389, 

319 

North  Carolina 

194, 

294 

156, 

978 

North  Dakota 

56 

444 

51 

724 

Ohio 

337, 

197 

267, 

135 

Oklahoma 

116. 

771 

97> 

713 

Oregon 

12 

89, 

179 

Pennsylvania 

fi 

268, 

932 

Rhode  Island 

61 , 

398 

55, 

487 

South  Carolina 

125, 

514 

103 

877 

South  Dakota 

57. 

415 

52. 

672 

Tennessee 

158. 

545 

129. 

953 

Texas 

434, 

829 

341, 

590 

Utah 

86, 

559 

74, 

955 

Ve rmont 

51 

392 

47 

931 

Virginia 

177, 

294 

143, 

703 

Washington 

144, 

069 

118, 

574 

West  Virginia 

89, 

862 

77, 

326 

Wisconsin 

11 

137, 

066 

Wyoming 

50, 

906 

47, 

931 

American  Samoa 

39, 

015 

38, 

922 

Guam 

42, 

872 

41, 

767 

Puerto  Rico 

163, 

402 

133, 

273 

Trust  Territory  of 

Pacific  Islands 

11 

42, 

242 

Virgin  Islands 

41, 

036 

38, 

961 

Northern  Mariana 

Islands 

11 

37, 

974 

/I      Based  on  the  Act,  30%  of  the  regular  appropriation  and 
the  specially  earmarked  child  sexual  abuse  appropria- 
tion are  used  for  these  grants. 

/2      States  not  eligible  for  FY  1980  awards. 

/3      This  program  is  being  terminated.    Similar  activities  may  be 
carried  out  under  the  proposed  Social  Services  Block  Grant. 
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RUNAWAY  AND  HOMELESS  YOUTH 

ACTUAL  AND  ESTIMATED  ALLOCATIONS  BY  STATE 

__  -_ 

1980            Revised   w  Revised  . 
 Actual  Estimate-^  Request  — 

Total  57  "States" 


Alabama 

141,100 

179,484 

Alaska 

48,088 

23,455 

Arizona 

194,408 

120,336 

Arkansas 

75,500 

101  980 

California 

1,085,608 

990,222 

Colorado 

214,509 

127,475 

Connecticut 

96,000 

130  534 

Delaware 

0 

26,515 

D.C. 

132,724 

26  515 

Florida 

706,050 

354,889 

Georgia 

85,550 

247,810 

Hawaii 

288,300 

43  851 

Idaho 

54,092 

46  911 

Illinois 

337,317 

514 ,997 

Indiana 

405,500 

253,929 

Iowa 

100,000 

130  534 

Kansas 

55,000 

102  ,'999 

Kentucky 

91,550 

166,227 

Louisiana 

73,000 

205,999 

Maine 

40,000 

50,990 

Maryland 

347,731 

182,543 

Massachusetts 

150,050 

241,692 

Michigan 

295,500 

435,453 

Minnesota 

84,000 

185,603 

Mississippi 

75,000 

128,494 

Missouri 

212,330 

214,157 

Montana 

70,835 

37,732 

Nebraska 

114,000 

71,386 

Nevada 

78,020 

32,633 

New  Hampshire 

58,000 

40,792 
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RUNAWAY  AND  HOMELESS  YOUTH 
ACTUAL  AND  ESTIMATED  ALLOCATIONS  BY  STATE 


1981 

1982 

1980 
Actual 

Revised 
Estimate  — 

Revised  £/ 
Request  ~~ 

New  Jersey 

255,425 

318,176 

New  Mexico 

149,611 

64,247 

New  York 

737,883 

756,689 

North  Carolina 

82,000 

256,989 

North  Dakota 

9,734 

30,594 

unxo 

ccn  tin 

toy  ,z/u 

491,542 

Oklahoma 

214,836 

129,514 

Oregon 

180,000 

111,158 

Pennsylvania 

323,060 

495,621 

Rhode  Island 

46,000 

38,752 

South  Carolina 

78,000 

143,791 

South  Dakota 

58,766 

32,633 

Tennessee 

199,150 

198,860 

Texas 

676,855 

651,650 

Utah 

58,676 

80,564 

Vermont 

122,000 

22,436 

Virginia 

53,112 

229,454 

Washington 

282,032 

174,385 

West  Virginia 

125,007 

85,663 

Wisconsin 

288,500 

214,157 

Wyoming 

48,550 

22,436 

American  Samoa 

0 

2,040 

Guam 

49,650 

9,178 

Puerto  Rico 

70,000 

205,999 

Trust  Territory  of 

Pacific  Islands 

0 

10,198 

Virgin  Islands 

0 

6,119 

Northern  Mariana  Islands 

0 

1,020 

TOTAL  10,200,002 

1/  In  FY  1980  the  law  did  not  contain  an  allocation  formula.  Dis- 
tribution of  funds  was  made  by  an  administratively  developed 
formula. 

2/  This  program  is  being  terminated.     Similar  activities  may  be  carried 
out  under  -the  proposed  Social  Services  Block  Grant. 
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CHILD  WELFARE  SERVICES 
IV-B 

Actual  and  Estimated  Awards  133 


1981  1982 
1980            Revised               Revised  1/ 
Actual  Estimate  Request 


Total  57  "States" 

$66,150,000 

$163,550,000 

Alabama 

Alaska 

Arizona 

Arkansas 

California 

1,372,055 
153,266 
828,928 
829,481 

5,238,037 

3,407,692 
283,445 
2,015,438 
2,016,856 
13,317,761 

Colorado 

Connecticut 

Delaware 

D.C. 

Florida 

804,817 
739,139 
212,570 
191,662 
2.272,720 

1,953,631 
1,785,273 
435,463 
381,868 
5,716,459 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

1,777,271 
299,608 
379,589 
2,768,967 
1,638,551 

4,446,423 
658,576 
863,601 
6,988,541 
4,090,828 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

876,692 
676,775 
1,224,246 
1,516,115 
430,305 

2,137,876 
1,625,409 
3,028,799 
3,776,976 
993,606 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

1,084,051 
1,485,660 
2,553,935 
1,192,997 
1,067,362 

2,669,422 
3,698,908 
6,437,327 
2,948,693 
2,626,640 

Missouri 
Montana 
Nebraska 
Nevada 

New  Hampshire 

1,443,099 
321,939 
.512,356 
235,202 
329,448 

3,589,808 
715,822 

1,203,938 
493,478 
735,071 
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1980 

Revised 

Revised 

Actual 

Estimate 

Request 

New  Jersey 
New  Mexico 

1,715,415 
519,449 

4,287,870 
1,222,120 

New  York 
North  Carolina 
North  Dakota 

4,239,657 
1,857,052 
271,185 

10,758,494 
4,650,935 
585,718 

Ohio 

Oklahoma 
Oregon 

Pennsylvania 
Rhode  Island 

3,038,611 
932,497 
730,717 

3,065,144 
316,170 

7,679,747 
2,280,928 
1,763,685 
7,747,762 
701,032 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

1,114,305 
300,727 
1,486,037 
4,068,882 
610,263 

2,746,983 
661,447 
3,699,873 
10,320,747 
1,454,911 

Vermont 
Virginia 
Washington 
West  Virginia 
Wisconsin 

227,945 
1,481,640 
1,015,731 

657,171 
1,407,599 

474,878 
3,688,601 
2,494,290 
1,575,156 
3,498,806 

Wyoming 
American  Samoa 
Guam 

Puerto  Rico 
Trust  Territory  of 
Pacific  Islands 

188,783 

NA 
141,061 
2,094,053 

NA 

374,490 

NA 
252,159 
5,258,464 

NA 

1/ 


Virgin  Islands  130,282 
Northern  Mariana  Islands  NA 


224,528 
102,748 


1/  This  program  is  being  terminated.    Similar  activities  may  be 
carried  out  under  the  proposed  Social  Services  Block  Grant. 


78-993   O— 80  56 
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Allocation  to  the  State  Programs  for  the  Aging 
Title  III  State  Agency  Activities 


FY'80 

-  FY' 82 

1980 
Actual 

1981* 
Revised 
Estimate 

1982** 
Revised 
Estimate 

Total  57  "States" 

$22,500,000 

$22,675,000 

$22,675,000 

Alabama 

Alaska 

Arizona 

Arkansas 

California 

300,000 
300,000 
300,000 
300,000 
1,560,256 

300,000 
300,000 
300,000 
300,000 
1,597,452 

300,000 
300,000 
300,000 
300,000 
1,612,396 

Colorado 

Connecticut 

Delaware 

D.C. 

Florida 

300,000 
300,000 
300,000 
300,000 
957,327 

300,000 
300,000 
300,000 
300,000 
978,867 

300,000 
300,000 
300,000 
300,000 
1,007,588 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

323,619 
300,000 
300,000 
833,171 
383,615 

329,158 
300,000 
300,000 
841,916 
388,453 

330,801 
300,000 
300,000 
830,144 
385,831 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

300,000 
300,000 
300,000 
300,000 
300,000 

300,000 
300,000 
300,000 
300,000 
300,000 

300,000 
300,000 
300,000 
300,000 
300,000 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

300,000 
475,033 
603,954 
306,902 
300,000 

300,000 
477,791 
611,653 
310,080 
300,000 

300,000 
475,661 
610,434 
309,261 
300,000 

Missouri 
Montana 
Nebraska 
Nevada 

New  Hampshire 

412,296 
300,000 
300,000 
300,000 
300,000 

415,011 
300,000 
300,000 
300,000 
300,000 

409,830 
300,000 
300,000 
300,000 
300,000 
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FY' 80  -  FY' 82 


1980                    1981*  1982** 
Revised  Revised 
Actual  Estimate  Estimate 


New  Jersey 

577,861 

587 

795 

587,027 

New  Mexico 

300,000 

300 

000 

300,000 

New  York 

1,437,894 

1,442 

372 

1,420,266 

North  Carolina 

380,584 

389 

223 

392,262 

North  Dakota 

300,000 

300 

000 

300,000 

Ohio 

775,251 

784 

706 

779,159 

Oklahoma 

300,000 

300 

000 

300,000 

Oregon 

300,000 

300 

000 

300,000 

Pennsylvania 

1,013,215 

1,026 

067 

1,021,500 

Rhode  Island 

300,000 

300 

000 

300,000 

South  Carolina 

300,000 

300 

000 

300,000 

South  Dakota 

300,000 

300 

000 

300,000 

Tennessee 

325,119 

330 

339 

331,204 

Texas 

860,606 

877 

369 

882,824 

Utah 

300,000 

300 

000 

300,000 

Vermont 

300,000 

300 

000 

300,000 

Virginia 

330,555 

339 

100 

342,042 

Washington 

300,000 

300 

000 

300,000 

West  Virginia 

300,000 

300 

000 

300,000 

Wisconsin 

367,742 

372 

648 

371,770 

Wyoming 

300,000 

300 

000 

300,000 

American  Samoa 

75,000 

75 

000 

75,000 

Guam 

75,000 

75 

000 

75,000 

Puerto  Rico 

300,000 

300 

000 

300,000 

Trust  Territory  of 

75,000 

75 

000 

75,000 

Pacific  Islands 


Virgin  Islands  75,000  75,000  75,000 

Northern  Mariana 

Islands  75,000  75,000  75,000 

*    Based  on  U.S  Bureau  of  the  Census  1979  population  estimates 

and  the  provisions  of  Title  III  of  the  Older  Americans  Act. 


Based  on  projected  populations,  final  allotments  may  vary 
upon  publication  of  official  data  from  the  U.S.  Bureau  of 
the  Census. 
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Allocation  to  the  State  Programs  for  the  Aging 
Title  III  Grants  for  Community  and  State  Activities 

 FY'80  -  FY'82  


1980                    1981  1982* 
Revised  Revised 
Actual  Estimate  Estimate 


Total  57  "States" 

$692,480,000 

Alabama 

- 

- 

- 

- 

10,997,714 

Alaska 

- 

- 

- 

3,427,776 

Arizona 

— 

— 

7,633,171 

Arkansas 

— 

— 

_ 

7,591,822 

Cali  f ornia 

62,977,933 

Colorado 

- 

- 

t'  p 

6,534,964 

Connecticut 

- 

- 

9,731,562 

Delaware 

- 

- 

- 

3,427,776 

D.C. 

— 

3,427,776 

FT  nn'  da 

39,355,017 

Georgia 

- 

- 

12,920,639 

Hawaii 

- 

- 

3,427,776 

Idaho 

- 

- 

3,427,776 

Illinois 

32,424,271 

Indiana 

15,070,034 

Iowa 

9,743,668 

Kansas 

7,718,079 

Kentucky 

10,257,923 

Louisiana 

10,043,708 

Maine 

3,527,211 

Maryland 

10,534,725 

Massachusetts 

18,578,684 

Michigan 

23,842,725 

Minnesota 

12,079,325 

Mississippi 

6,941,897 

Missouri 

16,007,425 

Montana 

3,427,776 

Nebraska 

5,126,389 

Nevada 

3,427,776 

New  Hampshire 

3,427,776 
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FY' 80  -  FY' 82 


1980                    1981  1982* 
Revised  Revised 
Actual   Estimate  Estimate 


New  Jersey 

22,928,460 

New  Mexico 

3,427,776 

New  York 

_ 

_ 

_ 

_ 

_ 

_ 

55,473,656 

North  Carolina 

_ 

_ 

_ 

_ 

_ 

_ 

15,321,202 

North  Dakota 

_ 

_ 

_ 

_ 

_ 

3,427,776 

Ohio 

■ 

30,432,904 

Oklahoma 

: 

: 

: 

: 

: 

9,280,417 

Oregon 

_ 

_ 

_ 

_ 

_ 

7,882,507 

Pennsylvania 

_ 

_ 

_ 

_ 

_ 

_ 

39,898,386 

Rhode  Island 

_ 

_ 

_ 

_ 

_ 

_ 

3,427,776 

South  Carolina 

- 

- 

- 

- 

- 

- 

7,294,551 

South  Dakota 

■ 

■ 

3,427,776 

Tennessee 

12,936,374 

Texas 

_ 

_ 

_ 

_ 

_ 

_ 

34,481,910 

Utah 

_ 

_ 

_ 

_ 

_ 

_ 

3,427,776 

Vermont 

3,427,776 

Virginia 

13,359,697 

Washington 

11,055,417 

West  Virginia 

6,067,541 

Wisconsin 

14,520,808 

Wyoming 

3,427,776 

American  Samoa 

428,472 

Guam 

1,713,888 

Puerto  Rico 

7,567,236 

Trust  Territory  of 

Pacific  Islands 

1,713,888 

Virgin  Islands 

1,713,888 

Northern  Mariana 

Islands 

428,472 

Evaluations 

6,924,800 

Based  on  projected  populations,  final  allotments  may  vary 
upon  publication  of  official  data  from  the  U.S.  Bureau  of 
the  Census. 


Funds  reserved  for  evaluation  will  be  alloted  to  American 
Samoa  to  fulfill  hold  harmless  requirements. 
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Allocation  to  the  State  Programs  for  the  Aging 
Title  III-B  Social  Services  and  Senior  Centers 

 FY* 80  -  FY' 82   


1980  1981*  1981*  1982 

Currently  Revised  Revised 

Actual  Available   Estimate  Estimate 


Total  57 


"States"  $246,970,000 

OCT     AAA  AAA 

9257,000,000 

Art / 7     AAA  AAA 

§247,000,000 

Alabama 

3,939,521 

4,086,826 

3,927,806 

- 

- 

- 

Alaska 

1,227,501 

1    ot)    i  en 
1,272, 130 

1,222,030 

Arizona 

2,570,859 

*»     T  "7  £     O  O  Q 

2, 776, 228 

2,668, 203 

Arkansas 

2,743,452 

i  Tin  ci/, 
Z ,  / 10 ,  t>14 

California 

22,094,560 

23, 210, 152 

22,307,033 

Colorado 

2,293,141 

2,411,016 

2,317,202 

- 

- 

- 

Connecticut 

3,458,857 

J , 590 , 319 

3  ,450 ,  304 

Delaware 

1,222,501 

1      171     1 CA 

1, Z72, 150 

i    oil    / c  n 

1,222,050 

D.C. 

1,227,501 

i    o^o    1  c  a 
1,2/2, 150 

1      O  O  O     £  C  A 

1, ZZZ,b50 

Florida 

13,556,573 

14,531, 737 

1  O     A££  OAA 

13,900,300 

Georgia 

4,602,370 

4,785,860 

4,599,640 

- 

- 

- 

Hawaii 

1,222,501 

1, 272, 150 

1,222,650 

Idaho 

1,227,501 

1, 272, 150 

1,222,650 

Illinois 

11,798,423 

12,092,419 

11      /<11  OAT 

11,621,897 

Indiana 

5,455,603 

5 ,602, 164 

5,384,181 

Iowa 

3,535,264 

3,642,332 

3,500,607 

Kansas 

2,795,541 

2,880,640 

2,768,553 

Kentucky 

3,730,308 

3,825,489 

3,676,637 

Louisiana 

3,590,046 

3,737,277 

3,591,858 

Maine 

1,268,465 

1,312,152 

1,261,096 

Maryla/nd 

3,731,311 

3,892,839 

3,741,366 

Massachusetts 

6,755,710 

6,953,407 

6,682,846 

Michigan 

8,589,170 

8,868,214 

8,523,148 

Minnesota 

4,364,624 

4,503,837 

4,328,591 

Mississippi 

2,498,420 

2,602,149 

2,500,898 

Misscuri 

5,838,470 

5,983,018 

5,750,215 

Montana 

1,227,501 

1,272,150 

1,222,650 

Nebraska 

1,865,742 

1,918,693 

1,844,036 

Nevada 

1,227,501 

1,272,150 

1,222,650 

New  Hampshire 

1,222,501 

1,272,150 

1,222,650 
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FY' 80  -  FY' 82 


1980* 
Actual 

1981* 
Currently 
Available 

1981* 
Revised 
Estimate 

1982 
Revised 
Estimate 

New  Jersey 

8,218, 

086 

8,497, 379 

8, 166, 742 

— 

— 

— 

New  Mexico 

1,227, 

501 

1,272,150 

1,222,650 

— 

New  York 

20,449, 

086 

20,865,285 

20,053,407 

— 

— 

North  Carolina 

5,389, 

394 

5,648,694 

5,428,900 

North  Dakota 

1,222, 

501 

1, 272, 150 

1,222,650 

Ohio 

11,025, 

276 

11, 325, 223 

10,884,553 

— 

— 

— 

Oklahoma 

3,362, 

794 

3,446,727 

3,312,613 

— 

T 

— 

Oregon 

2,780, 

462 

2,904,992 

2,791,958 

— 

T 

— 

Pennsylvania 

14,409, 

492 

14,844,873 

14,267,252 

Rhode  Island 

1,222, 

501 

1,272,150 

1,222,650 

South  Carolina 

2,564, 

424 

2,686,935 

2,582,385 

- 

South  Dakota 

1,222, 

501 

1,272,150 

1,222,650 

f 

Tennessee 

4,623, 

702 

4,794,642 

4,608,080 

— 

Texas 

12,239, 

157 

12,761,675 

11     O  £.  C  111 

12,265,111 

Utah 

1,227, 

501 

1,272, 150 

1,222,650 

Vermont 

1,222, 

501 

1, 272, 150 

1, 222,650 

Virginia 

4,701, 

006 

A    oin  lot 

4, 72o, 874 

- 

- 

Washington 

3,875, 

958 

4,084, 714 

3,925,775 

- 

— 

West  Virginia 

2,200, 

382 

2,253,936 

2,166,234 

— 

— 

Wisconsin 

5,229, 

869 

5,397,693 

5,187,666 

Wyoming 

1,222, 

501 

1,272, 150 

1,222,650 

American  Samoa 

478, 

675 

159,019** 

152,831** 

Guam 

612, 

251 

fi^fi  D75 

fill  ^95 
Oil, J^J 

Puerto  Rico 

2,521, 

343 

2,655,270 

2,551,952 

Trust  Territory 

of  Pacific 

Islands 

410, 

796 

636,075 

611,325 

Virgin  Islands 

611, 

251 

636,075 

611,325 

Northern  Mariana 

Islands 

153, 

813 

159,019 

152,831 

Evaluations 

1,663, 

838 

2,570,000 

2,470,000 

*  Based  on  U.S.  Bureau  of  the  Census  1979  population  estimates 
and  the  provisons  of  Title  III  of  the  Older  Americans  Act. 


**  Funds  reserved  for  Evaluations  will  be  alloted  to  American 
Samoa  to  fullfill  hold  harmless  requirements. 
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Allocation  to  the  State  Programs  for  the  Aging 
Title  III  Congregate  Nutrition  Services  by  State 


FY '80  -  FY '82 


1980 


Actual 


1982* 
Revised 
Estimate 


1982 
Revised 
Estimate 


Total  57  "States' 


$270,000,000  $295,000,000 


Alabama 

Alaska 

Arizona 

Arkansas 

California 


4,301,171 
1,336,500 
2,806,865 
2,995,302 
24,154,879 


4,691,104 
1,460,250 
3,186,721 
3,237,373 
26,642,005 


Colorado 

Connecticut 

Delaware 

D.C. 

Florida 


2,503,652 
3,776,382 
1,336,500 
1,341,500 
14,820,726 


2,767,509 
4,128,070 
1,460,250 
1,460,250 
16,680,398 


Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 


5,024,869 
1,336,500 
1,341,500 
12,898,628 
5,938,884 


5,493,497 
1,460,250 
1,460,250 
13,880,403 
6,430,500 


Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 


3,876,346 
3,052,173 
4,072,752 
3,924,818 
1,385,831 


4,180,887 
3,306,571 
4,391,126 
4,289,871 
1,506,167 


Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 
Montana 
Nebraska 
Nevada 

New  Hampshire 


4,079,257 
7,375,887 
9,377,659 
4,765,299 
2,739,468 

6,382,909 
1,341,500 
2,039,723 
1,341,500 
1,336,500 


4,468,433 
7,981,537 
10,179,468 
5,169,774 
2,986,903 

6,867,666 
1,460,250 
2,202,391 
1,460,250 
1,460,250 
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FY' 80  -  FY' 82 


1980 


Actual 


1981* 
Revised 
Estimate 


1982 
Revised 
Estimate 


New  Jersey 
New  Mexico 
New  York 
North  Carolina 
North  Dakota 


8,972,510 
1,341,500 
22,326,321 
5,891,955 
1,336,500 


9,753,801 
1,460,250 
23,950,425 
6,483,909 
1,460,250 


Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode  Island 


12,037,401 
3,671,500 
3,035,709 

15,732,289 
1,341,500 


12,999,769 
3,956,360 
3,334,524 

17,039,835 
1,460,250 


South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 


2,799,839 
1,341,500 
5,048,160 
13,362,715 
1,341,500 


3,084,225 
1,460,250 
5,503,577 
14,648,615 
1,460  250 


Vermont 
Virginia 
Washington 
West  Virginia 
Wisconsin 


1,336,500 
5,132,560 
4,231,772 
2,395,301 
5,693,153 


1,460,250 
5,647,845 
4,688,679 
2,587,202 
6,195,795 


Wyoming 
American  Samoa 
Guam 

Puerto  Rico 
Trust  Territory  of 
Pacific  Islands 


1,336,500 
587,813 
668,250 

2,752,803 

164,406 


1,460,250 
182,531** 
730,125 

3,047,878 

730,125 


Virgin  Islands  668,250 
Northern  Mariana  Islands  167,063 


730,125 
182,531 


Evaluations 


2,279,250 


2,950,000 


*  Based  on  U.S.  Bureau  of  the  Census  1979  population  estimates 
and  the  provisions  of  Title  III  of  the  Older  Americans  Act. 

**    Funds  reserved  for  Evaluations  will  be  alloted  to  American 
Samoa  to  fullfill  hold  harmless  requirements. 


888 


Allocation  to  the  State  Programs  for  the  Aging 
Title  III  Home  Delivered  Nutrition  Services 


FY'80 

-  FY' 82 

1980 

1981 

1982 

Revised 

Revised 

Actual 

Estimate 

Estimate 

Total  57  "States" 

$50,000,000 

$55,000,000 

-  -  ~ 

Alabama 

796,667 

874,613 

-  -  - 

Alaska 

250,000 

272,250 

_     _  mm 

Arizona 

520,759 

594,134 

Arkansas 

555,552 

603,578 



California 

4,473,126 

4,967,157 

_     _  — 

Colorado 

464,773 

515,976 

-     _  - 

Connecticut 

699,770 

769,640 

Delaware 

247,500 

272,250 

: : : 

D.C. 

247,500 

272,250 

— 

Florida 

2,744,579 

3,109,905 

-  -  - 

Georgia 

930,290 

1,024,211 

_  —  — 

Hawaii 

250,000 

272,250 

_  _  _ 

Idaho 

250,000 

272,250 

Illinois 

2,388,635 

2,587,872 

— 

Indiana 

1,102,293 

1,198,907 

—  —  — 

Iowa 

718,227 

779,487 

—  —  — 

Kansas 

563,552 

616,479 

Kentucky 

754,492 

818,684 

: : : 

Louisiana 

726,818 

799,806 

— 

Maine 

255,709 

280,811 

-  ~  ~ 

Maryland 

755,418 

833,098 

_  —  — 

Massachusetts 

1,364,975 

1,488,083 

_  _  _ 

Michigan 

1, 735,421 

I,o97,8o7 

Minnesota 

879,863 

963,856 

Mississippi 

505,815 

556,880 

Missouri 

1,182,020 

1,280,412 

Montana 

250,000 

272,250 

Nebraska 

377,727 

410,615 

Nevada 

250,000 

272,250 

New  Hampshire 

247,500 

272,250 
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 FY' 80  -    FY' 82  

1980                    1981*  1982 
Revised  Revised 
 Actual  Estimate  Estimate 


New  Jersey 

1    cct\  /.  /.  c 

1     O  1  0     C  rt  c 

l,olo,5U5 

OCrt  (\C\C\ 

O  T 1  OCA 

New  Mexico 

ZjU, uuu 

Z/Z, ZDU 

New  Yorfe 

4,  1j 1 , boo 

4,465, 333 

North  Carolina 

1,091,103 

1,208,864 

_ 

_ 

_ 

North  Dakota 

247,500 

•  272,250 

- 

- 

- 

unio 

Z , ZZ / , OJU 

I ,4ZJ , boo 

UKl anoma 

&  an  /.fie 
boU ,  H-Uj 

/  j / , bZb 

Oregon 

ceo  m  <> 

JO J , UiZ 

£0 1  £Q1 

bZi , by i 

Pennsylvania 

2,911,403 

3,176,918 

_ 

_ 

_ 

Rhode  Island 

250,000 

272,250 

- 

- 

- 

South  Carolina 

3iy  ,tbz 

575  noc 
3 1 J , UZj 

South  Dakota 

o  en.  nnn 
ZDU , UUU 

no    o  en 
.  Z/Z,Z3U 

Tennessee 

i, uzb , uy  i 

Texas 

7    /.  7  *>  QO'I 
Z  ,  *f  /  Z  ,  07Z 

o  711  noo 

z, / Ji , uyo 

Utah 

247,500 

272,250 

_ 

_ 

_ 

v  e  uuo  n  l 

it / , juu 

979  OSfi, 

Virginia 

950,174 

1,052,988 

_ 

_ 

_ 

Washington 

783,853 

874,161 

- 

- 

443  574 

to 4 , JDU 

Wisconsin 

1, 056^788 

1,155,148 

Wyoming 

247,500 

272,250 

American  Samoa 

30,937 

34,031** 

Guam 

124,550 

136,125 

Puerto  Rico 

510,777 

568,248 

Trust  Territories 

of 

Pacific  Islands 

23,048 

136,125 

Virgin  Islands 

123,750 

136,125 

Northern  Mariana 

Islands  30,937 

34,031 

Evaluations 

500,000 

550,000 

*  Based  on  U.S.  Bureau  of  the  Census  1979  population  estimates 
and  the  provisions  of  Title  III  of  the  Older  Americans  Act. 

**    This  amount  will  be  included  as  part  of  the  total  funds 
allotted  to  American  Samoa  to  meet  the  FY  1978  hold  harmless 
level. 
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DEVELOPMENTAL  DISABILITIES 
Basic  Support 


145 


1980 
Actual 


1981 
Revised 
Estimate 


1982 
Revised 
Request 


1/ 


Total  57  "States" 


43,180,000 


Alabama    894,730 

Alaska    252,492 

Arizona    404,168 

Arkansas    519,668 

California   ...   3,302,708 

Colorado    414,722 

Connecticut    505,193 

.Delaware    252,492 

D.C   252,492 

Florida    1,513,608 

Georgia    1,062,265 

Hawaii    252,492 

Idaho    252,492 

Illinois    1,819,644 

Indiana   1,023,533 

Iowa    567,711 

Kansas    418,320 

Kentucky    837,593 

Louisiana    871,691 

Maine    255,790 

Maryland    654,088 

Massachusetts    1,020,801 

Michigan    1,645,403 

Minnesota    735,038 

Mississippi    632,558 

Missouri    957,928 

Montana     252,492 

Nebraska    298,651 

Nevada    252,492 

New  Hampshire    252,492 


43,181,000 

885,923 
250,000 
400,187 
514,553 
3,270,201 

410,637 
500,221 
250,000 
250,000 
1,498,710 

1,051,810 
250,000 
250,000 
1,801,734 
1,013,458 

562,123 
414,203 
829,348 
863,111 
253,268 

647,650 
1,010,753 
1,629,207 
727,803 
626,333 

948,500 
250.000 
295,712 
250,000 
250,000 
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1981 

1982 

1980 
Actual 

Revised 
Estimate 

Revised  u 
Request  ~~ 

1,164,247  • 

262,271 
3,131,645 
1,230,712 
252,492 

1,152,788 
259,688 
3,100,820 
1,230,744 
250,000 

2,013,187 
577,297 
423,662 

2,291,467 
252,492 

1,993,371 
571,614 
419,491 

2,268,913 
250,000 

659,797 
250,000 
983,678 
2,322,848 
273,373 

659,814 
250,000 
973,995 
2,299,985 
270,680 

Virginia   

252,492 
955,865 
601,952 
500,341 
907,080 

250,000 
946,456 
596,028 
495,416 
898,151 

Trust  Territory  of 
Pacific  Islands 

252,492 

-0- 
136,346 
972,171 

-0- 

250,000 
135,000 
135,000 
962,601 
135,000 

Northern  Mariana  Islands 

136,346 
-0- 

135,000 
135,000 

Funds  are  allocated  on  the  basis  of  the  formula  provided  in  Section  132 
(a) (1)  of  the  Developmental  Disabilities  Assistance  and  Bill  of  Rights 
Act  as  amended  by  P.L.  95-602. 

II  This  program  is  being  terminated.     Similar  activities  may  be 
carried  out  under  the  proposed  Social  Services  Block  Grant. 
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DEVELOPMENTAL  DISABILITIES 
Protection  and  Advocacy  Grants 


14  7 


1981  1982 
1980            Revised               Revised  y 
Actual  Estimate  Request  ~ 


Total  57  "States"  ...       7,500,000  7,500,000 


150, 

787 

150,787 

Alaska 

^n 

/u/ 

cn  nnn 
jU , uuu 

oy, 

(.a  Q77 

oo , y / / 

A  tVoh  c  o  q  .... 

as 

•                oo , 

Ol7 

»7  Sftl 

Pa  1  4  fnm  A  a 

>                DD*t , 

jOO 

J_>0  ,  /Ul 

71, 

475 

70,479 

■                     00 , 

Jh4 

03  ,  l*fl 

D  6  1&  WcLlT  © 

<?n 

/  U  / 

^n  nnn 

D  C 

^n 

7H7 

^n  nnn 
JU , uuu 

71 oridfl 

7  C  C 

110 

oec  iio 
Z J J, 113 

179, 

032 

179,032 

Hawaii 

cn 

7rt7 
/U/ 

0U,uuu 

Idaho 

7m 

/U7 

Qn  nnn 
ju ,UUU 

T1Hnn-f « 

oil, 

UU/ 

juo ,0/2 

TnH  i  ana 

1/4, 

yj  / 

17  0    /.  QQ 

i/Zj'tyy 

97, 

026 

95,674 

71, 

498 

70,502 

141, 

150 

141,150 

148, 

986 

146,910 

50, 

707 

50,000 

111, 

802 

110,244 

174, 

472 

172,040 

281, 

217 

277,298 

125, 

631 

123,880 

106, 

606 

106,606 

163, 

724 

161,442 

50, 

707 

50,000 

51, 

220 

50,506 

50, 

707 

50,000 

50, 

707 

50,000 
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1980 
Actual 

1981 
Revised 
Estimate 

198,990 
50,707 
535,224 
209,478 
50,707 

196,217 
50,000 
527,765 
209,478 
50,000 

344,078' 
98,671 
72,416 

391,626 
50,707 

339,284 
97,296 
71,407 

386,168 
50,000 

113,894 
50,707 
168,123 
397,040 
50,707 

112,307 
50,000 
165,780 
391,507 
50,000 

50,707 
163,374 
102,891 

85,499 
155,032 

50,000 
161,097 
101,457 

84,307 
152,871 

50,707 

-0- 
30,424 
166,135 

-0- 

50,000 
30,000 
30,000 
163,820 
30,000 

30,424 
-0- 

30,000 
30,000 

1982 
Revised  1/ 
Request 


New  Jersey   

New  Mexico   

New  York   

North  Carolina   

North  Dakota   

Ohio   .'  

Oklahoma   

Oregon  

Pennsylvania   

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 
Virginia 
Washington 
West  Virginia 
Wisconsin 

Wyoming 
American  Samoa 
Guam 

Puerto  Rico 
Trust  Territory  of 
Pacific  Islands 

Virgin  Islands 

Northern  Mariana  Islands 


Funds  are  allocated  on  the  basis  of  the  formula  provided  in  Section  132 
(a)  (1)  of  the  Developmental  Disabilities  Assistance  and  Bill  of  Rights 
Act  as  amended  by  P.L.  95-602. 

1/  This  program  is  being  terminated.    Similar  activities  may  be 
carried  out  under  the  proposed  Social  Services  Block  Grant. 
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Human  Development  Services  149 
Estimates  for  Consultant  Services 

 Obligations  


Program  Activity   FY  1981   FY  1982 

Administration  for  Children,  Youth 

and  Families   5,700,000  5,450,000 

Administration  on  Aging   2,400,000  2,000,000 

Administration  for  Developmental 

Disabilities   800,000  800,000 

Administration  for  Native  Americans.  260,000  300,000 

Social  Services  Research   940,000  850,000 

Salaries  and  Expenses   800,000  800,000 


TOTAL   10,900,000  10,200,000 

Description  of  the  Need  for  Consultant  Services 

The  HDS  FY  1982  budget  request  includes  $10,200,000  for  consultant 
services.    By  definition,  consultant  services  are  intended  to  assist, 
advise  or  render  an  opinion  and  performed  by  outside  individuals  or 
institutions  with  exceptional  qualifications  of  training,  skill  and 
experience.    Each  HDS  program  activity  has  specific  and  identifiable 
needs  for  consultant  services.    Such  services  include  analysis,  review, 
evaluation  or  reporting  and  have  as  their  purpose  the  improvement  in  or 
evaluation  of  management  systems  or  program  operations.  Consultant 
services  in  HDS  would  be  targeted  to: 

Administration  for  Children,  Youth  and  Families  -  Provides  for  evaluation 
of  key  Head  Start  program  components  in  the  health,  social  and  cognitive 
areas,  including  a  special  focus  on  the  handicapped  population  and  program 
management  improvement.    Project  samples  include:  Head  Start  measures  of 
program  effects  on  children,  Health  and  Physical  Domain  and  Secondary 
Analysis  of  Mainstreaming  of  Handicapped  children  into  Head  Start.  Also 
there  will  be  a  project  to  evaluate  the  effect  of  the  new  child  welfare 
amendments  as  required  by  statute.    Non-evaluation  consultant  services 
will  provide  information  and  data  analysis  to  the  Head  Start  program  on 
which  to  make  more  specific  management  policies  i.e.,.    Resource  Access 
Project  -  Management  Information  System,  Processing  and  Analysis  of 
1980-81  Head  Start  Program  Information  Report  Data,  and  Head  Start 
Performance  Indicators. 
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Administration  on  Aging  -  AOA  plans  to  award  consultant  services 
contracts  primarily  in  evaluations  of  the  nutrition  services,  area 
agencies  and  long-term  care  centers.    Non-evaluation  contracts  are 
planned  for  the  performance  of  administrative  functions  to  assist 
in  collecting  data  to  formulate  policy  for  a  national  aging  manpower 
development. 

Administration  for  Native  Americans  -  ANA  plans  to  utilize  consultant 
services  for  evaluation  of  the  ANA  reservation  program. 

Social  Services  Discretionary  Activities  -  Consultant  services  contracts 
for  this  activity  are  planned  to  include  evaluation  of  Hispanic  access 
to  services,  assessments  of  the  adequacy  of  adult  day  care  and  in-house 
service  chores,  and  social  services  to  AFDC  recipients. 

Salaries  and  Expenses  -  Services  of  appointive  consultants  are  primarily 
utilized  to  provide  expertise  in  unique  program  areas  where  expert  staff 
is  not  available  in-house.    Implementation  of  new  projects  like  the 
day  care  and  long-term  care  programs  usually  necessitates  use  of 
outside  experts  to  advise  and  counsel  in  the  planning  and  administration 
of  those  specific  programs. 


78-993   O— 80  57 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
OFFICE  OF  HUMAN  DEVELOPMENT  SERVICES 
Work  Incentives 

FY  1982  Budget  Page 

Appropriation  language  and  explanation  of  language  changes   153 

Language  analysis   154 

Amounts  available  for  obligation   155 

Summary  of  changes   156 

Budget  authority  by  activity   158 

Budget  authority  by  object   16° 

Authorizing  legislation   162 

Table  of  estimates  and  appropriations   163 

Justification: 

A.  General  statement   I65 

B.  Grants  to  States   I66 

C.  Program  direction  and  evaluation   171 

D.  State  tables   177 

E.  Consultant  services   l7^ 
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OFFICE  OF  HUMAN  DEVELOPMENT  SERVICES 
Work  Incentives 


For  carrying  out  a  work  incentive  program,  as  authorized  by 
part  C  of  title  IV  of  the  Social  Security  Act,  including 
registration  of  individuals  for  such  program,  and  for  related  child 
care  and  other  supportive  services,  as  authorized  by 
section  402(a) (19) (G)  of  the  Act,  including  transfer  to  the 
Secretary  of  Labor,  as  authorized  by  section  431  of  the  Act, 
[$365,000,000]  $364J80SJ000J  which  shall  be  the  maximum  amount 
available . for  transfer  to  the  Secretary  of  Labor  and  to  which  the 
States  may  become  entitled  pursuant  to  section  403(d)  of  such  Act, 
for  these  purposes. 
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Work  Incentives 
Language  Analysis 


Language  provision 


Explanation 


"...which  shall  be  the  maximum 
amount  available  for  transfer 
to  the  Secretary  of  Labor  and 
to  which  the  States  may  become 
entitled  pursuant  to  section 
403(d)  of  such  Act,  for  these 
purposes." 


Language  authorizes 
the  transfer  of  up 
to  the  full  amount 
of  the  appropriation 
to  the  Secretary  of 
Labor,  and  limits 
expenditures  from 
new  funds  to  the 
appropriation  level. 
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Amounts  Available  for  Obligation  155 


1981  1982 
1980  Revised  Revised 

Actual  Estimate  Request 

Appropriation   $365,000,000    $365,000,000  $364,803,000 

Unobligated  balance  lapsing..  -7,505,441   


Total  obligations   357,494,559      365,000,000  364,803,000 
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Summary  of  Changes 


1981  revised  estimate   $365,000,000 

1982  revised  request   364,803,000 

Net  change   -197,000 


1981 
Revised  Base 


Increases: 
A.  Built-in; 

1.  Within  grade 

increases  

2.  Annualization  of  19.81 

pay  increases  

3.  Merit  Pay  Bonuses.... 

4.  Standard  level  user 

charge  increase  

5.  Increased  costs  of 

supplies  

6.  Printing  costs 

increase  

7.  Net  increase  in 

travel  

8.  Increased  costs  of 

equipment  

Subtotal,  built-in. 

Total  increases . . 

Decreases: 

A.  Built-in: 

1 .    Admini s t  r at  ive 

support  service 
cost  decrease 

Subtotal,  built-in 

B .  Program: 

1.     To  provide  for  a 

reduction  in  Grants 
to  States  


Pos. 

Amount 

Pos. 

Amount 

+$79,000 

;; 

+7,000 

+9 ,000 

— 

$1,190,000 

— 

+69,000 

— 

73,000 

— 

+6,000 

186  000 

+20,000 

393,000 

+24,000 

48,000 

+4,000 

+218,000 

+218,000 

$935,000 

_$14,000 

-14,000 

350,960,000 

-200,000 
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Summary  of  Changes  (Continued) 
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19.81  Revised  Base 
Pos.  Amount 


Change  from  Base 
Pos.  Amount 


Decreases: 

Program: 

2.    To  provide  for  a 
reduction  in 
project  contracts. 


$3,456,000 


-$98,000 


Reduction  of  6 
full-time  permanent 
positions  and 
related  personnel 

costs  ....... . 

Subtotal,  program. 

Total  decreases. 


10,584,000  -6 


-103,000 


■401,000 


-415,000 


Net  change 


-6  -197,000 
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Authorizing  Legislation 


1981 
Amount 
Authorized 


1981  1982  1982 

Revised  Amount  Revised 

Estimate      Authorized  Request 


Social  Security 
Act  as  amended 
Section  431— 
Work  Incentive 

Program  for 

Recipients  of 

Aid  to  Families 

with  Dependent 

Children;  and 
Section  401 — 
Child  Care 

(Related  to 

Work  Incentive 

Program)...   Indefinite    $365,000,000  Indefinite  $364,803,000 
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Work  Incentives 


Budget 
Estimate 
to  Congress 

House 
Allowance 

Senate 
Allowance 

Appropriation 

1973 

$290, 420, 000^ 

2/ 

$455,133,000 

$290,420,000^ 

1974 

543,434,000 

$384,434,000 

340,443,000 

340,443,000 

1975 

280,000,000 

280,000,000 

210,000,000 

210,000,000 

1976 

330,000,000 

400, 000, 000^ 

400,000,000^ 

400,000,000^ 

1977 

315,000,000 

370,000,000 

370,000,000 

370,000,000 

1978 

365,000,000 

365,000,000 

365,000,000 

365,000,000^ 

1979 

365,271,000 

285,000,000 

385,000,000 

385,000,000 

1980 

385,000,000 

365,000,000 

385,000,000 

.365,000,000^ 

1981 

385,000,000 

365,000,000 

5/ 

365,000,000^ 

1982 

364,803,000 

1/    Comparable  revised  request  shown  for  1973. 
2/    House  did  not  consider  request. 

_3/    No  appropriation  received;  comparable  funds  received  under 
a  Continuing  Resolution. 

4/    Includes  $70  million  supplemental  appropriation  in  the  1976 
Continuing  Resolution. 

5/    Senate  did  not  consider  request. 
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Justification 
WORK  INCENTIVES 


1981,  „  1982. 


Increase 

Revised  Revised  or 

Estimate   Request   Decrease 

 Pos.  Amount    Pos.  Amount    Pos.  Amount 

Grants 
to 

States    $350,960,000   $350,760,000   $200,000 

Program 
direction 
and  eval- 
uation           242      14,040,000  236      14,043,000    -6  +3,000 

Budget 

authority..  242    365,000,000  236    364,803,000    -6  -197,000 


General  Statement 


The  Work  Incentive  Program  is  the  major  resource  of  employ- 
ment and  training  services  for  the  recipients  of  Aid  to  Families 
with  Dependent  Children  who  are  required  to  register  for  employ- 
ment and  work- related  training.    Primary  program  emphasis  is  on 
placing  the  maximum  number  of  participants  in  self-supporting 
employment,  thus  reducing  the  cost  of  the  nation's  welfare 
assistance. 


In  developing. the  1982  budget  request  primary  considera- 
tion was  given  to  maintaining  or  improving  the  number  of  parti- 
cipants entering  employment  and  the  supporting  workload  levels 
necessary  to  accomplish  that  goal. 
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Grants  to  States 

Authorizing  legislation  -  Title  IV,  Part  C  of  the  Social  Security 
Act,  as  amended. 


1981  1982 
Revised  Estimate        Revised  Request 
Pos.  Amount      Pos.  Amount 

Current  request...    $350,760,000    $370,613,000 

Proposed  change...    4-200,000   -19,853,000 

Revised  request.    $350,960,000    $350,760,000 

Justification  for  FY  1982  Revised  Request 

The  Work  Incentive  Program  (WIN),  authorized  under  Title  IV  of  the 
Social  Security  Act,  as  amended,  is  designed  to  encourage  and 
assist  recipients  of  Aid  of  Families  with  Dependent  Children  (AFDC) 
to  achieve  self-support  through  a  program  of  training,  work 
experience,  and  employment,  emphasizing  direct  placement  and  labor 
market  exposure.    Child  care  and  other  supportive  services,  as 
authorized  by  the  1971  Amendments  to  the  Social  Security  Act,  are 
provided  to  all  Work  Incentive  Program  registrants  who  have 
been  certified  as  needing  such  care  or  services  to  permit  them  to 
accept  training  or  employment.    The  program  is  administered  jointly 
by  the  Department  of  Health  and  Human  Services  and  the  Department 
of  Labor  through  the  National  Coordination  Committee.  Employment 
and  training  activities  are  administered  by  the  Department  of  Labor, 
and  child  care  and  supportive  services  by  the  Department  of  Health 
and  Human  Services.    State  expenditures  are  matched  by  Federal 
payments  at  the  rate  of  90  percent.    Federal  funding  provided  to  the 
States  allows  them  maximum  flexibility  to  design  the  program  mix 
most  suitable  to  their  population  and  priorities.    The  States 
develop  an  annual  State  WIN  Plan  and  budget  in  which  they  designate 
which  portion  of  their  funds  will  be  utilized  for  employment  and 
training  services,  subject  to  the  provisions  of  Section  431(b)  and 
(c)  of  the  Social  Security  Act,  and  which  portion  will  be  utilized 
for  child  care  and  supportive  services. 
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Funds  are  appropriated  directly  to  the  Department  of  Health  and 
Human  Services  which  retains  a  portion  of  those  funds  for 
Federal  grants  to  the  Separate  Administrative  Units  (SAUs)  of 
State  welfare  agencies.    These  grants  provide  the  child  care 
and  other  supportive  services.     The  Department  of  Health  and 
Human  Services  transfers  to  the  Department  of  Labor  sufficient 
funds  to  carry  out  the  employment  and  training  activities 
portion  of  the  Work  Incentive  Program  in  54  States  or  jurisdic- 
tions including  some  263  local  projects. 

These  Department  of  Labor  funds  are  made  available  as  Federal 
grants  to  the  State  Work  Incentive  Program  Employment  and 
Training  Units  (ETUs) ,  which  in  most  cases  is  the  State 
Employment  Service  agency.    Fifty  percent  of  the  transferred 
funds  are  distributed  among  the  States  based  on  each  State's 
percentage  of  Work  Incentives  registrants  during  the 
preceding  January.    The  remaining  funds  in  each  year  are 
distributed  at  the  Secretary  of  Labor's  discretion,  based  on 
performance. 

All  non-exempt  and  voluntary  recipients  of  Aid  to  Families 
with  Dependent  Children  are  registered  and  given  labor  market 
exposure.    Those  with  employment  potential  are  certified  and 
provided  services.     The  employment  and  training  agencies 
provide  for  the  registration  of  individuals,  testing, 
counseling  (including  the  development  of  an  employability 
plan  for  each  Work  Incentive  Program  participant),  job 
referral  services,  job  development,  direct  job  placement, 
and  follow-up  of  all  employed  participants.     These  agencies 
also  negotiate  sub-contracts  with  local  employers  and 
educational  and  training  facilities  to  provide  on-the-job 
training,  subsidized  public  service  employment,  work 
experience  and  institutional  training.     The  Separate 
Administrative  Units  are  responsible  for  certifying 
that  necessary  social  services  have  been  arranged  or  are 
available  to  enable  a  Work  Incentive  Program  registrant  to 
accept  employment  and  training  services,  or  that  no  social 
services  are  needed  and  that  the  individual  is  at  that  time 
ready  for  employment  or  training.     In  addition  to  child  care, 
supportive  services  may  include  family  planning,  counseling 
and  vocational  rehabilitation  services,  and  remedial 
employment  related  medical  services. 
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State  agencies  will  continue  to  be  authorized  to  make  their 
own  determination  of  the  most  effective  allocation  of 
resources  made  available  to  them.    They  will  determine  levels 
of  funding  for  training,  subsidized  employment  opportunities, 
child  care  and  supportive  services  in  order  to  meet  their 
own  highest  priority  needs. 

Emphasis  in  1982  will  continue  to  be  placed  on  increasing 
wage  levels,  employment  retention  rates  and  savings  of  public 
welfare  funds  through  increased  welfare  grant  reductions. 
Attention  will  again  be  given  to  coordinating  Work  Incentive 
Program  activities  with  those  of  other  Federal,  State  and  local 
human  resource  development  programs. 

The  revised  request  for  1982  will  enable  the  program  to  achieve 
about  93  percent  of  the  workload  and  related  output  levels 
achieved  in  1981.     This  lower    performance  estimate  is  due 
primarily  to  a  reduction  in  State  agency  personnel  providing 
direct  services  to  program  registrants  as  a  result  of  the 
States'  need  to  provide  for  increased  operating  costs  such 
as  State  staff  salary  increases.    Currently,  there  are 
approximately  13,000  State  agency  personnel  involved  in  the 
program,  8,500  Employment  and  Training  Unit  and  4,500  Separate 
Administrative  Unit.    There  will  also  be  fewer  contracted 
services  for  program  registrants  due  to  increased  costs.  As 
part  of  the  total  program  effort,  ways  will  be  explored  to 
absorb  a  portion  of  the  operating  cost  increases  through 
productivity  efficiencies. 

At  the  1982  level  of  funding,  approximately  265,000  Work 
Incentive  Program  registrants  will  be  placed  into 
unsubsidized  employment  expected  to  last  30  days  or  more, 
resulting  in  welfare  grant  reductions  of  about  $566,100,000. 

The  comprehensive  registration  process  will  assure  that  the 
approximately  900,000  new  registrants  receive  labor  market 
exposure  and  emphasis  on  the  importance  of  individual 
initiative  in  the  job  market.     The  person-years  of  work  and 
training  services  is  projected  to  be  about  21,500. 
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New  intake  procedures  resulting  from  the  Social  Security 
Disability  Amendments  of  1980  will  involve  100,000-150,000 
welfare  applicants  in  job  search  or  labor  market  exposure 
at  registration.    This  early  emphasis  on  the  importance  of 
individual  initiative  in  job  market  participation  should 
result  in  an  estimated  40,000  job  entries  before  these  in- 
dividuals become  welfare  recipients. 

Program  objectives  are  to  maximize  the  following: 

-  Number  of  registrants  entering  full  and  part-time 
employment  expected  to  last  30  days  or  more. 

-  Number  of  registrants  entering  full  and  part-time 
employment  after  30  days. 


-  Number  entering  employment  from  labor  market 
exposure. 

-  Dollar  volume  of  annualized  welfare  grant 
reductions. 


-  Average  wage  of  registrants  entering  employment. 


The  following  table  shows  Work  Incentive  Program 
accomplishments  from  Fiscal  Year  1980  through  1982:  1/ 


1.  Entered  Employment 

2.  Retention  Rates 

3.  Off  Welfare/ Employed 

4.  Welfare  Grants  Reduced 

for  277,000  individ- 
uals in  1980, 
256,000  individuals 
in  1981,  and 
225,000  individuals 
in  1982. 


1980 
277,000 


1981 
Revised 
Estimate 

280, 000^ 


1982 
Revised 
Request 

265,000  -1 


81  percent  80  percent  80  percent 
50  percent  50  percent    80  percent 


2/ 


$632,352,000  $613,600,000  $566 , 100, 00CP' 


2/ 


78-993   O— 80  58 
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1980 


1981 
Revised 
Estimate 


1982 
Revised 
Request 


5. 


Welfare  Grants  Reduced 

per  Entered  Employment  $2,283 


$2,397 


$2,516 


1/    Based  on  latest  available  data. 

2/    As  authorized  by  the  Social  Security  Disability 
Amendments  of  1980,  greater  emphasis  will  be 
placed  on  finding  jobs  for  Aid  to  Families  with 
Dependent  Children  applicants  before  they  become 
welfare  recipients.    Because  of  this  emphasis,  an 
estimated  24,000  individuals  in  1981  and 
40,000  individuals  in  1982  will  be  placed 
before  becoming  welfare  recipients.    Thus,  the 
$613,600,000  in  estimated  welfare  grant  reductions 
for  1981  and  $566,100,000  for  1982  will  be  derived 
only  from  the  256,000  individuals  in  1981  and 
225,000  individuals  in  1982  receiving  welfare 
assistance  out  of  the  total  of  280,000  and 
265,000  individuals  expected  to  enter  employment  in 
1981  and  1982  respectively. 


Explanation  of  FY  1982  Revised  Request  Compared  to 
FY  1981  Revised  Estimate 

The  1982  request  reflects  a  $200,000  reduction  from  the  1981 
revised  level,  but  is  the  same  as  the  1981  continuing 
resolution  amount.     Thus,  the  1982  Grants  to  States  amount  of 
$350,760,000  essentially  represents  a  standstill  budget.  In 
the  1981  revised  estimate,  $200,000  was  reprogrammed  from 
Program  Direction  and  Evaluation  to  the  Grants  to  States 
activity,  as  a  result  of  reductions  in  travel,  consultant 
services  and  project  contracts  fund  availability. 
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Program  Direction  and  Evaluation 

Authorizing  legislation  -  Title  IV,  Part  C  of  the  Social  Security 
Act,  as  amended. 


1981  1982 
Revised  Estimate       Revised  Request 
Pos.  Amount      Pos.  Amount 

Current  request...  242       $14,240,000    236  $14,369,000 

Proposed  change...    -  200,000    -326,000 

Revised  request.  242         14,040,000    236  14,043,000 

Justification  for  FY  1982  Revised  Request 

The  program  direction  and  evaluation  activity  provides  the  Federal 
support  necessary  for  overall  program  development,  research, 
evaluation  and  administration  of  the  Work  Incentive  Program  (WIN). 
Funding  for  this  activity  provides  for  the  salaries  and  expenses 
of  236  Department  of  Labor  National  and  Regional  Office  support  , 
positions,  and  through  contractual  and  in-house  services,  for 
technical  assistance  and  training,  and  research  and  evaluation. 

The  request  will  provide  for  the  guidance  and  administration  for  the 
Work  Incentive  Program  in  ares  of  program  planning,  program  design, 
technical  assistance  and  program  review  of  State  Work  Incentive 
Program  Employment  and  Training  Units  (ETUs)  and  State  welfare 
Separate  Administrative  Units  (SAUs)  engaged  in  furnishing  training, 
social  services  and  employment  to  families  receiving  Aid  to 
Families  with  Dependent  Children  (AFDC) .    The  budget  request  will 
provide  funding  at  essentially  the  same  level  as  the  current  year. 

Emphasis  will  be  placed  on  increasing  the  effectiveness  of  State 
Work  Incentive  Program  Employment  and  Training  Units  and  Separate 
Administrative  Units,  with  focus  on  teaching  local  staff  to  better 
institutionalize  creative  techniques  for  working  with  Work  Incentive 
Program  clients.     In  addition,  stress  will  be  given  to  increasing 
Separate  Administrative  Unit  staff  effectiveness  in  giving  supportive 
services  to  registrants,  and  utilizing  the  concept  of  part-time 
employment  combined  with  education  for  young  mothers  as  a  planned 
movement  towards  full-time  employment  when  their  child  care 
responsibilities  diminish. 
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Evaluation  studies  are  in  progress  to  assess  full  funding  of 
projects  offering  services  to  all  registrants  according  to  need. 
Another  study  will  explore  financial  incentives  and  disincentives 
to  work  for  people  in  welfare. 

The  Work  Incentive  Program  will  maintain  the  operation  of 
research  laboratories  which  provide  an  established  setting  for 
testing  innovative  techniques  and  program  models  developed  by 
local  staff  and  involving  State  and  local  staff  in  all  aspects 
of  program  design  and  development  in  a  Work  Incentive  Program 
setting.    Experimental  and  control  groups  methodology  will 
measure  outcomes  and  success  rates. 

During  1982,  the  Work  Incentive  Program  will  continue  to  provide 
training  to  Employment  and  Training  Units  in  administration 
of  group  job  finding  techniques  designed  to  enable  the  program 
to  serve  a  greater  number  of  registrants. 

Explanation  of  FY  1982  Revised  Request  Compared  to 
FY  1981  Revised  Estimate 

The  amount  requested  for  1982  is  a  net  additional  increase  which 
incorporates    normal  mandatory  increases,  cost  reductions  related 
to  a  lesser  number  of  Federal  positions,  and  reductions  in  the 
overall  Federal  support  areas  of  travel,  consultant  services  and 
project  contracts  for  research,  demonstration  and  evaluation. 
The  reduction  of  6  positions  in  1982  reflects  a  comparable 
position  reduction  made  in  the  1981  operating  level. 
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ry  of  Changes 


1981  revised  estimate   $14,040,000 

1982  revised  request  -   14,043,000 

Net  change-,   +3,000 


1981 
Revised  base 
Pos.  Amount 

Increases: 
A.  Built-in: 

1.  Within  grade 

increases   —  — 

2.  Annualization  of  1981 

pay  increases  — 

3.  Merity  Pay  Bonuses  — 

4.  Standard  level  user 

charge  increase  —    $  1,190,000 

5.  Increased  costs  of 

supplies  —  73,000 

6.  Printing  costs 

increase  —  186,000 

7.  Net  increase  in 

travel   —  393,000 

8.  Increased  costs  of 

equipment  ~  48,000 

Subtotal,  built-in  —  

Total  increases  — 

Decreases : 
A.  Built-in: 

1 .  Administrative 

support  service 

cost  decrease  ~  $935,000 

Subtotal,  built-in   — 


Change  from  Base 
Pos.  Amount 


+$79,000 

+7,000 
+9,000 

+69,000 

+6,000 

+20,000 

+24,000 

+4,000 


+218,000 


+218,000 


•$14,000 


-14,000 
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Summary  of  Changes  (Continued) 


1981 
Revised  Base 
Pos.  Amount 


Change  from 

Base 
Pos .  Amount 


Decreases: 
B.  Program: 

1.  To  provide  for  a 

reduction  in 
project  contracts... 

2.  Reduction  of  6 

full-time  permanent 
positions  and 
related  personnel 

costs  

Subtotal,  program. 

Total  decreases. 


$3,456,000    —  -$98,000 


10,584,000    -6  -103,000 


•6  -201,000 


•6  -215,000 


Net  change 


-6  +3,000 
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Work  Incentives 
GRANTS  TO  STATES 


Actual  and  Estimated  Awards  for  Work  Incentive  Program  Employment 
and  Training  Activities  and  Social  Services 

Fiscal  Years  1980-1982 


1981  1982 
Revised  Revised 
State  1980  Estimate  Request 


Alabama 

$3,443, 

466 

$3,322, 

125 

$3,320,232 

Alaska 

1,146, 

393 

1,103, 

677 

1,103,048 

Arizona 

2,863, 

295 

2,427, 

075 

2,425,692 

Arkansas 

1,865, 

474 

2,062, 

589 

2,061,414 

California 

HO  ,  OjZ.  , 

i/y 

49 ,164, 

it.  o 

/  *fO 

Colorado 

4,380, 

330 

5,647, 

610 

5,644,392 

t , UHJ , 

JOJ 

5  AAA 

Delaware 

1,228, 

647 

1,204, 

192 

1,203,506 

DISt.    or  COX. 

/.   1  nA 
H , o  Uh , 

Zol 

J,  jo(J, 

77Q 

1    07Q  SCO 
J, j/OtOJZ 

Florida 

5,228, 

833 

5,344, 

398 

5,341,352 

Georgia 

6,489, 

166 

5,824, 

090 

5,820,771 

Guam 

283, 

939 

278, 

410 

278,251 

Hawaii 

1,351, 

763 

2,023, 

415 

2,022,262 

Idaho 

2,087, 

036 

2,283, 

121 

2,281,820 

Illinois 

16,432, 

472 

17,536, 

190 

17,526,197 

Indiana 

4,071, 

368 

4,738, 

970 

4,736,269 

Iowa 

3,647, 

991 

3,851, 

405 

3,849,210 

Kansas 

2,217, 

587 

2,641, 

717 

2,640,212 

Kentucky 

4,578, 

508 

3,663, 

256 

3,661,168 

Louisiana 

2,614, 

868 

2,731, 

455 

2,729,898 

Maine 

1,630, 

615 

1,940, 

055 

1,938,949 

Maryland 

8,002, 

111 

6,875, 

548 

6,871,630 

Massachusetts 

10,351, 

326 

11,626, 

365 

11,619,740 

Michigan 

28,863, 

819 

24,784, 

135 

24,770,011 

Minnesota 

6,526, 

298 

6,943, 

581 

6,939,624 

Mississippi 

3*030, 

471 

2,837, 

826 

2,836,209 

Missouri 

5,133, 

866 

5,110, 

866 

5,107,953 

Montana 

1,251, 

251 

1,573, 

668 

1,572,771 

Nebraska 

967, 

866 

1,237, 

427 

1,236,722 

Nevada 

893, 

230 

1,043, 

475 

1,042,880 
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Work  Incentives 
GRANTS  TO  STATES 

Actual  and  Estimated  Awards  for  Work  Incentive  Program  Employment 
and  Training  Activities  and  Social  Services 
(continued) 


1981  1982 
Revised  Revised 
State  1980  Estimate  Request 


New  Hampshire 

$688,944 

$759,717 

$759,284 

Li  cw  sj  ci  acy 

X  L jUOJjU/ J 

\T  qt  i  MoviVci 
Li  cw  ncAXC  kj 

1,333,977 

X  ,  JUU  j  J7J 

1  499  538 

New  York 

Tfi  n  5  SA7 

JU, / UU, U7U 

JU, DOZ , QUI 

North  Carolina 

"i  1  L9,  171 

J , 1HO , X / X 

J , IJJ , U7J 

C     1  Cfl    Q  CO 

North  Dakota 

625,034 

876,083 

875,584 

Ohio 

?fl  1?8  7&8 

?n  "147  Q68 

on  17?  &8Q 

Oklahoma 

2,111,387 

2,121,243 

2,120,034 

Oregon 

9,460,480 

9,167,073 

9,161,849 

Pennsylvania 

14,012,837 

15,469,189 

15,460,374 

Puerto  Rico 

2,368,511 

2,420,121 

2,418,742 

Rhode  Island 

2,047,257 

2,040,920 

2,039,757 

South  Carolina 

3,286,128 

2,648,189 

2,646,680 

South  Dakota 

1,289,301 

1,480,698 

1,479,854 

Tennessee 

3,398,026 

3,490,337 

3,488,348 

Texas 

9,377,257 

7,220,984 

7,216,869 

Utah 

3,757,705 

4,657,609 

4,654,955 

Vermont 

2,139,962 

2,546,986 

2,545,535 

Virginia 

5,514,200 

5,043,833 

5,040,959 

Virgin  Islands 

410,703 

338,486 

338,293 

Washington 

11,181,855 

13,296,809 

13,289,225 

West  Virginia 

5,611,158 

5,691,840 

5,688,603 

Wisconsin 

13,239,077 

13,297,400 

13,289,822 

Wyoming 

547,932 

555,693 

555,376 

Total 

351,845,719  -1 

350,960,000  -1 

350,760,000 

1/  New  budget  authority  issued  to  Employment  and  Training  Units, 
—    and  limits  of  entitlement  issued  for  the  Separate  Administrative 
Units. 

2/  Distribution  of  new  budget  authority  based  on  1981  Work  Incentive 
Program  allocation  formula.     Subject  to  modification  during  the 
fiscal  year. 


919 


179 


Work  Incentives 
Estimates  for  Consultant  Services 


Obligations 
FY  1981       FY  1982 

Program  Activity  Revised  Revised 

Estimate  Request 
2.    Program  direction  and  evaluation   $427,000  $475,000 


Description  of  the  Need  for  Consultant  Services 

Consultant  services  are  required  by  the  Work  Incentive  Program 
national  and  regional  offices  for  the  following  functions: 

1.  Program  evaluation.    Periodic  evaluations  of  the  entire 
Work  Incentive  Program  or  selected  aspects  of  it  are  performed 
by  independent  outside  contractors.    These  evaluation  studies 
supplement  the  regular  program  review  and  analysis  activities 
carried  out  by  regular  Federal  Work  Incentive  Program  staff, 
and  involve  complex  social  service  methodologies  and  large 
one-time  surveys  which  are  beyond  the  capability  of  the 
regular  staff. 

2.  Technical  assistance  and  training.    Contractors  are  used 
from  time  to  time  to  provide  training  or  other  operational 
assistance  to  Federal  Work  Incentive  Program  regional  office 
or  national  office  components  for  special,  one-time  activities 
which  exceed  the  normal  workload  of  Federal  staff.  Examples 
are  training  in  basic  program  changes  due  to  legislative 
amendments;  training  in  major  reporting  system  changes; 
training  in  major  financial  management  system  changes. 

3.        Allocation  formula.    Work  Incentive  Program  funds  are 
allocated  on  the  basis  of  a  fairly  complex  formula,  which  is 
to  a  large  extent  performance  based.    From  time  to  time,  changes 
to  this  formula  are  necessary  due  to  programmatic  changes;  in 
addition,  the  Work  Incentive  Program  national  office  periodically 
reviews  the  formula  in  depth  as  to  whether  it  is  meeting  basic 
criteria  of  need  and  equity.    Expert  contractor  assistance  is 
engaged  to  advise  on  options,  including  simulations  of  a 
variety  of  alternative  approaches. 


Wednesday,  April  29,  1981. 
GENERAL  DEPARTMENTAL  MANAGEMENT 
WITNESSES 

ALAIR  A.  TOWNSEND,  ASSISTANT  SECRETARY  FOR  MANAGEMENT  AND 
BUDGET 

ANDREW  J.  KAPFER,  DIRECTOR,  DIVISION  OF  ACCOUNTING  SYSTEMS 

AND  PROCEDURES,  OFFICE  OF  FINANCE 
ANTHONY   ITTEILAG,   ACTING   DEPUTY   ASSISTANT   SECRETARY  FOR 

BUDGET 

JOHN  P.  SCULLY,  DIRECTOR,  DIVISION  OF  OS  BUDGET  SERVICES 

Mr.  Natcher.  The  committee  will  come  to  order.  At  this  time  we 
take  up  the  General  Departmental  Management  of  the  Department 
of  Health  and  Human  Services. 

We  have  Ms.  Townsend,  the  Assistant  Secretary  for  Management 
and  Budget.  Who  do  you  have  with  you  this  afternoon? 

Ms.  Townsend.  Mr.  Chairman,  on  my  right  I  have  John  Scully, 
Director  of  the  Office  of  the  Secretary  Budget  Services;  Mr.  Andy 
Kapfer  from  the  Finance  Office;  and  Mr.  Itteilag,  Acting  Deputy 
Assistant  Secretary  for  Budget. 

Mr.  Natcher.  We  are  delighted  to  have  all  of  you  people  before 
the  committee  at  this  time. 

We  have  had  an  opportunity  to  examine  your  statement.  We  will 
place  the  statement  in  the  record  in  its  entirety. 

[Ms.  Townsend's  statement  follows:] 
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ALAIR  A.  TOWNSEND 

Assistant  Secretary  for  Management  and  Budget 
Department  of  Health  and  Human  Services 

Alair  A.  Townsend  was  sworn  in  as  assistant  secretary  for  management  and  budget, 
Department  of  Health  and  Human  Services,  Nov.  3,  1980.  She  had  come  to  the 
Department  of  Health,  Education,  and  Welfare  in  May  1979  as  deputy  assistant 
secretary  for  budget.  HEW  became  HHS  May  4,  1980. 

Before  joining  the  department,  Ms.  Townsend  had  served  since  January  1975  as 
associate  director  of  budget  priorities  for  human  resources  programs  with  the 
Budget  Committee,  House  of  Representatives.  From  August  1971  to  December  1974 
she  was  technical  director  for  the  Subcommittee  on  Fiscal  Policy  of  the  Congress' 
Joint  Economic  Committee. 

Ms.  Townsend's  responsibilities  include  overseeing  development  of  the  depart- 
ment's budget,  providing  department-wide  management  guidance  and  maintaining 
a  system  for  developing  and  administering  financial  operating  plans.  Ms.  Townsend 
is  principal  advisor  to  the  secretary  for  management,  administrative  and  budget 
policies. 

Born  in  Elmira,  N.Y.,  Feb.  15,  1942,  Ms.  Townsend  received  a  bachelor's  degree  in 
sociology,  cum  laude,  from  Elmira  College  in  1962.  In  her  junior  year  she  studied  at 
the  London  School  of  Economics.  She  received  a  master's  degree  in  sociology  from 
the  University  of  Wisconsin  in  1964  and  studied  toward  a  doctorate  at  Columbia 
University,  1970-71. 

After  a  year  as  a  teaching  assistant  at  the  University  of  Wisconsin,  Ms.  Townsend 
worked  at  HEW  from  September  1964  to  June  1965  as  a  program  analyst.  Between 
June  1965  and  March  1967  she  was  a  research  associate  with  the  United  Planning 
Organization,  Washington,  D.C. 

From  March  1967  to  February  1970  Ms.  Townsend  was  a  program  specialist,  first 
with  the  Model  Cities  Administration,  Department  of  Housing  and  Urban  Develop- 
ment, and  with  the  President's  Commission  on  Income  Maintenance  Programs.  Be- 
tween February  1970  and  August  1971  she  served  as  an  analyst  and  consultant  at 
HEW. 

Ms.  Townsend  is  a  Phi  Beta  Kappa  and  former  Woodrow  Wilson  Fellow. 

Her  published  works  have  focused  on  economics,  public  welfare,  income  mainte- 
nance programs  and  policy  analysis. 

She  is  past  secretary-treasurer  of  the  Budget  Officers  Conference;  member  of  the 
executive  committee,  Section  on  Budget  and  Financial  Management,  American 
Society  of  Public  Administration;  and  a  member  of  the  editorial  board  of  Public 
Budgeting  and  Finance. 

Ms.  Townsend  is  married  and  lives  in  the  District  of  Columbia. 


November  3,  1980 
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Mr.  Chairman  and  Members  of  the  Committee, 

I  am  pleased  to  be  with  you  today  and  have  the  opportunity  to 
present  and  justify  the  revised  FY  1982  budget  request  for 
the  General  Departmental  Management  appropriation  of  the 
Department  of  Health  and  Human  Services. 

The  FY  1982  request  for  3,814  positions  and  $146,707,000  in 
budget  authority  will  support  Office  of  the  Secretary  activities 
consistent  with  the  revised  FY  1981  level.     The  request  for 
$146,707,000  is  $4.9  million  over  the  revised  FY  1981  estimate. 
This  increase  will  support  approximately  60%  of  the  estimated 
non-controllable  administrative  cost  increases.     The  balance  of 
these  non-controllable  cost  increases  will  be  absorbed  through 
reductions  in  staff  associated  with  the  Department's  program 
reductions.     These  staff  reductions  will  be  taken  in  departmental 
direction  and  operations  activities  which  are  related  to  new 
management  priorities  and  program  changes.     The  level  of  manage- 
ment necessary  to  continue  efficient  program  operations  will  be 
maintained . 

In  addition  to  $146.7  million  in  budget  authority,  we  are  also 
requesting  a  transfer  of  $8.0  million  from  the  Social  Security 
and  Health  Insurance  trust  funds  to  cover  costs  of  services 
provided  by  the  Office  of  the  Secretary  on  behalf  of  benefit 
programs  financed  by  the  trust  funds.     Thus,  the  total  obliga- 
tional  level  for  the  revised  FY  1982  request  is  $154,707,000. 

In  FY  1982,  we  estimate  that  non-controllable,  built-in 
cost  increases  will  amount  to  $8.2  million,  including  $1.2 
million  for  increased  salary  costs;  $0.6  million  for 
increased  cost  of  office  space  and  GSA  building  management 
services;  $1.0  million  for  replacement  of  personnel 
servicing  office  data  terminals;  $2.97  million  to  restore 
base  costs  eroded  by  past  inflation  and  one-time  administra- 
tive reductions;  and  $1.2  million  for  increases  in  other 
administrative  costs  such  as  postage  rates,  rentals,  printing, 
per  diem  and  air  fare  rates,  and  supplies.    We  have  no  ability 
to  absorb  these  non-discretionary  increases  in  FY  1982  because 
of  unbudgeted  cost  increases  during  the  past  three  years. 

We  are  requesting  small  program  increases,  totalling  16 
positions  and  $451,000,  which  will  be  more  than  offset  by  staff 
reductions  of  136  positions  and  $3.7  million  including  phasing 
out  the  welfare  reform,  hospital  cost  containment,  and  health  in- 
surance policy  planning  staff  of  24  positions  and  $600,000. 
Also,  a  minor  internal  redistribution  of  positions  will  permit  us 
to  improve  the  administration  of  financial  management  in  HHS  and 
will  produce  outlay  savings  for  HHS  and  related  interest  savings 
for  the  Federal  Treasury. 
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Before  discussing  the  budget  request  in  detail,  I  would  like  to 
outline  the  activities  conducted  by  the  Secretary  under  this 
appropriation.     This  appropriation  is  organized  into  two  major 
activities  —  Departmental  Direction  and  Departmental  Operations: 

—  Departmental  Direction  supports  those  activites  related 
to  the  Secretary's  responsibilities  for  the  management 
of  the  Department,  such  as  financial  management,  budget 
formulation,  personnel  management,  grants  and  contracts 
management,  policy  analysis,  and  legal  work  affecting 
the  Department  in  general. 

—  Departmental  Operations  supports  six  major  services  whose  work 
results  directly  from  agency  program  operations.  These 
include:  legal  services  provided  to  all  of  the  Department's 
program  agencies;     facilities  engineering,  which  oversees  all 
facilities  operations  within  the  Department;  administrative 
services  provided  to  Department-wide  headquarters  staffs;  the 
Grants  Payment  System  that  serves  as  a  central  departmental 
payment  and  cash  control  point  for  recipients  of  HHS  grant  and 
contract  awards;  regional  administrative  services  provided  to 
the  Department's  regional  program  components;  and  central 
payroll  and  personnel  data  services  provided  by  the  Employee 
Systems  Center  for  all  departmental  employees. 

Departmental  Financial  Management  Improvement 

This  request  includes  an  increase  of  16  positions  to  improve  the 
Department's  cash  management  activities.     Additionally,  two 
positions  will  be  reallocated  from  accounting  services  to  cash 
management  to  accelerate  and  expand  initiatives  to  improve  the 
financing  and  payment  system  of  the  Department. 

Improved  Letter-of-Credit  Financing 

In  implementing  the  President's  promise  to  reduce  the  cost 
of  government,  two  positions  have  been  reallocated  in  order 
to  expand  the  Department's  effort  to  extend  improved  letter- 
of-credit  financing  procedures  in  the  50  States.  The 
current  initiative  is  limited  to  implementing  improved 
financing  of  only  the  public  assistance  programs,  including 
Medicaid,  Aid  to  Families  with  Dependent  Children,  and 
Title  XX  social  services.     These  two  positions  will  enable 
the  Department  to  accelerate  its  efforts  to  extend  the 
improved  financing  methods  to  additional  HHS  programs.  The 
reduction  of  two  positions  in  accounting  services  reflects 
anticipated  workload  savings  as  a  result  of  installing  the 
standard  accounting  system  in  the  Office  of  the  Secretary. 
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The  Department  has  been  implementing  first  a  delay-of-drawdown 
letter-of-credit  procedure  followed  later  by  implementation  of 
checks-paid  letter-of-credit  procedure  where  cost  effective  in 
State.     The  objective  of  both  procedures  is  to  delay  the  trans- 
fer of  Federal  funds  to  a  State  until  the  day  when  disbursement 
checks  or  warrants  issued  by  the  State  have  cleared  the  State's 
bank  account.     The  delay  in  transferring  Federal  funds  results 
in  significant  one-time  outlay  savings  and  annual  interest 
savings  to  the  Federal  government . 

The  new  financing  procedures  produced  one-time  outlay  savings  of 
$262  million  in  1980  and  are  expected  to  produce  additional 
savings  of  $131  million  in  1981  and  $174  million  in  1982.  Of 
the  $174  million  1982  savings,  $30  million  will  be  due  to  the 
two  re-allocated  positions.     The  outlay  savings,  when  achieved, 
begin  immediately  to  yield  interest  savings  to  the  Federal 
government.     The  combined  outlay  savings  for  the  three  years 
will  yield  estimated  recurring  annual  interest  savings  of 
about  $52  million  based  on  a  Treasury  interest  rate  of  9.15 
percent. 

Strengthened  Cash  Management 

The  1982  request  for  an  increase  of  16  new  positions  also 
will  enable  the  Department  to  strengthen  its  cash  management 
capabilities  and  continue  a  program  to  overcome  major 
deficiencies  reported  by  the  General  Accounting  Office  (GAO) 
in  its  report  entitled  "HEW  Must  Improve  Control  Over 
Billions  in  Cash  Advances"  dated  December  28,  1979.  The 
new  funds  and  positions  would  improve  cash  management 
efficiency  and  controls  over  $35  billion  advanced  to 
grantees  each  year  by  permitting  us  to  analyze  recipient 
cash  accountability  reports  and  correct  cash  drawdown 
abuses.    We  estimate  that  we  would  be  able  to  increase 
by  $52  million  our  recoveries  of  idle  or  excess  cash  held 
by  grantees.     The  annual  interest  savings  on  these  increased 
recoveries  are  estimated  at  $4.8  million.     These  savings 
offset  many  times  the  costs  of  the  requested  additional 
staff  resources. 

Other  Requests 
Automation  of  the  Budget  System 

An  increase  of  $115,000  is  requested  to  support  increased 
use  of  computer  time  by  the  Office  of  Budget  in  order  to 
expand  the  capability  of  the  automated  budget  system. 
This  system  is  intended  to  computerize  preparation  of  most 
of  the  materials  for  the  President's  Budget  Appendix  and 
will  improve  the  timeliness  and  accuracy  of  the  budget 
information  provided  to  the  Office  of  Management  and  Budget 
(0MB)  and  the  Congress. 
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Program  Reductions 

Consistent  with  the  impact  on  workload  that  the  Department's 
FY  1982  program  reduction  will  effect,  this  request  reduces 
Departmental  Direction  staff  by  54  positions  and  Departmental 
Operations  staff  by  58  positions-     Policy  staff  -  in  such  areas 
as  executive  direction  and  public  information  -  will  be  reduced 
by  11  positions.     Operating  functions  will  be  reduced  in  the 
areas  of  grants  and  procurement,  management  services,  Office  of 
the  Secretary  and  regional  offices  personnel,  and  other  regional 
administrative  services. 

The  fiscal  year  1982  revised  request  eliminates  all  remaining 
positions  for  welfare  reform,  national  health  insurance,  and 
hospital  cost  containment.     The  elimination  of  these  term  positions 
reflects  the  completion  of  major  research  and  evaluation  activities 
in  these  areas.     Continuing  work  required  to  maintain  currency  of 
data  will  be  performed  by  the  use  of  a  permanent  staff  becoming 
available  due  to  the  Department's  block  grant  initiative. 

Summary 

In  conclusion,  Mr.  Chairman,  we  feel  that  this  is  a  tight  but 
practical  budget  which  strikes  a  balance  between  growing 
programmatic  complexity  and  workloads  on  the  one  hand  and  the 
Administration's  efforts  to  eliminate  lower  priority  Federal 
expenditures  on  the  other  hand.     While  essentially  maintaining 
operational  activities  at  the  FY  1981  level,   this  budget  would: 

—  Provide  increased  financial  management  improvements  in  the 
Department  and  achieve  important  savings  in  both  FY  1981 
and  FY  1982; 

—  Provide  for  increased  costs  of  continuing  programs  and 
services,  particularly  for  mandatory  personnel  costs, 
space  and  building  management,  and  other  administrative 
costs . 

I  urge  your  approval  of  this  request  and  thank  you  for  your 
consideration. 
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HIGHLIGHTS  OF  THE  OPENING  STATEMENT 

Mr.  Natcher.  Would  you  highlight  it  for  us. 
Ms.  Townsend.  I  will  do  that. 

Mr.  Chairman  and  Mr.  Conte,  I  am  pleased  to  be  with  you  today 
and  have  the  opportunity  to  present  and  justify  the  revised  1982 
budget  request  for  the  General  Departmental  Management  appro- 
priation of  the  Department  of  Health  and  Human  Services. 

The  fiscal  year  1982  request  for  3,814  positions  and  $146.7  million 
in  budget  authority  will  support  the  Office  of  the  Secretary  activi- 
ties at  about  the  revised  1981  level.  The  request  is  $4.9  million  over 
the  1981  estimate.  This  increase  will  support  approximately  60 
percent  of  the  estimated  noncontrollable  administrative  cost  in- 
creases. The  balance  of  these  noncontrollable  cost  increases  will  be 
absorbed  through  reductions  in  staff  associated  with  the  Depart- 
ment's program  reductions. 

We  cannot  absorb  all  of  these  nondiscretionary  increases  in  fiscal 
year  1982  because  of  unbudgeted  cost  increases  during  the  past 
three  years.  We  are  requesting  small  program  increases  totaling  16 
positions  and  $451,000  which  will  be  more  than  offset  by  staff 
reductions  of  136  positions  and  $3.7  million. 

The  increase  of  16  positions  will  be  used  to  improve  the  Depart- 
ment's cash  management  activities.  Additionally,  two  positions  will 
be  reallocated  from  accounting  services  to  cash  management  to 
extend  improved  letter  of  credit  financing  procedures  in  the  50 
States.  The  new  letter  of  credit  financing  procedures  will  produce 
cumulative  one-time  outlay  savings  for  the  period  1980  through 
1982  of  $567  million,  and  cumulative  interest  savings  of  $52  mil- 
lion. 

The  1982  request  for  an  increase  of  16  new  positions  also  will 
enable  the  Department  to  strengthen  its  cash  management  capa- 
bilities and  continue  a  program  to  overcome  major  deficiencies 
reported  by  the  General  Accounting  Office.  The  new  funds  and 
positions  would  improve  cash  management  efficiency  and  controls 
over  $35  to  $40  billion  advanced  to  grantees  each  year  by  permit- 
ting us  to  analyze  recipient  quarterly  expenditure  cash  accountabil- 
ity reports  and  correct  cash  drawdown  abuses.  We  estimate  that  we 
will  be  able  to  increase  by  $52  million  our  recoveries  of  idle  or 
excess  cash  held  by  grantees;  and  the  annual  interest  savings  on 
these  increased  recoveries  will  be  $4.8  million.  Thus  the  savings 
more  than  offset  the  cost  of  these  new  recoveries. 

Mr.  Chairman,  we  feel  that  this  is  a  tight  but  practical  budget 
which  strikes  a  balance  between  growing  programmatic  complexity 
and  workloads  on  the  one  hand  and  the  Administration's  effort  to 
eliminate  lower  priority  Federal  expenditures  on  the  other. 

I  urge  your  approval  of  this  request  and  thank  you  for  your 
consideration. 

ORGANIZATIONAL  STRUCTURE 

Mr.  Natcher.  Thank  you  very  much. 

If  you  will,  Ms.  Townsend,  we  would  like  you  to  insert  in  the 
record  a  current  organizational  chart  for  the  Office  of  the  Secre- 
tary. 

[The  information  follows:] 
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STATUS  OF  ASSISTANT  SECRETARY  POSITIONS 

Mr.  Natcher.  How  many  assistant  secretary  positions  are  now 
authorized,  and  how  many  are  currently  filled? 

Ms.  Townsend.  There  is  an  Assistant  Secretary  for  Legislation 
position  which  is  not  filled;  an  Assistant  Secretary  for  Planning 
and  Evaluation  being  filled  in  an  acting  capacity;  Assistant  Secre- 
tary for  Public  Affairs,  for  which  there  is  a  designee;  I  am  the 
Assistant  Secretary  for  Management  and  Budget;  and  Mr.  Thomas 
McFee  is  the  Assistant  Secretary  for  Personnel  Administration. 

There  is  an  Assistant  Secretary  for  Human  Development  Serv- 
ices, which  is  not  technically  part  of  OS  but  has  a  special  reporting 
relationship  to  the  Secretary,  and  that  nomination  was  reported 
out  of  committee  yesterday. 

There  is  also  an  Assistant  Secretary  for  Health,  again  not  direct- 
ly a  part  of  the  Office  of  the  Secretary  in  the  sense  we  are  discuss- 
ing today.  There  is  a  General  Counsel,  and  that  person  has  been 
designated  but  not  confirmed. 

Mr.  Natcher.  Filled  and  unfilled,  what  is  the  total? 

Mr.  Scully.  As  far  as  the  Office  of  Secretary? 

Mr.  Natcher.  Yes. 

Ms.  Townsend.  If  we  include  the  General  Counsel  and  exclude 
Human  Development  Services,  we  have  six. 

TOTAL  POSITIONS  IN  GENERAL  DEPARTMENTAL  MANAGEMENT 

Mr.  Natcher.  How  many  positions  are  authorized  in  total  for 
general  departmental  management  for  1981,  and  how  many  are 
filled  at  the  present  time? 

Ms.  Townsend.  The  total  authorized  strength  for  General  De- 
partmental Management  in  1981  is  3,934.  We  had  3,441  on  board  as 
of  the  end  of  February. 

REDUCTION  IN  THE  SECRETARY'S  OFFICE 

Mr.  Natcher.  Since  many  of  the  health  and  human  services 
programs  are  being  cut  by  25  percent,  why  can't  the  Secretary's 
Office  be  cut  back  25  percent? 

Ms.  Townsend.  Mr.  Chairman,  across  the  board  the  reduction  in 
the  Department  was  not  25  percent.  As  you  indicated,  in  areas 
such  as  the  block  grants,  where  the  funding  is  proposed  at  a  25 
percent  reduction,  you  find  corresponding  staffing  reductions  in  the 
agencies.  Much  of  our  work  in  the  Office  of  the  Secretary,  at  least 
in  1981  and  1982,  is  not  going  to  diminish.  The  process  of  drafting 
new  legislation,  of  preparing  two  and  three  budgets  a  year,  does 
not  diminish  the  workload  of  my  office  or  of  the  Office  of  the 
Assistant  Secretary  for  Planning  and  Evaluation.  Presenting  this 
budget  and  legislative  program  to  the  Congress  does  not  diminish 
the  workload  of  the  Assistant  Secretary  for  Legislation. 

In  1982  we  have  taken  staff  reductions  of  136  positions  where  we 
find  we  can  reasonably  reduce  workloads  associated  with  the  re- 
vised budget  and  legislative  program.  We  have  looked  very  careful- 
ly at  our  requirements  and  we  will  continue  to  examine  the  re- 
quirements of  the  Office  of  the  Secretary. 

I  might  say  that  one  of  the  administration's  chief  concerns,  as 
you  know,  is  that  we  manage  better  with  what  we  have,  that  we 
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make  program  operations  as  efficient  as  possible  and  we  ferret  out 
waste  and  abuse.  That  takes  resources.  There  is  an  old  adage  that 
it  takes  money  to  make  money.  In  this  instance  it  takes  resources 
to  save  money.  Many  of  the  Department's  operations  for  managing 
procurements  better  and  reducing  year-end  spending,  for  control- 
ling consultant  services,  for  reviewing  automatic  data  processing 
procurements  both  by  the  agencies  in  the  Department  and  by  the 
States,  are  managed  by  the  Office  of  the  Secretary  staff. 

ANALYSIS  OF  BUILT-INS 

Mr.  Natcher.  The  budget  for  General  Departmental  Manage- 
ment proposes  increases  totaling  $8,630,000.  Most  of  these  increases 
you  have  classified  as  "built-in".  For  the  record,  develop  an  expla- 
nation of  how  these  amounts  were  calculated  and  why  they  were 
considered  built-in. 

[The  information  follows:] 

Explanation  of  Built-in  Cost  Increases 

Built-in  cost  increases  are  those  additional  costs  which  must  be  met  in  order  to 
maintain  the  current  level  of  services.  Normally  these  increases  include  legislated 
or  inflation-caused  cost  increases  and  in  unusual  circumstances  restorative  and  or 
uncapitalized  replacement  costs.  These  increases  are  distinguished  from  program 
increases  which  are  additional  costs  required  to  expand  or  enhance  the  current  level 
of  effort.  The  fiscal  year  1982  budget  request  includes  $8,179,000  for  built-ins  partial- 
ly offset  by  $3,687,000  in  program  reductions.  Specifically,  built-ins  requested  in- 
clude: 

1.  Annualization  of  October  1980  pay  raise — h$21,000. 

The  October  pay  raise  did  not  take  effect  until  the  first  full  pay  period  in  October. 
Therefore,  the  costs  associated  with  the  first  five  days  of  fiscal  year  1980  are 
included  as  a  built-in  increase. 

2.  Cost  of  servicing  personnel  office  (SPO)  data  terminal  replacement — 
+  $1,031,000. 

The  SYCOR  terminals  presently  located  in  the  SPO  must  be  replaced.  The  termi- 
nals, originally  purchased  in  1972,  had  an  expected  lifetime  of  five  years.  The 
terminals  have  outlived  their  efficient  utilization  and  are  constantly  breaking  down. 
The  cost  for  maintaining  the  present  equipment  is  anticipated  to  run  above  expect- 
ed replacement  equipment  costs.  No  capitalization  allowance  has  been  set  up  for 
replacement  of  depreciated  equipment  so  funding  for  SYCOR  replacement  is  not 
available,  and  must  be  included  as  a  built-in  cost. 

3.  Funding  of  base  operations— +  $2,967,000. 

These  funds  are  necessary  to  restore  a  portion  of  the  2  percent  reduction  in 
administrative  cuts  taken  in  fiscal  year  1981.  This  cut  reduced  employment  levels, 
postponed  purchasing,  and  in  other  ways  deferred  items  of  current  expense.  Since  it 
is  not  prudent  to  maintain  vacancies  at  a  14  percent  rate,  nor  is  it  possible  to 
continue  to  drawdown  depleted  stores  of  supplies  and  equipment  and  withstand  cuts 
in  other  vital  areas,  restoration  of  a  portion  of  the  2  percent  cuts  will  be  necessary. 

4.  Increased  for  space  and  building  management — h  $577,000. 

The  office  space  budget  request  represents  an  increase  of  $577,000  over  the 
revised  fiscal  year  1981  figure  and  is  due  to  rate  changes  that  GSA  charges  based  on 
comparable  commercial  rental  rates  (Fair  Annual  Rental  Rate)  for  office  space. 

5.  Other  administrative  costs  (penalty  mail,  commercial  communication,  etc.) — 
+  887,000. 


Item:  Amount 

Telephone   $316,000 

Postage   385,000 

DOL  compensation   9,000 

Other   177,000 


Total   887,000 


These  increases  are  based  on  the  following  rate  changes: 

1.  Federal  Telephone  Services  and  other  telephone  charges  increased  by  10.5 
percent. 
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2.  The  postage  increase  of  $385,000  relects  the  two  rate  increases  in  fiscal  year 
1981,  a  20  percent  rate  increase  effective  3/22/81,  and  an  additional  13  percent 
increase  to  be  effective  in  the  next  few  months. 

3.  The  estimated  DoL  Compensation  increase  of  $9,000  was  furnished  by  the 
Department  of  Labor. 

4.  Other  cost  increases  totaling  $177,000  (10  percent)  include  higher  rates  for 
reproduction,  training  programs,  occupational  health  units,  and  other  housekeeping 
items. 

6.  Career  ladder  promotions  and  within  grade  step  increases — h  $1,137,000. 

Such  cost  increases  are  normally  offset  by  employee  turnover  when  new  employ- 
ees are  hired  at  a  lower  step  and  grade.  However,  lower  than  average  turnover  has 
resulted  in  higher  than  average  within  grade  and  career  ladder  promotion  costs. 
Also,  increases  in  staff  in  prior  years  has  resulted  in  higher  within  grade  and  career 
ladder  promotion  costs  because  the  new  hires  have  been  mostly  junior  staff  at  lower 
grades  and  steps. 

7.  Increases  in  per  diem  and  air  fare  rates — h  $329,000. 

Anticipated  travel  cost  increases  of  43  percent  were  offset  by  a  22  percent  estimat- 
ed reduction  in  actual  travel  yielding  an  increase  in  dollar  cost  of  approximately  12 
percent. 

8.  Increases  in  costs  of  rentals,  printing,  supplies  and  other  services — h  $1,015,000. 
Estimated  rate  increases  of  8.7  percent  in  rentals,  printing,  supplies,  etc.  were 

offset  by  reduced  usage  requirements  yielding  a  3  percent  increase  in  these  catego- 
ries. 

9.  Annualization  of  alcoholic  rehabilitation  program  costs  h  $215,000. 

Public  Laws  91-616  and  92-255  as  amended  by  Public  Law  93-282  require  Federal 
departments  and  agencies  to  develop  appropriate  prevention,  treatment  and  reha- 
bilitation programs  and  services  for  civilian  employees  with  alcohol  or  drug  prob- 
lems. Office  of  Personnel  Management  (OPM)  guidelines  for  implementating  these 
programs  are  in  FPM  Subchapter  792-5,  FPM  Supplement  792-2  and  FPM  Letter 
792-8  of  August  25,  1977.  During  1981  we  phased  in  this  program  using  current 
resources,  but  in  order  to  maintain  the  program  on  an  annual  basis  an  additional 
$215,000  is  needed. 

It  should  be  noted  that  we  have  provided  a  description  of  the  amounts  of  actual 
built-in  cost  increases  necessary  to  maintain  current  services.  Having  added  these 
increases  to  the  1981  base  to  determine  the  current  services  level  of  funding,  we 
then  made  reductions  in  appropriate  categories  of  cost  reflecting  program/staff 
reductions.  These  program/staff  reductions  total  $3,687,000. 

Mr.  Natcher.  One  of  the  so-called  built-in  increases  is  $2,967,000 
for  funding  of  base  operations.  What  do  you  mean  by  base  oper- 
ations? 

Ms.  Townsend.  Those  funds  are  necessary  to  restore  a  portion  of 
the  2  percent  reduction  in  administrative  cuts  taken  in  1981.  This  2 
percent  cut  reduced  employment  levels,  and  required  us  to  post- 
pone purchasing  and  in  other  ways  defer  items  of  current  expense. 
The  reduced  staffing  levels  under  which  we  are  currently  operat- 
ing, a  vacancy  rate  of  14  percent,  cannot  and  should  not  be  main- 
tained in  1982. 

EXPLANATION  OF  TRANSFERS 

Mr.  Natcher.  On  pages  3  and  4  of  the  justifications  there  are 
listed  a  number  of  transfers  in  and  out  of  this  appropriation  ac- 
count. Every  year  there  seems  to  be  a  long  list  of  such  transfers. 
How  does  this  happen? 

Ms.  Townsend.  The  largest  one  of  such  transfers  this  year  is  the 
personnel  servicing  organizations,  which  are  coming  from  certain 
of  the  agencies  to  the  Office  of  the  Assistant  Secretary  for  Person- 
nel Administration.  These  transfers  are  made  necessary  by,  in 
some  instances,  small  reorganizations,  in  others  by  technical  revi- 
sions and  so  forth.  We  can  supply  a  more  complete  answer  for  the 
record,  Mr.  Chairman. 

Mr.  Natcher.  That  would  be  fine. 

[The  information  follows:] 
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REIMBURSEMENTS 

Mr.  Natcher.  In  addition  to  appropriated  funds,  your  budget 
shows  amounts  available  to  this  account  in  the  form  of  reimburse- 
ments. How  much  is  available  from  this  source,  and  for  what 
purposes  are  they  used? 

Ms.  Townsend.  In  1981,  $22.5  million  and  48  positions;  and  in 
1982,  $21.7  million  and  48  positions.  Most  of  these  funds  are  related 
to  work  performed  for  the  agencies  evaluating  their  programs,  and 
those  evaluations  are  conducted  by  the  Office  of  the  Assistant 
Secretary  for  Planning  and  Evaluation.  That  is  the  so-called  1 
percent  setaside  that  is  permitted  in  most  of  the  authorizations  for 
evaluation. 

improvements  of  the  grants  payment  system 

Mr.  Natcher.  I  believe  you  are  requesting  an  increase  of 
$336,000  and  16  new  positions  for  the  grants  payments  system. 
Why  do  you  need  to  expand  this  system  when  you  are  proposing 
less  grant  activity  as  a  result  of  block  grants? 

Ms.  Townsend.  Mr.  Chairman,  we  have  been  subject  to  consider- 
able criticism  by  the  General  Accounting  Office  in  the  area  of  the 
management  of  grant  funds.  We  disburse  about  $35  billion  to  $40 
billion  annually  in  grants,  and  this  total  will  not  decrease  signifi- 
cantly in  1982.  When  GAO  did  their  review,  they  found  that  we 
were  able,  on  average,  to  spend  about  six  hours  per  year  reviewing 
each  set  of  grant  recipient  financial  reports.  There  are  333  grantees 
getting  $35  billion  to  $40  billion.  Over  the  course  of  the  year,  we 
had  sufficient  staff  to  spend  only  six  hours  reviewing  their  expendi- 
ture reports,  monitoring  their  cash  drawdown  patterns  and  so 
forth. 

We  recognize  that  many  States  have,  upon  occasion,  drawn  down 
more  Federal  cash  than  they  should.  That  has  several  effects.  It 
raises  Federal  outlays  and  it  increases  interest  costs  to  the  Federal 
Treasury.  States  can  draw  down  Federal  cash,  put  it  in  the  bank 
and  make  money.  We  are  trying  to  reduce  excess  cash  float  held  by 
the  States.  And  to  do  that  we  simply  need  to  spend  more  time 
monitoring  State  cash  flows.  And  we  need  to  make  sure  that  the 
cash  transfers  to  the  States  are  provided  only  as  the  States  need 
the  money. 

We  are  trying  to  reduce  this  excess  cash  float  in  a  number  of 
ways  utilizing  new  financing  procedures.  Techniques  such  as  the 
delay  of  drawdown  letter  of  credit  and  the  checks  paid  letter  of 
credit,  and  through  electronic  transfer  of  funds  through  the  Feder- 
al Reserve  System,  enable  us  to  release  the  money  to  the  grantees 
exactly  when  their  cash  needs  occur. 

So  in  these  and  other  ways  we  are  trying  to  delay  Federal 
disbursements,  reduce  Federal  outlays  and  reduce  Federal  interest 
payments,  and  we  need  the  16  additional  people  to  assist  in  this 
effort. 

The  cost  of  those  16  people  will  be  returned  many  times  over  in 
terms  of  saving  Federal  interest  payments.  We  project  on  an 
annual  basis  that  we  will  save  $4.8  million  in  interest  costs  to  the 
Federal  Government.  We  will,  in  our  small  way,  help  to  reduce  the 
public  debt. 
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Mr.  Natcher.  All  right.  Mr.  Early. 

STAFF  REDUCTIONS 

Mr.  Early.  Thank  you,  Mr.  Chairman. 

Ms.  Townsend,  your  rationale  to  the  chairman  about  not  reduc- 
ing the  Secretary's  Office  doesn't  appear  to  go  with  the  whole 
theme.  You  say  we  are  going  to  reduce  government,  we  are  going 
to  reduce  the  bureaucracy,  we  are  going  to  reduce  the  Washington 
intervention.  In  your  justification  you  say  we  can  afford  the  cuts  in 
the  program  but  not  in  the  administration.  I  have  problems  with 
that.  How  is  that  consistent  with  everything  else  being  said? 

Ms.  Townsend.  Let  me  say  first  of  all,  Mr.  Early,  we  now  have 
almost  500  vacancies  in  the  Office  of  the  Secretary.  We  manage  our 
employment  levels  very  carefully.  We  are  reducing  our  authorized 
positions  by  136  in  1982.  To  conduct  efficient  operations  in  the 
Department,  to  monitor  consultant  services,  fraud,  abuse,  waste,  to 
oversee  the  procurements  of  computers,  to  do  energy  audits,  it 
simply  takes  staff. 

Mr.  Early.  In  explaining  the  rationale  for  the  block  grant  ap- 
proach, it  was  said  that  the  States  were  going  to  monitor,  and  the 
States  were  going  to  audit.  Now  you  are  telling  us  that  you  are 
going  to  continue  to  do  all  those  things. 

Ms.  Townsend.  No,  sir,  not  for  most  of  the  programs  which  will 
be  included  in  the  block  grants  although  we  will  still  have  some 
oversight  responsiblities  for  them. 

Mr.  Early.  Why  not  have  a  corresponding  reduction  in  your 
operation,  if  you  are  not  going  to  have  the  responsibility? 

Ms.  Townsend.  We  have  a  reduction;  it  is  not  25  percent  because 
the  overall  levels  of  the  Department  are  not  going  to  decline  by  25 
percent.  What  we  hope  is  that  by  concentrating  on  ways  to  save 
dollars,  which  in  some  cases  will  require  very  staff-intensive  oper- 
ations that  we  can  thereby  save  Federal  dollars  in  the  least  painful 
way  to  programs  and  recipients. 

Mr.  Early.  I  see  this  administration  as  saying  they  are  going  to 
reduce  the  Federal  roll  in  government,  yet  we  are  reducing  the 
block  grant,  the  program  money,  and  keeping  the  administrative 
costs  at  the  same  level. 

Ms.  Townsend.  In  the  agencies  responsible  directly  for  oversee- 
ing those  programs,  you  see  a  corresponding  reduction,  and  you  see 
what  we  concluded,  and  OMB  concurred,  is  the  corresponding  re- 
duction in  the  Office  of  Secretary  staff. 

For  example,  a  large  portion  of  the  General  Counsel  workload  is 
preparing  fact  statements  on  appealed  benefits  for  the  Social  Secu- 
rity Administration.  We  could  ship  that  work  back  to  Social  Secu- 
rity, the  work  would  still  have  to  be  done.  That  workload  is  not 
associated  with  block  grants.  The  fact  statements  are  terribly  im- 
portant in  terms  of  making  proper  payments. 

REDUCTION  IN  ADMINISTRATIVE  COSTS 

Mr.  Early.  We  are  talking  out  of  both  sides  of  our  mouth,  that  is 
what  we  are  doing.  We  are  actually  cutting  the  program.  We  are 
cutting  the  program  and  keeping  the  administrative  costs,  and  that 
is  not  what  we  are  saying  publicly  to  the  people. 
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Ms.  Townsend.  Mr.  Early,  through  directives  from  the  Congress 
and  from  the  executive  branch,  we  have  been  mandated  to  do  a 
number  of  things. 

Mr.  Early.  Wait  a  minute  now,  wait  a  minute,  excuse  me.  We 
have  been  mandated  to  do  a  lot  of  things  in  those  social  programs, 
too,  that  you  are  cutting  back,  that  you  are  reducing  by  25  percent. 
The  mandates  are  there  in  the  program  too.  Why  should  we  cut 
the  programs,  though  they  are  mandated  to  do  a  lot  of  things? 

Ms.  Townsend.  I  understand  your  point,  Mr.  Early. 

Mr.  Early.  I  am  really  having  trouble  with  this.  We  are  talking 
about  saving  money  because  we  are  going  to  give  it  back  to  the 
States  and  the  States  are  going  to  better  administer  it.  However, 
we  are  keeping  the  costs  of  operating  here  in  Washington,  at  close 
to  the  prior  year's  level.  That  is  tough  for  me  to  understand. 

I  have  no  further  questions. 

Mr.  Natcher.  Mr.  Porter. 

INCREASE  IN  MANAGEMENT  COSTS 

Mr.  Porter.  Thank  you,  Mr.  Chairman. 

The  gentleman  from  Massachusetts  and  I  don't  agree,  but  I  think 
he  put  his  finger  on  a  very  important  point.  I  can  only  look  at  this 
and  say  you  are  asking  for  7  percent  increase,  is  it,  in  the  manage- 
ment budget? 

Mr.  Scully.  It  is  about  3  percent,  sir. 

Ms.  Townsend.  It  is  about  3  percent. 

PUBLIC  DEBT  MANAGEMENT 

Mr.  Porter.  It  is  an  increase  in  any  case,  whereas  we  are  cutting 
services  everywhere  else.  How  do  we  justify  that?  To  me  it  is  an 
obvious  problem.  Especially  when  we  are  saying  we  are  going  to 
put  a  lot  of  these  programs  into  block  grants,  and  shift  the  admin- 
istration of  them  somewhere  else.  Why  shouldn't  we  get  some 
substantial  savings  in  doing  that,  and  why  are  out  costs  going  up? 

Ms.  Townsend.  Costs  are  going  up  at  a  rate  of  inflation  far  in 
excess  of  this  3  percent  increase  in  our  request.  But  we  can  reduce 
the  increasing  cost  of  government  both  in  1982  and  in  subsequent 
years,  by  running  more  efficiently  and  imposing  tighter  adminis- 
trative controls.  We  have  an  ongoing  debt  management  effort,  for 
example,  to  try  to  increase  our  recoveries  of  about  $2.6  billion  in 
outstanding  debt,  largely  owed  to  SSA  and  the  Public  Health  Serv- 
ice, and  OMB  has  recently  issued  a  directive  that  we  and  all  other 
agencies  should  do  more  in  the  debt  management  area.  If  we  could, 
by  investing  some  staff  resources,  or  at  least  not  reducing  our  staff 
resources,  recoup  a  substantial  portion  of  that  $2.6  billion,  that  will 
be  very  helpful  in  protecting,  by  offsetting  collections,  programs 
that  we  would  agree  were  very  high-priority  programs  in  the  fiscal 
year  1983  budget. 

Another  clear  example  of  a  very  small  investment  in  producing 
major  cost  efficiencies  is  in  my  office.  A  very  lean  staff  reviews 
both  agency  requests  for  data  processing  and  telecommunications 
equipment  and  State  requests,  where  we  would  reimburse  them 
through,  let's  say,  Medicaid  or  AFDC  for  a  share  of  purchasing 
that  equipment.  And  by  these  reviews  in  1980,  we  saved  over  $50 
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million.  That  is  $50  million  that  could  go  toward  higher  priority 
and  much  better  uses. 

If  we  are  going  to  run  an  aggressive  program  to  reduce  waste, 
abuse  and  fraud,  we  cannot  do  it  simply  by  writing  one  memo.  We 
must  get  people  out  there,  monitoring  program  activities  and  find- 
ing out  what  must  be  done. 

S       NGS  THROUGH  MANAGEMENT  IMPROVEMENTS 

Mr.  Porter.  What  you  are  saying  is  that  the  investment  in  the 
management  side  is  going  to  produce  a  lot  of  savings  on  the  pro- 
gram side,  and  that  this  is  the  reason  why  you  need  to  make  the 
investment  in  the  resources  now? 

Ms.  Townsend.  Yes,  Sir,  that  is  correct. 

Mr.  Porter.  Does  that  mean  that  somewhere  down  the  line,  two, 
three,  four  years  from  now,  you  will  be  able  to  better  control  your 
own  management  costs? 

Ms.  Townsend.  That  is  possible.  We  think  for  the  most  part, 
however,  that  the  monies  we  spend  on  these  management  initia- 
tives are  returned  several  times  over  in  terms  of  savings. 

Mr.  Porter.  But,  isn't  it  true  that  the  savings  wouldn't  show  up 
in  your  figures  for  your  office,  that  they  would  show  up  in  the 
other  programs? 

Ms.  Townsend.  They  frequently  show  up  in  the  agencies'  bud- 
gets, that  is  correct.  Right  now  we  have  new  management  controls 
imposed  on  debt  collection,  travel,  procurement,  consultant  serv- 
ices, publications  and  audiovisuals,  overtime,  and  so  forth.  We 
work  with  the  agencies  in  implementing  these  controls,  but  the 
direction,  the  prodding,  the  monitoring,  the  overseeing  comes,  and 
we  believe  must  come,  from  the  Office  of  the  Secretary.  We  are 
Secretary  Schweiker's  arm  in  terms  of  running  the  Department 
more  efficiently. 

Mr.  Porter.  If  we  were  to  cut  back  your  management  budget, 
then,  you  wouldn't  be  able  to  make  the  savings  on  the  program 
side? 

Ms.  Townsend.  Any  potential  for  savings  would  be  reduced  cor- 
respondingly. We  would  try  to  do  the  best  we  could,  there  is  no 
question  about  that,  but  in  a  number  of  areas  existing  staff  is 
stretched  very  thinly  now. 

I  have  the  responsibility  in  my  office,  for  example,  for  resolving 
disputed  audit  findings  that  cross-cut  either  departments,  that  is, 
they  involve  our  department  and  other  Federal  departments,  or 
cross-cut  agencies,  such  as  the  Public  Health  Service  and  Human 
Development  Services.  This  staff  has  to  go  to  the  grant  recipient 
site  or  contractors'  offices,  they  have  to  get  out  of  the  office,  and 
they  need  travel  funds  to  get  there.  They  are  very  aggressive  in 
terms  of  resolving  those  audits.  Good  management  requires  and  the 
Congress  directs  that  we  not  have  any  outstanding  audits  over  six 
months  old.  Again,  we  have  the  responsibility  to  do  that,  and  we 
need  the  resources  to  effectively  fulfill  our  responsibilities. 

SAVINGS  IN  GENERAL  DEPARTMENTAL  MANAGEMENT 

Mr.  Porter.  Have  you  projected  over  the  next  few  years  what 
kind  of  cost  savings  you  are  aiming  for,  or  at  least  you  can  expect? 
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Ms.  Townsend.  In  most  of  the  individual  areas  I  have  mentioned 
we  have  calculated  savings.  For  example,  as  part  of  our  effort  to 
control  consultant  services  expenditures,  I  personally  have  to  sign 
off  on  all  nonevaluation  consultant  services  contracts  in  excess  of 
$100,000.  Again,  a  very  lean  staff  of  four  in  my  office  has  this 
responsibility.  And  they  saved,  in  terms  of  contract  proposals  that 
were  withdrawn  after  our  review  or  disapproved,  $9  million  in 
1980. 

In  our  program  to  eliminate  fraud,  abuse  and  waste,  we  have 
documented  savings  of  $1.4  billion  in  1979.  We  have  set  targets  of 
$2.1  billion  in  1981  and  $3.1  billion  in  1982.  Some  of  the  ideas  for 
areas  in  which  to  achieve  these  savings  come  from  Office  of  the 
Secretary  staff. 

Mr.  Porter.  And  when  you  make  these  savings,  you  can  put  the 
money  in  to  help  people  who  are  truly  in  need? 
Ms.  Townsend.  Yes. 

Mr.  Porter.  Mr.  Chairman,  I  have  no  further  questions. 
Mr.  Natcher.  Mr.  Early. 

APPROPRIATION  CHANGES 

Mr.  Early.  Referring  to  collection  of  debt,  would  it  be  at  all 
feasible  for  us  to  put  you  on  some  type  of  revolving  fund?  If  you 
are  going  to  save  us  so  much  money  by  collecting  this  much  money, 
why  wouldn't  it  be  good  fiscal  policy  to  put  this  appropriation  on  a 
revolving  fund  basis? 

Ms.  Townsend.  The  problem  is  that  the  bulk  of  the  debt  owed 
the  Department,  for  example,  comes  from  Social  Security.  Savings 
occur  in  Social  Security  trust  fund  benefit  payments  and  SSI  bene- 
fits payments.  And  the  debt  is  recovered  through  offsetting  subse- 
quent benefits.  That  is  to  say,  if  you  are  normally  entitled  to  $300, 
and  you  have  been  overpaid  in  the  past,  for  the  next  six  months  we 
will  pay  you  $275.  But  the  moneys  would  revert  to  the  Social 
Security  trust  funds. 

Mr.  Early.  We  have  been  listening  for  years  to  suggestions:  Give 
us  more  staff,  and  we  will  save  you  money. 

If  we  had  half  the  money  that  was  saved  in  the  last  ten  years,  we 
would  have  a  surplus. 

Ms.  Townsend.  It  is  difficult  in  many  instances  to  calculate 
directly  the  savings.  For  example,  in  the  General  Counsel  litigation 
area,  which  includes  quite  a  number  of  staff,  it  is  difficult  to 
quantify  the  cost  avoidance  of  having  lawyers  out  there  aggressive- 
ly defending  the  Department.  We  know  it  happens. 

Mr.  Early.  We  know  it  happens. 

When  you  are  talking  savings,  you  also  have  to  consider  an 
agency  going  to  the  private  businessman  and  saying,  "We  want 
this  record,  this  audit,  this  accounting,  and  we  want  it  in  our  office 
tomorrow."  It  is  no  expense  to  the  agency  to  make  party  X  do  those 
things.  I  don't  know  where  there  is  really  a  savings  in  that. 

The  administration  is  suggesting,  that  with  this  shift  to  the 
States,  we  are  going  to  have  a  savings  in  administrative  costs,  but 
we  are  not  going  to  reduce  it  there. 

Ms.  Townsend.  I  believe  that  one  of  the  profoundly  important 
goals  of  this  administration  is  to  attempt  to  reduce  some  of  those 
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burdens — paperwork  burdens,  regulatory  burdens.  I  hope  you  will 
notice  some  progress  in  that  regard. 

FRAUD,  WASTE  AND  ABUSE 

Mr.  Early.  I  have  serious  problems  about  the  suggested  savings 
of  $1.4  for  1981,  and  the  projected  savings  in  1982  for  waste,  abuse 
and  fraud.  I  didn't  vote  for  Mr.  Michel's  amendment  the  last  time 
because  I  don't  know  how  we  can  take  a  savings  on  any  specific 
account  in  which  we  don't  appropriate.  We  don't  appropriate  for 
waste,  we  don't  appropriate  for  abuse,  and  we  don't  appropriate  for 
fraud,  yet  everyone  is  taking  savings  on  the  accounts.  How  is  that 
a  legitimate  savings?  Are  you  suggesting  that  we  are  going  to  be  up 
to  $3.1  in  savings  in  1982  on  something  we  didn't  appropriate 
anything  for? 

Ms.  Townsend.  No,  Sir.  But,  for  example,  if  the  error  rates  in 
AFDC  or  Medicaid  are  high  or  are  low,  then  the  consequences  to 
the  Federal  budget  of  the  error  rates  flow  automatically. 

Mr.  Early.  Are  we  appropriating  in  anticipation  of  the  error 
rate? 

Ms.  Townsend.  No.  We  have  assumed  in  this  instance  that  we 
meet  the  error  rate  targets. 

Mr.  Early.  Are  we  appropriating  for  the  error  rate? 

Ms.  Townsend.  You  would  be,  were  we  not  doing  something 
about  it. 

Mr.  Early.  You  know  you  are  a  much  better  fiscal  manager  than 
I  am.  On  that  waste,  abuse  and  fraud,  we  considered  it  abuse  if  the 
hospitals  had  unused  beds.  The  logic  was  if  they  were  all  filled  we 
would  have  taken  in  X  number  of  dollars,  to  me,  that  is  not  an 
abuse. 

Ms.  Townsend.  We  could  probably  agree  it  is  waste  if  we, 
through  Medicare  and  Medicaid  payments,  are  paying  for  beds 
which  are  not  filled  but  which  must  be  covered  in  overhead. 

Mr.  Early.  Any  private  operating  hospital  has  X  number  of  beds 
and  only  a  percentage  of  them  filled.  That  is  not  abuse  either.  They 
would  like  to  fill  every  one  of  them.  But,  you  know,  you  go  in  peaks 
and  valleys,  whatever  the  business  is.  I  am  starting  to  think  this 
waste,  abuse  and  fraud  account  is  the  highest  appropriation  we 
make.  I  really  think  we  should  get  some  administrators  on  revolv- 
ing funds,  and  then  with  all  the  savings  they  can  bring  their  pay  up. 
Everyone  sitting  over  that  side  is  saying  we  are  going  to  achieve 
savings,  yet  the  programs  are  getting  cut. 

Thank  you,  Mr.  Chairman. 

Mr.  Natcher.  Mr.  Conte. 

FISCAL  YEAR  1982  BUDGET  REQUEST 

Mr.  Conte.  You  are  requesting  an  increase  of  $5  million  for 
fiscal  year  1982,  right? 
Ms.  Townsend.  Yes,  sir. 

Mr.  Conte.  Most  of  that  is  going  to  go  for  pay  raises? 

Ms.  Townsend.  Well,  in  part,  Mr.  Conte.  Our  built-in  increases, 
if  you  will,  are  at  about  $8.2  million.  Offsetting  those  built-in 
increases  are  certain  savings,  the  largest  of  which  is  $3.7  million 
coming  from  staff  reductions. 
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Mr.  Conte.  Is  that  where  you  are  getting  your  economy?  I  imag- 
ine this  is  a  bare-bones  budget? 

Ms.  Townsend.  I  believe  it  is.  Many  of  the  increases  that  we  are 
talking  about  are  mandatory  increases,  things  like  the  rent  that 
the  General  Services  Administration  charges  us;  postage  increases; 
increases  in  air  fare  and  per  diem  rates;  increases  in  the  cost  of 
rentals,  printing,  supplies  and  equipment;  annualization  of  the  pay 
raise — those  kinds  of  things  which  are  necessary  support  and  over- 
head costs,  not  particularly  high  living  or  frills,  just  mandatory 
costs  in  terms  of  doing  business  at  the  same  real  dollar  cost  as  last 
year,  except  at  a  reduced  staff  level. 

TWENTY-FIVE  PERCENT  REDUCTION  OF  GENERAL  DEPARTMENTAL 

MANAGEMENT 

Mr.  Conte.  What  if  this  committee  decides  to  reduce  you  25 
percent;  what  will  that  do  to  you? 
Ms.  Townsend.  Twenty-five  percent  of  our  base? 
Mr.  Conte.  Yes. 

Ms.  Townsend.  It  is  difficult  to  contemplate  right  off  the  bat 
what  that  would  mean. 
Mr.  Conte.  I  don't  want  you  to  panic. 

Ms.  Townsend.  At  the  moment  if  there  is  an  anti-deficiency 
violation,  I  would  go  to  jail.  I  am  not  too  keen  on  that.  It  would 
require  substantial  changes  in  the  way  we  do  business.  I  would  like 
to  supply  a  more  thoughtful  argument  for  the  record — I  should 
have  said  response  for  the  record. 

Mr.  Conte.  Either  one  is  all  right. 

Ms.  Townsend.  All  right. 

[The  information  follows:] 

CONGRESSIONALLY  DIRECTED  25-PERCENT  CUT  IN  GENERAL  DEPARTMENTAL  MANAGE- 
MENT 

The  Department's  budget  of  $255  billion  is  designed  to  provide  essential  social 
services  and  critical  health  services  to  those  most  in  need.  In  order  to  guarantee  the 
delivery  of  those  services  and  ensure  the  Secretary's  ability  to  discharge  his  respon- 
sibility, we  are  requesting  $146.7  million  and  3,814  positions  for  General  Depart- 
mental Management's  total  resources.  These  percentages  represent  a  very  small,  yet 
essential  investment  in  central  management  and  service  support  activities. 

Should  Congress  reduce  the  General  Departmental  Management  fiscal  year  1982 
appropriation  request  by  25  percent  across  the  board,  Secretary  Schweiker  would 
have  to  reduce  his  staff  by  954  positions  and  funding  by  $36.6  million.  These  cuts 
would  be  in  addition  to  a  cut  of  120  positions  or  3.5  percent  and  $13.3  million  or  9.3 
percent  already  taken  in  the  request  before  you. 

Such  a  reduction  could  not  be  absorbed  in  this  appropriation  without  terminating 
activities  essential  to  the  business-like  conduct  of  Departmental  operations.  For 
example,  even  if  we  were  to  totally  eliminate  the  Department's  executive  direc- 
tion—including the  immediate  office  of  the  Secretary,  legislation,  planning  and 
evaluation,  and  public  information,  we  would  reduce  the  appropriation  by  only  334 
positions,  or  one  third  of  the  25  percent  reduction  you  are  suggesting.  All  other 
j     functions  of  General  Departmental  Management  are  essential,  operational,  hands- 
on  service  and  management  activities,  such  as  HHS-wide  fiscal  management  and 
j     public  debt  control;  Department-wide  accounting  and  personnel;  Departmental  pay- 
j     roll,  litigation,  property  management,  grants  and  procurement  management  and 
j     audits;  services  to  Congressional  district  offices  on  all  inquiries  concerning  HHS; 
i     and  central  Departmental  payment  and  cash  control  for  recipients  of  $35  to  $40 
billion  in  HHS  grant  and  contract  awards.  All  these  operational  functions  are 
j     mandatory  services  that  serve  the  Department  as  a  whole,  and  thus  can  only  be 
!     reduced  in  direct  relationship  to  reductions  in  overall  Departmental  operations. 
Although  the  Department's  fiscal  year  1982  request  reduces  the  number  of  positions 
associated  with  program  reductions  by  13.3  percent,  the  full  time  equivalent,  i.e. 


78-993   O— 80  60 


944 


staff  years,  ceiling  requested  amounts  to  a  decrease  of  less  than  one  percent. 
Therefore,  staff-related  management  services  in  the  Department  will  continue  to 
require  the  type  and  level  of  mandatory  operational  assistance  our  office  is  provid- 
ing. ,<•-;•  y 

In  summary,  Mr.  Conte,  we  feel  that  the  9.3  percent  reduction  in  funds  and  the 
3.5  percent  reduction  in  staff  clearly  represent  the  Department's  strenuous  efforts 
to  cut  all  levels  of  the  bureaucracy,  including  the  top,  while  maintaining  the 
capability  to  manage  and  implement  cost  effective  actions  both  within  and  outside 
the  office  of  the  Secretary. 

Mr.  Conte.  Because  we  have  to  answer  that  question  from  our 
constituents  on  all  of  these  items,  25  percent  cut  across  the  board. 

Ms.  Townsend.  I  might  say  this  budget  has  been  through  the 
Office  of  Management  and  Budget,  which  is  a  pretty  tough  place, 
twice  now,  both  for  1981  and  1982.  We  were  able  to  convince  them 
that  they  were  making  a  good  investment  here. 

Mr.  Conte.  Of  the  120  positions  you  propose  to  eliminate,  how 
many  will  come  from  the  Washington  office  and  how  many  will 
come  from  the  regional  offices? 

Ms.  Townsend.  Sixty-one  from  the  regions;  the  remainder  from 
headquarters. 

SOCIAL  SECURITY  TRUST  FUND  TRANSFER 

Mr.  Conte.  You  are  requesting  a  transfer  of  $8  million  from  the 
Social  Security  trust  fund  to  the  Secretary.  What  obligations  would 
these  funds  be  used  to  cover? 

Ms.  Townsend.  This  is  a  reasonably  standard  charge.  It  repre- 
sents reimbursement  from  the  trust  funds  for  activities  we  under- 
take on  their  behalf.  It  includes  some  work  by  the  General  Coun- 
sel, it  includes  our  work  in  terms  of  budget  preparation,  personnel 
services,  and  so  forth. 

IMPROVEMENTS  OF  CASH  MANAGEMENT 

Mr.  Conte.  You  are  trying  to  improve  the  department's  cash 
management  situation.  I  wonder  what  you  are  doing  in  the  area  of 
better  controlling  cash  advances,  improving  letter  of  credit  financ- 
ing? 

Ms.  Townsend.  That  is  an  area  in  which  I  believe  this  Depart- 
ment has  been  leading  the  entire  government.  We  are  very  con- 
cerned about  States  putting  Federal  dollars  in  their  bank  accounts 
and  earning  interest  at  the  same  time  that  the  Federal  Govern- 
ment itself  must  borrow  to  make  those  grants.  We  have  done 
several  things.  We  have  a  new  financing  procedure  called  delay  of 
drawdown  letter  of  credit.  Under  this  arrangement  we  work  with 
the  States  to  estimate  at  what  point  in  time  checks  they  write  will 
clear  their  banks.  So  if  a  normal  time  it  takes  for  50  percent  of 
their  checks  to  clear  the  bank  is  three  days,  then  we  don't  make  50 
percent  of  the  grant  funds  available  until  those  three  days  have 
expired. 

It  requires  careful  consultation  and  negotiation  with  the  State, 
but  we  work  it  out  on  a  finely  tuned  basis.  We,  are  talking  about 
delaying  Federal  transfer  of  cash  for  three  days  to  two  weeks  in 
some  instances.  We  anticipate  that  by  1982  the  outlay  savings 
associated  with  that  effort  will  be  $567  million  and  the  Federal 
interest  savings  will  be  $52  million  to  the  benefit  of  Treaury. 
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Maybe  we  could  put  that  in  a  revolving  fund  instead  of  having  it 
revert  to  the  Treasury! 

Additionally,  we  are  working  with  the  Treasury  on  electronic 
transfer  of  funds  so  that  before  a  grantee  can  draw  the  money,  our 
staff  can  look  at  the  books  and  try  to  determine  whether  they  have 
excess  cash  on  hand,  whether  they  need  this  money  in  this  amount 
at  this  time.  We  have  that  implemented  with  90  grantees  in  20 
States  and  we  are  anticipating  an  expansion  of  that  to  additional 
grantees  and  States.  We  are  pushing  Treasury,  frankly,  to  go  na- 
tionwide in  1982.  That  will  have  outlay  savings  in  1982  of  $16 
million  and  interest  savings  of  $1.5  million. 

Then  the  improved  general  cash  management  I  was  talking 
about  before,  to  monitor  more  closely  grantee  draws  of  cash,  will 
save  $52  million  in  1982  in  outlays  and  $4.8  million  in  interest 
payments,  the  sum  of  all  these  efforts  being  $635  million  in  outlays 
and  $58.3  million  in  interest  savings. 

Mr.  Conte.  That  is  a  pretty  good  record  if  you  can  do  it. 

Thank  you  very  much  much. 

BUDGET  PREPARATION  SYSTEM 

Mr.  Natcher.  You  are  requesting  an  increase  of  $115,000  for  a 
budget  information  computer  system.  The  department  has  had  this 
system  operating,  I  believe,  for  many  years.  Why  do  you  need  an 
increase  here  when  you  have  a  tight  budget  everyplace  else? 

Ms.  Townsend.  Mr.  Chairman,  in  a  bulletin  issued  in  July  of 
1979,  OMB  mandated  major  agencies  to  develop  the  data  processing 
capabilities  to  support  the  budget  process.  It  wants  us  to  be  able  to 
send  them  via  computer,  either  hooked  up  directly  with  their  com- 
puter or  through  us  sending  them  a  tape,  most  of  the  backup  data 
that  will  ultimately  appear  in  the  budget  appendix. 

As  you  know,  budget  season  is  a  frantic  time.  OMB  has  a  major 
job  getting  the  numbers  to  balance,  getting  the  appendix  done  in  a 
timely  and  accurate  fashion.  We,  in  turn,  would  like  to  have  a 
smoother  way  to  receive  in  the  Office  of  the  Secretary  budget  office 
the  data  from  our  agencies  so  that  we  can  avoid  duplication  of 
effort  and  increase  accuracy  and  be  much  more  timely. 

It  is  not  a  major  investment  of  funds  but  we  think  it  will  be  a 
very  useful  investment  of  funds.  We  have  the  third  largest  budget 
in  the  world.  We  don't  have,  frankly,  that  good  a  computer  capabil- 
ity for  dealing  with  that  budget,  and  we  think  this  will  be  of  great 
assistance  to  us  as  well  as  OMB. 

IMPACT  OF  BLOCK  GRANT  ENACTMENT 

Mr.  Natcher.  Assuming  that  the  block  grant  program  is  not 
enacted  in  1982,  how  will  the  funding  requirements  of  this  appro- 
priation be  affected? 

Ms.  Townsend.  Mr.  Chairman,  I  would  like  to  take  some  time  to 
think  about  that  and  answer  it  for  the  record. 

Mr.  Natcher.  Suppose  you  do.  Give  us  a  good,  full  answer  in  the 
record,  and  that  would  help  us. 

Ms.  Townsend.  Yes,  sir. 

[The  information  follows:] 
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GDM  Funding  Requirements  if  Block  Grants  Are  Rejected 

The  fiscal  year  1982  budget  request  for  General  Departmental  Management  as- 
sumed that  the  Administration's  overall  program  would  be  accepted  by  the  Con- 
gress, essentially  as  proposed.  Should  specific  major  elements  of  this  program  pro- 
posal be  found  unacceptable  by  the  Congress,  modifications  of  the  resources  neces- 
sary to  run  the  Department  would  be  required.  In  the  specific  instance  of  rejection 
of  the  block  grant  proposal,  the  agencies  that  admister  these  categorical  grants 
would  be  greatly  affected  and  the  Office  of  the  Secretary  would  have  increased 
management  responsibilities  and  increased  operational  activities.  On  page  7  of  our 
Congressional  justification  we  indicated  a  resource  reduction  of  112  positions  and 
$3,087,000  was  requested  as  being  appropriate  due  to  changes  in  these  management 
and  operational  functions.  While  these  resources  are  not  entirely  associated  with 
the  savings  anticipated  from  the  block  grant  proposal,  the  major  impact  on  the  OS 
workloads  certainly  are  expected  to  originate  with  the  block  grants  and  the  entitle- 
ment changes  proposed  for  the  Social  Security  Administration. 

REDUCTION  OF  POSITIONS 

Mr.  Natcher.  You  are  proposing  a  reduction  of  136  positions  in 
1982.  How  do  you  plan  to  achieve  this?  A  reduction  in  force, 
attrition,  or  how  will  you  go  about  it? 

Ms.  Townsend.  We  would  not  want  to  do  a  reduction  in  force. 
We  don't  think  that  is  required.  We  would  do  it  through  attrition.  I 
think  we  can  handle  it  that  way. 

Mr.  Natcher.  How  did  you  arrive  at  the  figure  of  136?  Why  not 
236?  How  did  you  arrive  at  this  particular  figure? 

Ms.  Townsend.  As  we  looked  at  the  effect  of  the  revised  budget 
and  legislative  program  on  the  Department  and  on  our  activities, 
we  tried  to  make  a  realistic  assessment  of  reduced  staffing  needs. 

It  was,  I  think,  a  substantial  cut.  I  am  hopeful  that  we  can 
allocate  it  reasonably  and  live  comfortably  with  it.  But  as  I  said, 
we  will  again  review  the  situation  in  1983  to  assure  that  it  is  the 
right  level  for  our  effective  operations — no  more,  no  less. 

POSITIONS  IN  WRITING  AND  REVIEWING  REGULATIONS 

Mr.  Natcher.  How  many  positions  under  this  appropriation  are 
assigned  to  writing  or  reviewing  of  regulations  for  Health  and 
Human  Services  programs? 

Ms.  Townsend.  I  don't  know  that  number.  I  can  try  to  calculate 
it  for  you,  Mr.  Chairman. 

Mr.  Natcher.  Suppose  you  put  it  in  the  record  for  us,  please. 

[The  information  follows:] 

General  Departmental  Management  (GDM)  Positions  Involved  in 
Regulatory  Activities 

The  fiscal  year  1982  General  Departmental  Management  (GDM)  appropriation 
request  provides  100  positions  allocated  to  the  functions  of  writing  and  reviewing 
regulations. 

INTERACTIVE  COMPUTER  SYSTEM 

Mr.  Natcher.  On  page  16  of  the  justifications,  reference  is  made 
to  an  interactive  computer  system.  What  kind  of  a  system  are  you 
talking  about  now? 

Mr.  Scully.  In  lay  terms,  that  is  the  automated  correspondence 
processing  system  used  by  the  executive  secretariat.  The  technical 
terminology  interactive  system,  indicates  a  random  access  to  infor- 
mation capability,  but  it  is  the  automated  system. 
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Mr.  Natcher.  Your  budget  indicates  that  the  Assistant  Secretary 
for  Planning  and  Evaluation  also  administers  the  appropriation  for 
policy  research.  Why  shouldn't  policy  research  be  consolidated  with 
general  departmental  management? 

Ms.  Townsend.  We  have  found  it  advisable  and  we  thought 
clearer  for  everyone  concerned  to  keep  the  management  elements 
of  the  Office  of  the  Secretary,  the  overall  direction  aspects  separate 
from  the  Policy  Research  activity,  which  is  a  straight  research 
activity. 

CONTROL  OF  CONSULTANTS  AND  CONTRACTS 

Mr.  Natcher.  what  about  consultants;  what  kind  of  system  does 
the  department  use  to  control  the  use  of  consulants  and  outside 
contractors?  If  you  cut  it  in  half  in  the  department,  would  you  miss 
any  of  it?  As  far  as  consultants,  you  have  a  lot  of  able  people  down 
there.  Why  all  the  consultants? 

Ms.  Townsend.  Many  of  these  are  consultants  whose  work  is  of  a 
very  specialized  nature.  For  example,  developing  accounting  sys- 
tems and  computer  software  packages  is  quite  complex,  it  is  highly 
technical,  and  you  want  to  get  the  best  people  that  you  can  to  do 
the  job  at  the  cheapest  rate.  It  is  better  for  us  to  get  that  expertise 
outside.  It  avoids  the  necessity  of  building  up  large  staffs  whose 
expertise  may  not  be  needed  on  a  continuing  basis. 

For  the  last  several  years  we  have  managed  consultant  services 
activities  very  tightly  in  the  Department,  in  part  in  response  to 
congressional  concerns  that  this  was  a  soft  area.  We  have  estab- 
lished consultant  service  ceilings  for  every  component.  We  have 
established  a  planning  requirement  to  try  to  even  out  expenditures 
over  the  course  of  the  year.  I  might  note  last  year  that  our  year- 
end  procurement  spending,  which  includes  more  than  consultants, 
but  our  year-end  spending  was  only  24  percent  in  the  last  quarter 
as  opposed  to  64  percent  in  the  last  quarter  in  1974. 

We  monitor  consultant  services  contracts  expenditures  closely 
throughout  the  year.  We  issue  general  policies  and  guidelines  and 
we  have  two  kinds  of  consultant  services  contract  reviews.  The 
Assistant  Secretary  for  Planning  and  Evaluation  must  approve 
evaluation  contracts.  I  must  personally  approve  all  nonevaluation 
consultant  service  contracts  in  excess  of  $100,000,  regardless  of 
where  in  the  Department  those  contracts  are  proposed. 

Last  year  my  office  reviewed  107  such  contracts.  We  disapproved, 
or  the  agency  withdrew  after  our  review,  $9  million  worth  of 
contracts,  18  contracts.  We  have  monitored  this  area  very  closely. 
There  has  been  a  real  decline  in  consultant  service  usage  and  our 
control  process  has  resulted  in  far  better  products. 

TRAVEL  COSTS  IN  1981-82 

Mr.  Natcher.  For  the  record,  provide  a  breakdown  of  travel 
costs  in  1981-1982,  by  the  various  offices  under  this  account. 
[The  information  follows:] 

GDM  Travel  Costs 

The  following  are  the  anticipated  travel  expenditures,  by  office,  for  the  General 
Departmental  Management  (GDM)  appropriation  for  fiscal  years  1981  and  1982: 
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Office 


1981  estimate    1982  estimate 


Secretary/Under  Secretary  

Assistant  Secretary  for  Legislation  

Assistant  Secretary  for  Planning  and  Evaluation  

Assistant  Secretary  for  Public  Affairs  

Assistant  Secretary  for  Personnel  Administration  

Assistant  Secretary  for  Management  and  Budget  

Office  for  General  Counsel  

Deputy  Under  Secretary  for  Intergovernmental  Affairs  (principal  regional  officials) 


$177,413 
27,762 
53,144 
16,657 
158,640 
257,261 
201,473 
1,751,650 


$196,413 
32,762 
68,144 
21,657 
199,640 
294,261 
227,473 
1,932,650 


Total,  GDM 


2,644,000  2,973,000 


TRAVEL  FOR  CONFERENCES 


Mr.  Natcher.  Tell  us,  if  you  will,  how  much  of  the  1981  travel 
funds  in  this  account  will  be  used  for  conferences,  meetings,  and 
conventions.  Can  you  give  us  some  idea  about  that? 

Ms.  Townsend.  I  cannot  give  you  that  at  this  time. 

Mr.  Natcher.  Suppose  you  supply  it  for  the  record.  If  you  will, 
give  us  the  actual  figure  for  the  record,  and  give  it  to  us  for  1980 
too. 

[The  information  follows:] 

GDM  Travel  for  Conferences,  Meetings,  and  Conventions 

In  fiscal  year  1980,  $249,514  was  spent  on  conference  travel  by  General  Depart- 
mental Mangement  (GDM)  employees.  In  fiscal  year  1981  it  is  anticipated  that 
$266,515  will  be  spent  for  this  purpose.  Current  ADP  software  precludes  separate 
identification  of  conference,  meeting  and  convention  travel  costs  by  discrete  areas. 


Mr.  Natcher.  How  much  international  travel  is  financed 
through  this  account,  any? 

Ms.  Townsend.  Very,  very  little. 

Mr.  Natcher.  Put  that  in  the  record  with  your  general  state- 
ment. 

Ms.  Townsend.  We  will  do  that. 
[The  information  follows:] 


The  amounts  associated  with  international  travel  within  the  General  Department- 
al Management  (GDM)  appropriation  are  as  follows: 


The  international  travel  budget  for  GDM  is  very  modest.  In  fiscal  year  1980, 
however,  due  to  the  urgency  of  the  refugee  situation,  GDM  staff  traveled  abroad  at 
an  increased  level  compared  to  the  levels  anticipated  for  fiscal  year  1981  and  fiscal 
year  1982.  The  fiscal  year  1982  budget  assumes  a  modest  increase  of  approximately 
15  percent  due  to  the  effects  of  inflation  and  is  intended  to  be  a  current  services 
level  of  travel  compared  to  fiscal  year  1981. 

Ms.  Townsend.  I  might  say  that  the  Chief  of  Staff  of  the  Depart- 
ment, Mr.  Newhall,  in  the  Secretary's  Office,  must  personally  ap- 
prove any  international  travel  by  anyone  in  the  entire  Depart- 
ment, whether  it  is  an  NIH  scientist  or  someone  in  the  Office  of 
the  Secretary.  So  that  area  is  under  very  close  scrutiny  and  tight 
control. 


INTERNATIONAL  TRAVEL 


International  Travel 


Fiscal  year  1980  actual.... 
Fiscal  year  1981  estimate 
Fiscal  year  1982  estimate 


$37,445 
28,000 
33,000 
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ACTIONS  RESPONDING  TO  COMMITTEE'S  TRAVEL  REPORT 

Mr.  Natcher.  At  last  year's  hearings,  as  you  will  recall,  we 
discussed  the  report  of  the  committee's  investigative  staff  on  the 
matter  of  employee  travel.  For  the  record,  insert  a  detailed  descrip- 
tion of  the  actions  taken  by  the  Department  in  the  past  year  in 
response  to  the  findings  in  that  report. 

[The  information  follows:] 

Status  of  Report  on  DHHS  Employee  Travel 

On  April  1,  1979,  Secretary  Patricia  Harris  of  the  Department  of  Health,  Educa- 
tion and  Welfare  (HEW)  responded  to  an  inquiry  from  the  House  Labor-HEW 
Appropriations  Subcommittee  concerning  employee  travel.  Secretary  Harris  pointed 
out  that  current  departmental  systems  did  not  provide  for  the  accumulation  of 
statistical  data  on  travel.  The  need  for  additional  data  collection  capability  was 
acknowledged  and  is  being  addressed  in  the  new  DHHS  accounting  system  under 
development.  Harris  indicated  that,  pending  completion  of  the  new  system,  the 
Department  will  begin  providing  the  Committee  with  an  analysis  of  the  funds 
requested  for  travel  and  a  justification  by  major  purpose  of  the  travel  in  fiscal  year 
1982. 

In  the  meantime,  in  addition  to  improving  the  accounting  system,  the  Department 
has  taken  the  following  actions  to  improve  the  management  of  employee  travel: 

Fiscal  Year  1980  Travel  and  Transportation  Reduction  (OMB  Bulletin  80-3)  (Joint 
Effort  Between  the  Offices  of  the  Deputy  Assistant  Secretary  for  Finance  (DASF) 
and  the  Deputy  Assistant  Secretary  for  Budget  (DASB)) 

OMB  Bulletin  80-3  required  agencies  to  reduce  their  planned  fiscal  year  1980 
obligations  for  travel  and  transportation  of  persons  and  things  by  at  least  8  percent. 

A  breakdown  of  planned  quarterly  travel  and  transportation  obligations  for  fiscal 
year  1980  was  submitted  to  OMB  for  approval  by  DASB  on  January  3,  1980. 

Quarterly  reports  of  actual  travel  and  transportation  obligations  for  each  Princi- 
pal Operating  Component  (POC)  and  OS  staff  office  were  submitted  to  DASF  for 
comparison  against  plans  and  use  in  the  preparation  of  consolidated  Departmental 
reports  which  were  submitted  to  OMB. 

updated  departmental  travel  manual 

Work  has  been  substantially  completed  on  an  update  and  complete  revision  of  the 
Department  of  Health  and  Human  Services  (DHHS)  Travel  Manual.  Draft  copies  of 
the  revised  manual  have  been  provided  to  national  offices  of  employee  unions  for 
comments.  When  the  comments  are  received,  the  draft  manual  will  be  revised  as 
necessary  and  then  published. 

AUTHORIZATION  AND  APPROVAL  OF  FIRST-CLASS  ACCOMMODATIONS 

As  prescribed  in  Federal  Travel  Regulations,  DHHS  continued  to  require  all 
requests  for  the  use  of  first  class  air  accommodations  to  be  submitted  through 
channels  to  the  Secretary  and/or  Under  Secretary  for  approval.  The  Secretary 
recently  delegated  this  authority  to  the  Assistant  Secretary  for  Management  and 
Budget  (ASMB). 

MANDATORY  USE  OF  CONTRACT  AIRLINE  SERVICE 

The  Department  has  issued  policy  guidance  and  procedures  prescribing  the  man- 
datory use  of  contract  airline  accommodations  when  traveling  on  official  business 
between  certain  designated  city-pairs.  This  basic  policy  change  is  the  result  of 
contractual  arrangements  between  the  General  Services  Administration  (GSA)  and 
certain  airlines  which  provide  for  substantially  reduced  rates  for  employees  travel- 
ing on  official  business  between  designated  city-pairs. 

SES  Bonuses 

Mr.  Natcher.  For  the  record,  give  us  the  number  of  people 
eligible  for  bonuses,  that  is,  Senior  Executive  Service  bonuses,  the 
actual  amount  spent  on  bonuses  in  1980  and  budgeted  amounts  for 
1981  and  1982,  the  number  of  bonuses  awarded  in  1980,  the  aver- 
age amount  of  the  bonus.  Submit  that  for  the  record. 
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[The  information  follows:] 

SES  Awards 

Of  the  Department's  705  authorized  SES  positions,  519  were  filled  as  of  April  30, 
1981.  Of  these,  488  held  career  appointments. 

Funds  were  not  appropriated  and  bonuses  were  not  paid  in  fiscal  year  1980. 
Estimated  cost  of  bonuses  in  fiscal  years  1981  and  1982  is  $2  million  or  0.0002 
percent  of  the  Department's  payroll.  Of  this  amount  approximately  one-half  million 
dollars  was  paid  for  fiscal  year  1980  performance. 

One  hundred  career  SES  members  received  bonuses  for  fiscal  year  1980  perform- 
ance. The  total  amount  of  bonuses  paid  was  $499,500.  The  average  amount  of  bonus 
given  was  $4,995.00 

Mr.  Natcher.  Mr.  Conte. 

REDUCTION  OF  OPERATING  COSTS 

Mr.  Conte.  I  only  have  one  further  windup  question,  Mr.  Chair- 
man. 

If  I  understand  correctly,  your  department,  in  particular  those 
activities  of  departmental  management  that  come  under  the  Office 
of  the  Secretary,  have  already  been  considerably  curtailed  in  order 
to  meet  the  increased  pay  cost.  Could  you  detail  for  the  record  the 
efforts  in  your  office,  the  Secretary's  office,  that  you  have  under- 
taken to  reduce  operating  costs? 

Ms.  Townsend.  Yes,  sir. 

[The  information  follows:] 

Departmental  Activities  To  Reduce  OS  Operating  Costs 

The  Office  of  the  Secretary,  Department  of  Health  and  Human  Services  (OS, 
DHHS)  has  undertaken  a  number  of  activities  to  reduce  OS  operating  costs.  These 
activities  include:  (Da  project  to  consolidate  copier  activity;  (2)  a  system  to  control 
conferences  sponsored  by  OS  components;  and  (3)  a  program  to  oversee  administra- 
tive activities  in  DHHS'  Washington  facilities. 

HHS  has  developed  a  plan  to  consolidate  most  of  its  downtown  Washington  copier 
activity.  This  is  a  two-phased  effort:  first,  by  removing  many  small  copying  ma- 
chines, we  will  channel  copying  activity  to  our  large,  cost-effective  (i.e.,  low  cost  per 
copy)  copy  centers.  Second,  by  centralizing  and  improving  management  of  the 
copiers,  we  can  take  advantage  of  vendors  special  promotional  sales  and  acquire 
sufficient  funds  to  purchase  many  copiers  we  now  lease. 

When  we  consolidate  the  present  copiers,  we  will  save  an  estimated  $200,000  per 
year  through  elimination  of  leases,  and  the  low  cost-per-copy  of  the  copy  centers.  We 
anticipate  removing  some  35  copiers,  out  of  the  110  we  now  have.  Our  second  effort, 
centralizing  and  improving  our  copier  management,  has  already  identified  addition- 
al savings.  For  example,  we  are  now  in  a  position  to  change  the  type  of  lease  we 
have  for  one  vendor's  large  volume  copier — which  will  save  us  $3,150  in  the  remain- 
der of  fiscal  year  1981,  and  about  $200,000  through  fiscal  year  1984.  We  also  have 
discovered  potential  savings  available  through  the  purchase  of  specific  machines, 
and  through  conversion  to  lower  cost  leases. 

Since  fiscal  1979,  we  have  had  a  system  Department-wide  to  control  HHS-spon- 
sored  conferences.  The  system  also  oversees  conference  activities  sponsored  by  OS 
staff  office  components.  Through  this  system,  we  ensure  the  propriety  of  HHS- 
sponsored  conferences  and  also  limit  conferences  to  the  number  and  cost  necessary 
to  support  the  Department's  mission.  In  fiscal  year  1979,  OS  staff  offices  spent 
approximately  $650,000  in  sponsoring  conferences.  In  fiscal  year  1980,  comparable 
expenditures  were  approximately  $500,000  and  planned  expenditures  for  fiscal  year 
1981  are  also  approximately  $500,000.  Therefore,  our  system  to  control  HHS-spon- 
sored  conferences  has  resulted  in  annual  OS  savings  of  approximately  $150,000  for 
fiscal  year  1980  and  fiscal  year  1981  compared  to  fiscal  year  1979. 

The  Department  has  a  number  of  other  projects  underway  involving  its  Washing- 
ton facilities.  These  include  space  management,  reduction  of  telecommunications 
(e.g.,  removing  excess  phones,  lines  and  equipment)  and  reviews  of  reimbursable 
work  orders.  These  projects  have  resulted  to  date  in  overall  savings  of  $1.8  million 
in  fiscal  year  1981,  some  portion  of  which  is  reflected  in  reduced  OS  operating  costs. 
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Ms.  Townsend.  Could  I  beg  your  indulgence  to  mention  a  few 
things  now? 
Mr.  Conte.  Yes,  sure. 

Ms.  Townsend.  As  the  operating  head  of  the  Office  of  the  Secre- 
tary for  administrative  purposes,  I  have  been  very  concerned  about 
avoiding  an  Antideficiency  Act  violation.  We  have  done  many 
things,  ranging  from  the  large  to  the  small.  I  would  like  to  tell  you 
about  a  few  of  those  to  indicate  the  earnestness  with  which  we 
view  this  problem. 

We  have  removed  telephones,  $70,000  worth  of  telephones  on  an 
annual  basis.  We  are  in  the  process  of  removing  Xerox  machines, 
40-some  of  them.  It  will  save  us  about  $200,000  on  an  annual  basis. 
We  have  cancelled  subscriptions,  resulting  in  very  meager  savings, 
but  we  were  forced  to  take  every  possible  measure  to  live  within  a 
constrained  budget. 

I  would  note  that  last  year  our  lapse  was  less  than  one  half 
million  dollars,  about  $488,000  out  of  a  total  budget  of  $141  million, 
and  almost  all  of  those  funds  returned  to  Treasury  were  accounted 
for  by  technical  assistance  funds  which  States  did  not  require  and 
we  did  not  have  to  use  in  conjunction  with  our  delay  of  drawdown 
letter  of  credit  effort.  So  we  were  right  at  the  margin  in  1980. 

On  top  of  that,  we  have  a  reduction  built  into  the  1981  budget, 
included  in  the  Carter  March  reductions  of  1980,  of  over  $5  million. 
So  with  that  miniscule  lapse  of  less  than  $Vfe  million  in  the  base, 
we  have  $5  million  less  going  into  1981.  And  it  is  in  that  context 
that  we  sought  the  pay  supplemental  that  we  did  and  that  OMB 
twice,  two  go-throughs,  approved — the  last  time  with  only  a 
$300,000  reduction. 

I  do  not  see  how  we  can  absorb  further;  even  a  RIF  would  not  do 
it  because  it  is  too  late  in  the  fiscal  year,  and  severance  pay  and 
other  termination  costs  would  be  required.  About  80  percent  of  our 
appropriation  is  for  salaries  and  benefits.  We  are  halfway  through 
the  year  and  have  obligated  exactly  50  percent  of  the  estimated 
available  monies,  including  the  pay  raise,  even  though  we  have  a 
vacancy  rate  of  14  percent. 

We  have  been  very  tight  on  travel.  I  put  every  office  in  the 
Office  of  the  Secretary  on  a  financial  operating  plan  last  winter 
and  monitored  them  very  carefully,  assuming  positive  congression- 
al action  on  the  pay  raise.  So  I  am  concerned,  I  think  we  have  been 
doing  a  very  tough  job  of  management. 

Mr.  Conte.  Very  good.  Thank  you  very  much. 

Mr.  Natcher.  Mr.  Early. 

ADMINISTRATIVE  VERSUS  PROGRAM  CUTS 

Mr.  Early.  Just  one. 

Ms.  Townsend,  when  Mr.  Conte  asked  you  what  you  would  do  if 
this  committee  took  a  25  pecent  cut  in  your  budget,  you  said,  "I 
don't  know,  it  would  be  a  new  way  of  doing  business."  Last  night  I 
heard  the  President  say  we  can't  do  it  the  old  way,  we've  got  to  do 
it  a  new  way.  Now,  if  we  are  going  to  do  things  new,  we  have  to  be 
consistent. 

You  were  talking  about  your  budget  having  to  go  to  OMB  twice. 
It  wasn't  reduced  like  some  other  budgets.  OMB's  budget  went  up 
25  percent.  It  didn't  go  down  25  percent;  it  went  up.  So,  you  know, 
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some  administrative  budgets  went  through  OMB  and  got  more 
money.  It  is  the  programs  that  get  cut.  That  is  not  what  the 
American  people  are  telling  me.  They  want  us  to  cut  us,  us,  you,  at 
least  keep  the  programs  somewhat  intact. 

Ms.  Townsend.  I  recognize  your  concerns  and  the  concerns  of 
the  people.  Most  of  what  we  do  is  either  legally  mandated  or 
required  by  the  outside  environment,  if  you  will. 

Mr.  Early.  Isn't  that  a  crunch,  though,  legally  mandated?  I 
could  identify  several  social  programs  we  are  legally  mandating  to 
keep  the  current  level  and  we  are  only  putting  enough  money  to  do 
that  level.  Legally  mandated  doesn't  wash  for  them. 

Ms.  Townsend.  Just  to  summarize,  Mr.  Early.  As  I  have  said,  I 
believe  much  of  what  we  do  also  makes  dollars  and  cents  savings. 

Mr.  Early.  Then  maybe  we  should  go  that  revolving  fund  route, 
let  you  have  enough  money  where  you  can  spend  even  a  little  more 
and  save  us  more  money.  I  don't  mean  to  pick  on  you.  I  didn't  vote 
for  the  Michel  Amendment  or  for  the  across-the-board  cuts.  I  don't 
think  that  is  the  way  to  go.  It  isn't  the  programs  that  are  wrong,  it 
is  the  administrators  that  are  wrong.  There  are  a  lot  of  programs 
that  I  think  you  will  administer  yourself  that  probably  will  spend 
money  to  save  money.  Some  of  the  other  that  talk  about  that  don't 
really  do  it. 

Thank  you  very  much. 

Mr.  Natcher.  We  want  to  thank  you  and  your  associates  for 
appearing  before  the  committee  at  this  time  in  behalf  of  your 
budget  request  for  the  fiscal  year  1982,  Ms.  Townsend. 

Thank  you  very  much. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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POLICIES  TOWARDS  MINORITY  CONTRACTORS 


Mr.  Roybal.     Given  the  magnitude  of  grants  and  contracts  the 
Depatment  of  Health  and  Human  Services  administers,  I  am  very 
interested  in  your  policies  towards  minority  contractors,  both 
Hispanic  and  Black.     What  amounts  of  monies  are  contracted  out  to 
private  profit  making  units  in  HHS:     NIH,  HSA,  HRA,  ADAMHA,  SSA, 
HCFA,  ASHDS  and  the  Office  of  the  Secretary? 

Ms.  Townsend.  The  following  table  shows  the  amount  of  monies 
contracted  out  to  private  profit  making  firms  by  the  components  of 
this  Depatment. 

Awards  to  Private  Profit  Making  Firms,  FY  1980 


SSA 

$105,232,000 

HCFA 

30,934,000 

OHDS 

25,330,000 

OS 

86,180,000 

NIH 

364,627,000 

HSA 

158,176,000 

HRA 

4,040,000 

ADAMHA 

41,866,000 

CDC 

52,584,000 

FDA 

41,841,000 

OASH 

43,044,000 

OS  -  OFE 

47,445,000 

Regions 

5,289,000 

Mr.  Roybal.     By  each  agency  listed  above  (NIH,  HSA,   etc.)  list 
the  amounts  of  monies  that  were  awarded  to  Hisppnic  and  Black  8(a) 
contractors  in  FY  1981  or  in  the  last  year  for  which  you  have 
information? 

Ms.  Townsend.  The  following  table  shows  the  amount  of  monies 
awarded  to  8(a)  contractors  including  Hispanics  and  Blacks. 

8  (a)  Awards,  FY  1980* 


ADAMHA 

$4,291,000 

CDC 

2,393,000 

FDA 

5,080,000 

HRA 

1,626,000 

HSA 

4,372,000 

NIH 

3,398,000 

OASH 

6,101,000 

OS 

8,225,000 

OFE 

2,327,000 

HCFA 

6,107,000 

SSA 

4,054,000 

HDS 

9,955,000 

RO's 

620,000 

Includes  8(a)  awards  to  all  8(a)  firms.     The  Department's  contracts 
information  system  does  not  provide  for  a  breakout  of  8(a)  firms 
by  ethnic  characteristics. 
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INCLUSION  OF  HISPANIC  FIRMS  IN  THE  8(A)  PROCESS 

Mr.  Roybal.    What  process  and  procedures  is  HHS  following 
to  ensure  that  Hispanic  firms  are  included  in  the  8(a)  process? 

Ms.  Townsend.     Late  in  1977,  members  of  the  Office  of 
Grants  and  Procurement  met  with  officials  of  the  National  Economic 
Development  Association  (NEDA),  a  Minority  Business  Develop- 
ment Agency  funded  business  development  organization  repre- 
senting Hispanic  business  enterprises,  on  a  national  level. 

Detailed  discussions  were  held  regarding  marketing  strategies 
and  methods  of  identifying  business  opportunities,  including 
prime  and  subcontracts  under  grants.     Since  that  time,  seminars 
on  "how  to  do  business  with  HHS"  have  been  held  for  Hispanic 
contractors  in  five  cities.     Additionally,  the  Office  of  Small 
and  Disadvantaged  Business  Utilization  and  Principal  Operating 
Components  are  taking  the  following  actions: 

(1)  Providing  continuous  inhouse  counseling,  assistance,  and 
advisory  services  to  minority  contractors,  with  respect 
to  procurement  policies  and  procedures,  the  availability 
of  aids  and  services,  and  the  opportunity  to  sell  to 
prime  contractors,  as  well  as  to  the  Department  itself. 

(2)  Ensuring  that  Hispanic  contractors  are  included  on  source 
lists. 

(3)  Recommending  Hispanic  contractors  to  program  officials 
for  specific  8(a)  requirements. 

HISPANIC  FIRM  PARTICIPATION  IN  GRANTS  AND  CONTRACTS  AWARDS 

Mr.  Roybal.    What  efforts  will  be  made  in  FY  1982  to 
improve  Hispanic  firm  participation  in  HHS's  grants  and 
contracts  awards? 

Ms.  Townsend.     Seminars  on  "how  to  do  business  with  HHS" 
and  inhouse  counseling  will  be  continued.     In  addition,  efforts 
will  be  continued  in  assuring  that  technical  evaluation  panels 
for  grants  applications  and  contract  proposal  contain  adequate 
representation  of  minority  groups. 

OFFICE  OF  SMALL  AND  DISADVANTAGED  BUSINESS  UTILIZATION 

Mr.  Roybal.     What  office  is  responsible  within  HHS  to 
monitor  and  assist  minority  firms? 

Ms.  Townsend.     The  Office  of  Small  and  Disadvantaged 
Business  Utilization. 

Mr.  Roybal.    What  power  does  this  office  have  vis-a-vis 
other  HHS  agencies  in  this  area? 

Ms.  Townsend.     The  Office  of  Small  and  Disadvantaged 
Business  Utilization  has  functional  authority  over  the  Small 
and  Disadvantaged  Business  Utilization  Specialists  assigned 
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to  the  Department's  Principal  Operating  Components. 

COOPERATION  BETWEEN  PROJECT  AND  CONTRACT /GRANT  STAFF 

Mr.  Roybal.     I've  been  told  that  many  delays  in  HHS  pro- 
grams are  due  to  the  slowness  of  the  grants  and  contracts 
officers  in  responding  to  new  initiatives.     Specifically,  I'm 
told  this  has  been  a  problem  at  ADAMHA.     What  efforts  are 
being  made  by  Departmental  management  to  ensure  cooperation 
and  linkages  between  project  and  contract/grant  staff? 

Ms.  Townsend.     Under  grants,  a  team  management  approach 
is  used.    A  grants  specialist  is  usually  assigned  to  support 
a  particular  program.     The  specialist  is  aware  of  program 
legislation  and  initiatives  which  will  insure  linkage  and 
cooperation  between  project  and  grants  staff. 

The  project  officers  and  contracts  personnel  receive 
training  in  their  respective  roles  in  the  procurement 
process.     Such  training  includes  any  new  initiatives  in 
the  field  including  those  relative  to  disadvantaged  indi- 
viduals and  organizations.     Additional  efforts  are  made  by 
disseminating  information  to  appropriate  personnel  and 
issuing  the  necessary  procurement  instructions. 

HISPANIC  INITIATIVE 

Mr.  Roybal.     The  Office  of  Management  and  Budget  was  the  lead 
agency  in  regards  to  the  Hispanic  Initiative.     This  initiative 
was  undertaken  with  the  goal  of  making  Departmental  policies  more 
responsive  to  the  needs  of  the  Hispanic  population.     What  is  the 
status  of  this  initiative?     What  activities  and  goals  will  be 
undertaken  in  FY  82  as  a  result  of  this  Initiative? 

Ms.  Townsend.     This  Department  is  committed  to  full 
participation  by  Hispanics  in  HHS  activities.     Recent  activities 
of  significant  interest  to  the  Hispanic  community  include: 

o    The  Hispanic  Health  and  Nutrition  Examination  Survey 

(Hispanic  HANES) .     This  Department  considers  this  program 
one  of  the  important  sources  of  greatly  needed  information 
on  the  health  and  nutritional  status  of  the  Hispanic  popu- 
lation in  the  United  States.     Accordingly,  despite  the 
need  to  reduce  outlays,  the  Hispanic  HANES  will  be  funded 
and  conducted  as  scheduled  in  1982. 

o    U.S. -Mexico  Border  Health  Initiative.     This  initiative  is 
important  for  addressing  the  expanding  relationship 
between  the  U.S.  and  Mexico,   focusing  on  problems  which 
require  mutual  cooperation,  and  the  establishment  of 
mechanisms  necessary  to  deal  with  the  problems.     There  are 
four  specific  projects,  either  underway  or  in  the  planning 
stages,  which  are  important  in  providing  a  solid  founda- 
tion for  future  activities:     Planning  and  Evaluation; 
Health  Services  Research;  Comparability  of  Statistics;  and 
Emergency  Medical  Services. 

—  Planning  and  Evaluation.  A  Binational  Planning  and 
Evaluation  Group  has  been  established  which  is  com- 
posed of  a  representative  from  each  of  the  ten  Border 
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States;  representatives  from  the  Public  Health  Service 
and  the  Secretariat  of  Health  and  Welfare  of  Mexico; 
and  the  President  of  the  U.S. -Mexico  Border  Health 
Association. 

This  Group  will  play  a  critical  role  in  several 
aspects  of  the  future  conduct  of  the  Initiative: 

1.  It  will  review  the  progress  of  existing  programs 
and  receive  proposals  for  new  projects  and  make 
recommendations  regarding  them  to  the  Federal  and 
State  officials. 

2.  It  will  serve  as  the  focal  point  for  sharing  of 
planning  information  between  the  U.S.  and  Mexico 
as  it  relates  to  potential  collaborative  Border 
programs . 

3.  In  its  advisory  role  to  Federal  and  State  offi- 
cials, it  will  assure  that  future  program  plan- 
ning and  project  implementation  is  truly  repre- 
sentative of  local  needs. 

—  Health  Services  Research.     The  Director  of  the 
National  Center  for  Health  Services  Research  in  HHS 
has  been  working  to  identify  health  services 
researchers  in  the  Border  area  of  both  countries  and 
organize  binational  teams  to  conduct  the  kinds  of 
research  needed  in  the  Border  area. 

A  cooperative  activity  is  being  developed  to  determine 
the  actual  profile  of  needs  and  current  utilization  of 
health  services  by  the  marginal  population  in  Ciudad 
Juarez.     Later,  an  evaluation  of  the  impact  of  such  a 
program  upon  the  health  status  of  the  population  will 
be  carried  out. 

A  directory  of  health  services  researchers  residing  on 
both  sides  of  the  Border  is  being  developed. 

—  Comparability  of  Statistics.     An  important  activity  in 
the  planning  stage  is  Mexican  participation  in  the 
Hispanic  HANES.     This  survey  would  be  done  in  a  pair 
of  U.S.  and  Mexican  sister  cities  such  as  El  Paso  and 
Ciudad  Juarez. 

Emergency  Medical  Services.     HHS  is  exploring  with 
Mexico  the  possibility  of  a  new  activity  under  the 
aegis  of  the  Emergency  Medical  Services  component  of 
the  Border'  Initiative,  aimed  at  addressing  problems 
that  occur  when  citizens  of  one  country  require 
emergency  medical  care    while  in  the  other  country. 
This  activity  would  enlist  the  cooperation  of  local 
health  institutions  and  jurisdictions  along  the 
Border . 

o    Meeting  with  the  Mexican  Secretary  of  Health  and  Welfare. 
Secretary  Schweiker  recently  met  with  the  Mexican  Secre- 
tary of  Health  and  Welfare.     They  reviewed  the  ongoing 
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health  programs  along  the  U.S^-Mexico  border  that  are 
carried  out  by  their  respective  Departments  in  cooperation 
with  the  Pan  American  Health  Organization  and  the  U.S.- 
Mexico Border  Health  Association.     They  encouraged  con- 
tinuing collaboration  on  border  health  programs  and 
emphasized  that  these  programs  should  constantly  strive  to 
be  of  mutual  benefit  to  citizens  of  both  countries. 

They  also  reviewed  the  progress  of  the  U.S. -Mexico  Border 
Health  Initiative. 

o    Annual  Meeting  of  U.S. -Mexico  Border  Health  Association. 
Dr.  Edward  Brandt,  Assistant  Secretary  for  Health,  will  be 
representing  the  Secretary  at  this  meeting,   scheduled  for 
June  1-3  in  Phoenix,  Arizona. 

o    Resettlement  of  Cuban  Refugees.     HHS,  working  with  the 
Voluntary  Agencies,  is  making  good  progress  in  resettling 
the  Cuban  refugees  remaining  at  Fort  Chaffee,  with  3,718 
refugees  resettled  since  the  first  of  the  year.     There  are 
now  2,051  refugees  remaining  at  Fort  Chaffee,  down  from 
7,484  at  the  end  of  October  1980,  when  the  other  centers 
were  closed  and  consolidated  into  one  center. 

o    Personnel  Appointments.     Reflecting  the  Administration's 
desire  to  appoint  Hispanics  to  high-level  positions,  the 
President  has  announced  his  intention  to  nominate  Juan  A. 
del  Real  to  be  General  Counsel  of  HHS. 

FIELD  READERS*  GEOGRAPHIC  DISTRIBUTION 

Mr.  Roybal.     I've  been  told  that,  in  the  drive  to 
economize,  certain  agencies  are  not  bringing  readers  for 
proposals  from  west  of  the  Mississippi.     To  your  knowledge, 
has  this  occurred  within  the  Department  of  HHS  and  what 
steps  will  be  followed  to  ensure  that  readers  represent 
every  part  of  the  nation  including  west  and  southwest? 

Ms.  Townsend.     In  selecting  reviewers,  primary  attention 
is  given  to  relevant  qualifications.     It  is  also  our  policy 
to  assure  a  wide  demographic  and  geographic  distribution  in 
order  to  have  fairness  in  the  whole  review  process.  Under 
grants  where  field  readers  are  often  used,  the  location  of 
the  field  reader  is  unimportant  since  the  applications  are 
mailed  to  the  reader  for  review.     In  instances  where  the 
regional  offices  are  making  awards,  the  geographic  area 
being  served  is  the  determining  factor  in  selecting  the 
field  readers.     In  such  cases,  if  the  service  area  is  west 
of  the  Mississippi,  the  field  reader  would  probably  be 
drawn  from  that  area. 
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Mr.  Roybal.    What  efforts  is  the  Department  undertaking  to  en- 
sure that  women  and  minorities  are  not  the  ones  adversely  affected 
by  the  reductions  in  force  that  are  planned  for  FY  1982? 

Ms.  Townsend.     Reduction  in  force  procedures  are  covered  by 
specific  policies  managed  by  the  OPM  to  preserve  the  integrity  of 
personnel  actions  and  to  ensure  equitable  treatment  for  all  em- 
ployees.    In  PHS,  the  Equal  Employment  Opportunity  and  Personnel 
Offices  are  working  jointly  to  assure  that  no  one  group  shares  a 
disproportionate  burden  during  the  process.     In  this  regard,  the 
EEO  and  Personnel  Offices  are  implementing  an  Out  Placement  Assis- 
tance Program.     The  Equal  Employment  Opportunity  and  Personnel 
Offices  are  working  jointly  trying  to  place  affected  Federal  workers 
in  other  agencies  within  PHS  that  will  not  be  affected  by  the 
reduction- in-f orce,  in  other  Principal  Operating  Components  in  the 
Department,  and  in  private  industry.     Other  activities  include: 
career  counseling;  counseling  on  RIF  operations  (inlcudes  employees 
rights);  preparation  of  171s  and  resumes;  interviewing  techniques; 
developing  a  clearinghouse  on  RIF  and  outplacement  information; 
developing  a  network  on  vacancy  leads  and  keeping  community  informed; 
developing  a  system  for  tracking,  monitoring,  and  analyzing  place- 
ments; and  developing  a  simplified  format  for  use  by  EEO  and  the 
Office  of  Personnel  Management  for  accurate  record-keeping  on  a  case- 
by-case  basis. 

The  Office  of  Human  Development  Services'   (OHDS)  plans  are  not 
complete,  but  any  needed  reduction- in-f orce  will  be  conducted  in 
early  FY  1982.     It  is  too  early  in  the  planning  to  make  any  useful 
analysis  of  impact  upon  any  particular  group  in  OHDS.     However,  OHDS 
is  beginning  to  make  contingency  plans  to  be  used  in  the  event  of 
possible  RIF.    Many  of  their  efforts  will  cover  the  same  areas  as 
those  being  planned  by  the  Public  Health  Service. 

Mr.  Roybal.  List  by  agency  how  reductions-in-f orce  planned  for 
FY  1982  will  affect  minorities  (Hispanic  and  Black)  and  women. 

Ms.  Townsend.     Because  there  is  yet  not  clear  knowledge  as  to 
the  extent  of  a  possible  RIF,  agencies  are  not  yet  able  to  respond. 

Mr.  Roybal.     Last  year  I  asked  what  progress  the  Department  was 
making  in  institutionalizing  commitment  to  EEO  as  part  of  the  crite- 
ria used  in  rating  managers.    What  progress  have  we  made  in  this  area 
over  the  past  year? 

Ms.  Townsend.     During  FY  80,  this  Department  implemented  a 
Performance  Management  System  which  incorporated  performance  ap- 
praisal requirements.     This  system  requires  each  management  level  to 
establish  Performance  Plans  for  subordinate  SES     personnel.  Merit 
pay  personnel  are  converted  as  of  FY  1981.     These  plans  must  include 
precise  statements  of  results  expected  to  be  achieved  and  standards 
that  will  be  used  to  evaluate  degree  of  achievement.     The  Department 
included  in  its  implementing  guidance  a  specific  mandatory  re- 
quirement that  each  Performance  Plan  for  SES  and  Merit  Pay  personnel 
include  a  performance  expectation  dealing  with  Affirmative  Action 
and  Equal  Employment  Opportunity  as  a  critical  element  of  perfor- 
mance . 
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Mr.  Roybal.     How  does  the  Department  operationalize  commitment 
to  EEO  by  its  managers? 

Ms.  Townsend.     As  indicated  in  my  answer  to  your  last  question, 
the  Department  has  required  the  Heads  of  each  Principal  Operating 
Component  to  implement  a  Performance  Management  System  which  conforms 
to  the  Department's  guidelines.     Each  component  is  responsible  to  the 
Secretary  for  the  effectiveness  of  his  or  her  Performance  Management 
System.     Minimum  Departmental  requirements  include  at  least  the 
following  operational  elements:  negotiation  of  specific  Performance 
Plans  between  each  manager  and  each  of  his  or  her  SES  and  Merit  Pay 
subordinates;  at  least  one  review  of  performance  during  the  rating 
period;  and,  performance  rating  at  the  end  of  the  period.     In  all 
three  of  these  elements,  affirmative  action  is  a  factor  that  must  be 
addressed. 

Mr.  Roybal.    Has  the  Assistant  Secretary  of  Personnel  taken  any 
action  in  1980  towards  a  manager  due  to  his  or  her  poor  performance 
in  the  EEO  area? 

Ms.  Townsend.     The  Assistant  Secretary  for  Personnel  Administra- 
tion has  functional  responsibility  in  the  personnel  area.  However, 
positive  and  negative  actions  based  on  performance  remain  a  line 
management  function  for  all  executives  outside  of    the  immediate 
ASPER  organization.     In  1980,  the  Department  included  a  number  of 
EEO  requirements  under  both  its  Performance  Appraisal  and  Manage- 
ment-by-Ob jectives  Operating  Control  Systems.    Performance  against 
EEO  goals  was  discussed  at  regular  face-to-face  meetings  between 
senior  managers.     The  Department  required  all  SES  and  merit  pay 
managers  with  hiring  authority  to  include  EEO  goals  as  a  specific 
objective  in  their  performance  plans.     In  1980,  the  competition  for 
SES  performance  bonuses  was  keen  as  only  20  percent  of  the  eligible 
senior  executives  received  awards.     At  a  minimum,  satisfactory  per- 
formance against  EEO  goals  was  necessary  for  an  executive  to  be 
considered  in  the  final  award  process. 

Mr.  Roybal.  What  objectives  has  HHS  set  for  FY  1982  in  recruit- 
ing underrepresented  groups  such  as  Hispanics? 

Ms.  Townsend.     Section  7201,  5  U.S.C.,  requires  Executive  agen- 
cies to  conduct  a  continuing  program  for  the  recruitment  of  minori- 
ties in  a  manner  designed  to  eliminate  existing  underrepresentation 
of  minorities  in  the  various  categories  of  civil  service  employment. 
Under  the  Department's  Federal  Equal  Opportunity  Recruitment  Program 
(FEORP) ,  Heads  of  Principal  Operating  Components  and  Principal 
Regional  Officials  are  assigned  responsibility  for  FEORP  development 
and  implementation  within  their  respective  areas.    FEORP  plans  are 
integral  to  the  affirmative  action  process  prescribed  by  EEOC. 
Numerical  placement  goals  and  objectives  are  developed  as  a  part  of 
that  process  and  internal  and  external  recruitment  strategies  are 
developed  to  achieve  these  placement  goals.     No  separate  numerical 
recruitment  objectives  are  developed.     FEORP  strategies  for  FY  1982 
have  not  been  developed  as  of  this  date. 

Mr.  Roybal.     How  much  money  will  be  allocated  in  FY  1982  for 
recruiting  minorities?    How  does  this  compare  with  FY  1981? 

Ms.  Townsend.     As  previously  indicated,  HHS  components  develop 
FEROP  plans  which  identify  specific  occupational  categories  for 
special  emphasis.     However,  the  funds  for  FEORP  strategies  are  not 
specifically  identified  and  allocated. 
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•}  SES  PERSONNEL 
Mr.  Roybal.     How  many  SES  personnel  does  HHS  have? 

Ms.  Townsend.     Of  the  Department's  705  authorized  SES  positions, 
519  were  filled  as  of  April  30,  1981.  Of  them,  488  members  hold  career 
appointments . 

Mr.  Roybal.  What  was  the  average  bonus  for  SES  personnel  within 
HHS  for  FY  80? 

Ms.  Townsend.    The  average  bonus  paid  to  SES  members  for  FY  80 
performance  was  $4,995.00. 

Mr.  Roybal.    Who  determines  SES  bonuses? 

Ms.  Townsend.     In  HHS  the  Secretary  makes  the  final  determination 
on  the  size  of  the  bonuses  and  who  receives  them.     The  11  Performance 
Review  Boards  make  recommendations  to  the  heads  of  the  Principal 
Operating  Components.    The  heads  of  the  components  then  make  their 
recommendations  to  the  Department.     The  Secretary  reviews  the  rec- 
ommendations of  the  heads  of  the  components  and  seeks  the  advise  of 
officials  such  as  the  Under  Secretary  and  the  Chief  of  Staff. 

Mr.  Roybal.  Of  the  people  who  recommended  SES  bonuses,  how  many 
of  the  them  were  SES  and  what  bonuses  did  they  receive? 

Ms.  Townsend.    HHS  has  144  names  on  the  Performance  Review  Board 
roster.     Of  this  number  only  104  were  actually  eligible  to  receive 
bonuses.     Thirty-two  members  of  the  PRB  received  bonuses  ranging 
in  size  from  $3,000  to  $10,000.    The  average  size  of  the  bonuses 
given  to  PRB  members  was  $5,985.00. 

Mr.  Roybal.     What  procedures  is  HHS  following  to  ensure  that 
national  recruitment,  e.g.,  from  the  west  and  midwest,  is  followed 
when  there  are  SES  vacancies? 

Ms.     Townsend.     For  each  of  the  Department's  SES  merit  search 
recruitment  actions,  the  Department  has  developed  a  Universal  Search 
Plan.     Included  in  the  plan  are  more  than  250  sources  to  which  all  of 
the  Department's  Principal  Operating  Components  are  required  to 
distribute  SES  vacancy  announcements.     Approximately  50  of  these 
sources  are  in  the  western  or  midwestern  states.     I  should  add  that 
about  200  are  minority  and  women's  organizations.     Moreover,  each  of 
the  Components  are  required  to  develop  their  own  sources  targeted 
to  the  requirements  for  their  particular  vacancy.     This  usually  re- 
sults in  excess  of  300  additional  sources,  many  of  which  are  in  the 
western  and  midwestern  states.     In  addition,  all  SES  vacancies  are 
required  by  law  to  be  advertized  nationwide.     The  established  vehicle 
for  this  process  is  the  Office  of  Personnel  Management  weekly 
publication,  Senior  Executive  Service  Vacancy  Announcements. 

Finally,  the  Department  is  currently  under  contract  with  the 
Vacancy  Outreach  Service  (VOS) .     VOS  is  charged  with  the  responsibil- 
ity of  identifying  Hispanic  candidates  at  all  levels. 


Wednesday,  April  29,  1981. 
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BRYAN  B.  MITCHELL,  ACTING  INSPECTOR  GENERAL 

PHILLIP  KROPATKIN,  ACTING  ASSISTANT  INSPECTOR  GENERAL  FOR 
AUDITING 

NATHAN  D.  DICK,  ASSISTANT  INSPECTOR  GENERAL  FOR  INVESTIGA- 
TIONS 

ANTHONY   ITTEILAG,   ACTING   DEPUTY   ASSISTANT   SECRETARY  FOR 
BUDGET 

JOHN  P.  SCULLY,  DIRECTOR,  DIVISION  OF  OS  BUDGET  SERVICES 


OFFICE  OF  THE  INSPECTOR  GENERAL 

Mr.  Natcher.  We  take  up  next  the  Office  of  the  Inspector  Gener- 
al. 

We  have  before  the  committee  the  Acting  Inspector  General,  Mr. 
Bryan  B.  Mitchell. 

Mr.  Mitchell,  you  have  with  you  today  several  other  gentlemen. 
Who  are  these  gentlemen? 

Mr.  Mitchell.  I  have  with  me  on  my  left  Mr.  Kropatkin,  Acting 
Assistant  Inspector  General  for  Audit;  Mr.  Dick,  who  is  the  Assist- 
ant Inspector  General  for  Investigations;  Mr.  Itteilag,  Acting 
Deputy  Assistant  Secretary  for  Budget  and  Mr.  Scully,  Director, 
Division  of  the  Office  of  the  Secretary  Budget  Services,  who  were 
here  before  with  Miss  Townsend. 

Mr.  Natcher.  We  are  delighted  to  have  all  of  you  before  the 
committee. 

We  have  had  an  opportunity  to  examine  your  statement.  We  will 
place  it  in  the  record  in  its  entirety. 
[The  statement  of  Mr.  Mitchell  follows:] 

Statement  of  Bryan  B.  Mitchell 

biography 

Mr.  Bryan  B.  Mitchell  has  served  in  the  Department  of  Health  and  Human 
Services,  for  about  thirteen  years.  During  this  period,  he  spent  approximately  three 
years  in  the  Office  of  Planning  and  Evaluation,  Office  of  the  Secretary  and  two 
years  in  the  Office  of  Planning  and  Evaluation,  Office  of  Education. This  was  fol- 
lowed by  an  assignment  as  Deputy  Director,  Office  of  Management,  Planning  and 
Technology,  Office  of  the  Secetary.  He  commenced  his  assignment  as  Assistant 
Inspector  General  for  Health  Care  and  Systems  review,  in  March  1977,  concurrently 
with  the  establishment  of  the  Office  of  the  Inspector  General.  He  was  appointed  by 
the  Secretary  to  the  position  of  senior  Assistant  Inspector  General  for  Audit  and 
Systems  in  August  1979.  On  September  11,  1979,  the  Secretary  again  appointed  him 
to  the  position  of  Acting  Deputy  Inspector  General  for  the  Office  of  the  Inspector 
General.  From  January  1981  to  date,  Mr.  Mitchell  has  been  appointed  by  the 
Secretary  as  the  Acting  Inspector  General.  Mr.  Mitchell  has  a  Bachelor's  Degree  in 
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Engineering  from  Georgia  Institute  of  Technology  and  a  Master's  Degree  in  Man- 
agement from  George  Washington  University. 

Opening  Statement 

Mr.  Chairman  and  Members  of  the  Committee,  I  am  pleased  to  appear  before  you 
today  to  provide  a  brief  synopsis  of  the  activities  of  the  Office  of  Inspector  General. 
During  almost  four  years  of  operations,  the  Office  of  Inspector  General  has  enjoyed 
the  strong  support  of  your  Committee.  As  a  result,  I  believe  we  have  made  substan- 
tial contributions  to  the  Department's  progress  toward  reducing  fraud,  abuse  and 
waste  in  the  programs  administered  by  the  Department  of  Health  and  Human 
Services. 

ACCOMPLISHMENTS  AND  BUDGET  REQUEST 

In  fiscal  year  1981  we  are  requesting  $80,515,000  and  1,000  positions  to  continue 
the  fiscal  year  1981  level  of  effort  and  to  improve,  first  our  Audit  division  capabili- 
ties by  increasing  Audit  contract  funds  $1.25  million;  and  second,  our  Investigations 
division  by  introduction  of  an  automated  management  control  system  costing 
$680,000.  I  will  discuss  our  activity  as  presently  organized  into  Executive  Direction/ 
Management  and  three  operating  areas. 

Executive  management  has  a  budget  authorization  of  27  positions,  includes  the 
Inspector  General,  the  Deputy  Inspector  General,  plus  a  support  staff  directed  by  an 
Executive  Assistant  Inspector  General.  The  support  staff  provides  a  wide  variety  of 
administrative  services  to  both  headquarters  and  field  staff. 

There  are  three  operating  units  of  the  Office  of  Inspector  General.  The  first  one  is 
the  Audit  Agency.  It  is  our  largest  organization,  having  an  authorized  budget  of  750 
positions.  In  fiscal  year  1980,  the  Audit  Agency  issued  5,293  audit  reports  as  com- 
pared to  4,706  in  fiscal  year  1979,  an  increase  of  13  percent. 

These  reports  resulted  in  $123.8  million  in  audit-recommended  financial  adjust- 
ments which  were  entered  into  the  departmental  accounting  system  as  accounts 
receivable.  Another  $19.7  million  in  savings  occurred  as  documented  cost  avoidance 
resulting  from  audit  recommendations.  In  fiscal  year  1981,  the  Audit  Agency  is 
committed  to  achieving  a  savings  goal  of  $134.0  million  in  accepted  audit-recom- 
mended financial  adjustments. 

We  are  proud  of  these  efforts.  Through  recommended  financial  adjustments,  the 
OIG  audit  function  recovers,  by  a  multiple  of  three,  the  cost  of  all  OIG  operations. 
To  enhance  these  efforts,  we  use  contractual  authority  to  supplement  our  staff  with 
contractual  audits  conducted  by  private  accounting  firms. 

The  Audit  Activity  is  requesting  an  additional  $1,250,000  in  contract  audit  funds 
in  fiscal  year  1982  to  increase  our  audit  capacity. 

The  second  operating  unit  is  our  Office  of  Investigations.  This  office  was  originally 
formed  as  a  small  centralized  unit  in  1975.  It  now  has  an  authorized  budget  of  187 
positions  with  agents  housed  in  30  cities  throughout  the  country. 

The  Office  of  Investigations  has  responsibility  for  directing  the  investigation  of  all 
suspected  criminal  activities  in  HHS  programs  and  for  liaison  with  outside  agencies 
regarding  these  matters,  currently,  OI's  workload  consists  of  2,721  formally  opened 
cases  and  preliminary  investigations.  During  fiscal  year  1980,  the  Office  of  Investi- 
gations activities  resulted  in:  141  indictments;  117  convictions;  and  fines,  recoveries, 
and  restitutions  of  approximately  $11  million.  We  are  looking  to  increased  results  in 
future  operations. 

The  investigative  staff  and  caseload  has  seen  significant  growth;  however,  our 
ability  to  account  for  and  control  the  caseload  has  not  grown  correspondingly.  The 
existing  data  management  and  case  analysis  system  is  makeshift,  disjointed,  and 
needs  modernization.  This  is  consistent  with  the  recent  GAO  report  on  IG  statistical 
reporting.  To  help  in  the  administration  and  management  of  our  investigative 
function,  we  are  requesting  an  increase  of  $680,000  for  an  automated  data  manage- 
ment and  case  analysis  system  to  improve  and  increase  our  investigative  manage- 
ment capacity  and  capability. 

In  addition  to  our  direct  investigative  responsibility,  the  Office  of  Inspector  Gener- 
al has  a  division  charged  with  the  responsibility  for  oversight  and  coordination  of 
the  State  Medicaid  Fraud  Control  Units.  Thirty  (30)  States  presently  have  fraud 
units  in  operation,  and  it  is  anticipated  that  eleven  (11)  additional  States  will 
establish  units  and  seek  funds  to  initiate  their  functioning. 

This  division  has  initiated  many  actions  to  improve  the  quality  and  quantity  of 
Medicaid  fraud  investigations  and  prosecutions.  The  timely  responsiveness  of  the 
division  to  State  fraud  unit  problems  has  been  a  major  factor  in  helping  the  units  to 
deter  fraud  in  the  Medicaid  program,  and  ultimately  to  help  provide  better  health 
care  for  those  who  are  not  financially  able  to  do  so  for  themselves. 
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Our  immediate  goal  is  to  further  improve  the  quality  of  the  State  fraud  units  by 
adopting  policies  which  ensure  high-quality  staffing  for  the  units  and  allow  units 
more  control  in  the  investigation  of  Medicaid  fraud,  such  as  contracting  for  profes- 
sional services  in  particularly  massive  cases,  and  contracting  for  special  computer 
services  to  enhance  their  fraud  investigations  without  duplicating  the  State  Medic- 
aid agency's  responsibilities.  We  continue  to  encourage  and  support  State  Fraud 
Unit  training  conferences  so  that  lessons  learned  can  be  shared  by  all  units. 

Our  third  operating  unit  is  the  Office  of  Health  Care  and  Systems  Review,  which 
has  an  authorization  of  36  positions.  This  office  is  the  principal  research,  planning 
and  systems  analysis  arm  of  the  Office  of  Inspector  General.  It  is  staffed  with  a 
group  of  senior  experts  in  program  areas,  management  systems,  and  State  agency 
operations.  This  flexible  group  is  called  on  to  coordinate  the  conduct  of  major 
ongoing  activities  and  in  special  projects;  to  conduct  systems  analyses  and  to  per- 
form Service  Delivery  Assessment  (SDA)  and  studies  which  provide  the  Secretary 
with  a  grass-roots  program  performance  review. 

Among  the  studies  produced  by  this  staff  was  an  examination  of  the  debt  collec- 
tion practices  of  the  Public  Health  Service  (PHS).  PHS  operate  a  number  of  student 
and  institutional  loan  programs.  As  a  result  of  the  findings,  the  Under  Secretary 
directed  a  "steppedup"  improved  program  to  collect  outstanding  debts  and  to  pre- 
vent serious  backlogs  of  uncollected  debts  from  occuring. 

That  concludes  my  statement,  Mr.  Chairman.  I  will  be  happy  to  answer  any 
questions  from  you  and  the  Committee. 

Opening  Statement 

Mr.  Natcher.  You  may  want  to  summarize  it. 

Mr.  Mitchell.  Mr.  Chairman  and  members  of  the  Committee,  I 
am  pleased  to  appear  before  you  today  to  provide  a  brief  synopsis 
of  the  activities  of  the  Office  of  Inspector  General. 

During  almost  four  years  of  operations,  the  Office  of  Inspector 
General  has  enjoyed  the  strong  support  of  your  committee.  As  a 
result,  I  believe  we  have  made  substantial  contributions  to  the 
Department's  progress  toward  reducing  fraud,  abuse  and  waste  in 
the  programs  administered  by  the  Department  of  Health  and 
Human  Services. 

In  fiscal  year  1982  we  are  requesting  $80,515,000  and  1,000  posi- 
tions to  continue  the  fiscal  year  1981  level  of  effort  and  to  improve, 
first,  our  Audit  Division  capabilities  by  increasing  Audit  contract 
funds  $1.25  million;  and,  second,  our  Investigations  Division  by 
introduction  of  an  automated  management  control  system  costing 
$680,000. 

I  will  discuss  our  activity  as  presently  organized  into  Executive 
Direction/Management  and  three  operating  areas. 

Executive  Management  has  a  budget  authorization  of  27  posi- 
tions, includes  the  Inspector  General,  the  Deputy  Inspector  Gener- 
al, plus  a  support  staff  directed  by  an  Executive  Assistant  Inspec- 
tor General.  The  support  staff  provides  a  wide  variety  of  adminis- 
trative services  to  both  headquarters  and  field  staff. 

There  are  three  operating  units  of  the  Office  of  Inspector  Gener- 
!  al.  The  first  one  is  the  Audit  Agency.  It  is  our  largest  organization, 
I    having  an  authorized  budget  of  750  positions. 

In  fiscal  year  1980,  the  Audit  Agency  issued  5,293  audit  reports 
!    as  compared  to  4,706  in  fiscal  year  1979,  an  increase  of  13  percent. 
These  reports  resulted  in  $123.8  million  in  audit-recommended 
financial  adjustments,  which  were  entered  into  the  departmental 
I    accounting  system  as  accounts  receivable.  Another  $19.7  million  in 
I    savings  occurred  as  documented  cost  avoidance  resulting  from 
audit  recommendations. 
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In  fiscal  year  1981,  the  Audit  Agency  is  committed  to  achieving  a 
savings  goal  of  $134.0  million  in  accepted  audit-recommended  fi- 
nancial adjustments. 

We  are  proud  of  these  efforts.  Through  recommended  financial 
adjustments,  the  OIG  audit  function  recovers,  by  a  multiple  of 
three,  the  cost  of  all  OIG  operations.  To  enhance  these  efforts,  we 
use  contractual  authority  to  supplement  our  staff  with  audits  con- 
tractually conducted  by  private  accounting  firms. 

The  Audit  Activity  is  requesting  an  additional  $1,250,000  in  con- 
tract audit  funds  in  fiscal  year  1982  to  increase  our  audit  capacity. 

The  second  operating  unit  is  our  Office  of  Investigations.  This 
office  was  originally  formed  as  a  small  centralized  unit  in  1975.  It 
now  has  an  authorized  budget  of  187  positions  with  agents  housed 
in  30  cities  throughout  the  country. 

The  Office  of  Investigations  has  responsibility  for  directing  the 
investigation  of  all  suspected  criminal  activites  in  HHS  programs 
and  for  liaison  with  outside  agencies  regarding  these  matters. 

Currently,  OI's  workload  consists  of  2,721  formally  opened  cases 
and  preliminary  investigations.  During  fiscal  year  1980,  the  Office 
of  Investigations  activities  resulted  in  141  indictments  and  117 
convictions.  Fines,  recoveries,  and  restitutions  totaled  approximate- 
ly $11  million.  We  are  looking  to  increase  these  results  in  future 
operations. 

The  investigative  staff  and  caseload  has  seen  significant  growth. 
However,  our  ability  to  account  for  and  control  the  caseload  has 
not  grown  correspondingly.  The  existing  data  management  and 
case  analysis  system  is  makeshift,  disjointed,  and  needs  moderniza- 
tion. 

This  is  consistent  with  the  recent  GAO  report  on  IG  statistical 
reporting.  To  help  in  the  administration  and  management  of  our 
investigative  function,  we  are  requesting  an  increase  of  $680,000 
for  an  automated  data  management  and  case  analysis  system  to 
improve  and  increase  our  investigative  management  capacity  and 
capability. 

In  addition  to  our  direct  investigative  responsibility,  the  Office  of 
Inspector  General  has  a  division  charged  with  the  responsibility  for 
oversight  and  coordination  of  the  State  Medicaid  Fraud  Control 
Units.  Twenty-nine  States  presently  have  fraud  units  in  operation, 
and  it  is  anticipated  that  11  additional  States  will  establish  units 
and  seek  funds  to  initiate  their  functioning. 

This  division  has  initiated  many  actions  to  improve  the  quality 
and  quantity  of  Medicaid  fraud  investigations  and  prosecutions. 
The  timely  responsiveness  of  the  division  to  State  fraud  unit  prob- 
lems has  been  a  major  factor  in  helping  the  units  to  deter  fraud  in 
the  Medicaid  program,  and  ultimately  to  help  provide  better  health 
care  for  those  who  are  not  financially  able  to  do  so  for  themselves. 

Our  immediate  goal  is  to  further  improve  the  quality  of  the  State 
fraud  units  by  adopting  policies  which  ensure  high-quality  staffing 
for  the  units  and  allow  units  more  control  in  the  investigation  of 
Medicaid  fraud,  such  as  contracting  for  professional  services  in 
particularly  massive  cases  and  contracting  for  special  computer 
services  to  enhance  their  fraud  investigations  without  duplicating 
the  State  Medicaid  agency's  operations.  In  addition,  we  continue  to 
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encourage  and  support  State  Fraud  Unit  training  conferences  so 
that  lessons  learned  can  be  shared  by  all  units. 

Our  third  operating  unit  is  the  Office  of  Health  Care  and  Sys- 
tems Review  which  has  an  authorization  of  36  positions. 

This  office  is  the  principal  research,  planning  and  systems  analy- 
sis arm  of  the  Office  of  Inspector  General.  It  is  staffed  with  a  group 
of  senior  experts  in  program  areas,  management  systems,  and 
State  agency  operations. 

This  flexible  group  is  called  on  to  coordinate  major  ongoing 
activities  and  special  projects;  to  conduct  systems  analyses  and  to 
perform  Service  Delivery  Assessments  and  studies  which  provide 
the  Secretary  with  a  grass-roots  program  performance  review. 

Among  the  studies  produced  by  this  staff  was  an  examination  of 
the  debt  collection  practices  of  the  Public  Health  Service.  PHS 
operates  a  number  of  student  and  institutional  loan  programs.  As  a 
result  of  the  findings,  the  Under  Secretary  directed  a  stepped-up, 
improved  program  to  collect  outstanding  debts  and  to  prevent  seri- 
ous backlogs  of  uncollected  debts  from  occurring. 

That  concludes  my  statement,  Mr.  Chairman. 

I  will  be  happy  to  answer  any  questions  from  you  and  the  com- 
mittee. 

APPOINTMENT  OF  NEW  INSPECTOR  GENERAL 

Mr.  Natcher.  I  see  you  are  the  Acting  Inspector  General. 

Do  you  have  any  idea  about  the  status  of  the  appointment  of  the 
Inspector  General  and  the  Deputy?  As  far  as  time  is  concerned,  are 
there  any  moves  underway  for  the  appointment? 

Mr.  Mitchell.  According  to  the  INS  News  Service  ticker  tape 
that  I  saw  this  morning,  sir,  the  White  House  has  announced  the 
name  of  the  President's  nominee  for  Inspector  General. 

Mr.  Natcher.  Who  is  this? 

Mr.  Mitchell.  It  is  Mr.  Richard  Kusserow,  sir,  a  member  of  the 
FBI. 

Mr.  Natcher.  What  about  the  Deputy;  was  that  announced? 

Mr.  Mitchell.  The  Deputy  was  not  announced,  sir,  but  I  know 
there  is  intensive  action  underway  to  get  a  Deputy. 

Mr.  Natcher.  You  assume  this  will  take  place,  as  far  as  the 
Inspector  General,  in  the  near  future? 

Mr.  Mitchell.  I  would  hope  within  the  next  week  or  so,  sir. 

EFFECT  OF  ABSENCE  OF  INSPECTOR  GENERAL  UPON  OFFICE 

ACTIVITIES 

Mr.  Natcher.  The  Department  of  Health  and  Human  Services 
has  not  had  a  confirmed  Inspector  General  since  October  of  1979. 
Has  this  had  any  effect  on  the  policies  or  the  activities  of  the 
office? 

Mr.  Mitchell.  It  has  obviously  had  an  effect  on  it,  Mr.  Chair- 
man. It  is  very  difficult  to  say  what  that  effect  would  be  since  you 
don't  know  what  a  person  in  that  position  would  have  done. 

I  think  the  office  has  a  record  it  can  be  proud  of,  operating  under 
conditions  which  it  operated.  But,  obviously,  not  having  a  con- 
firmed Inspector  General  has  some  impact  on  the  office. 
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CURRENT  ESTIMATES  OF  FRAUD,  WASTE,  AND  ABUSE 

Mr.  Natcher.  What  is  your  current  estimate  of  the  amount  of 
waste,  fraud  and  abuse  within  the  Department  of  Health  and 
Human  Services? 

What  are  you  talking  about  from  the  standpoint  of  money,  Mr. 
Mitchell?  We  have  had  them  appear  before  our  committee  on  a 
number  of  occasions  in  the  past  speaking  in  terms  of  $5  billion,  $6 
billion,  $7  billion. 

What  is  your  estimate,  Mr.  Mitchell? 

Mr.  Mitchell.  I  don't  have  an  estimate,  Mr.  Chairman. 

Mr.  Natcher.  What  is  your  best  estimate? 

Mr.  Mitchell.  I  don't  have  a  number  that  I  can  give  you,  sir.  I 
can  furnish  you  a  number  for  the  record  if  you  would  like. 

Mr.  Natcher.  Mr.  Mitchell,  do  you  know  whether  or  not  the 
Secretary  has  an  estimate? 

Mr.  Mitchell.  I  do  not  know,  sir. 

Mr.  Natcher.  When  you  get  the  transcript  back,  you  are  going 
to  talk  to  some  of  them  down  there.  You  might  want  to  talk  to  the 
Secretary. 

Put  a  figure  in  there  and  we  would  appreciate  it. 
Mr.  Mitchell.  Yes,  sir. 
[The  information  follows:] 

Fraud,  Abuse  and  Waste 

The  Department  does  not  have  a  current  estimate  of  losses  due  to  fraud,  abuse, 
and  waste  comparable  to  the  Inspector  General's  (IG)  inventory  of  losses  for  fiscal 
year  1977.  In  fiscal  year  1978,  the  IG  estimated  fiscal  year  1977  losses  due  to  fraud, 
abuse,  and  waste  of  between  $5.5  and  $6.5  billion.  Neither  the  Department  nor  the 
IG  has  updated  this  original  estimate. 

Of  the  IG's  fiscal  year  1977  total  estimate,  the  IG  believed  that  the  Department 
could  begin  to  attack  $2.7  billion  or  about  50  percent  of  this  amount  under  its 
existing  resources  and  authorities.  The  remaining  estimated  losses  required  addi- 
tional legislation,  or  resources  to  attack,  or  further  study. 

After  the  IG  issued  this  report  in  March  1978,  the  Department  established  a  high 
priority  program  to  document  savings  results  from  its  efforts  to  reduce  management 
inefficiencies,  fraud,  and  abuse.  In  fiscal  year  1979,  the  Department  (including 
education  programs)  achieved  savings  of  $1.4  billion,  exceeding  its  goal  for  that  year 
of  $1.3  billion.  These  savings  resulted  from  activities  such  as  reducing  erroneous 
payments,  implementing  limits  for  Medicare  reimbursement,  increasing  program 
audits,  and  recovering  overpayments.  The  Department  (excluding  education  pro- 
grams, which  contributed  $422  million  to  the  fiscal  year  1979  total)  has  documented 
fiscal  year  1980  savings  of  $1.2  billion  toward  a  goal  of  $1.4  billion.  (There  is  often 
considerable  lag  time  in  obtaining  and  analyzing  the  data  from  which  the  Depart- 
ment records  results.) 

The  fiscal  year  1982  budget  projections  were  based  on  the  Department's  making 
projected  savings  of  $2.1  billion  in  fiscal  year  1981  and  $3.1  billion  in  fiscal  year 
1982  based  on  management  efficiencies  and  reduced  fraud  and  abuse  under  current 
law.  The  Department  will  need  to  revise  these  projections  when  Congress  acts  on 
the  Administration's  legislative  proposals. 

STATE  MEDICAID  FRAUD  CONTROL  UNITS  FUNDING 

Mr.  Natcher.  How  much  was  authorized  for  1981  for  Medicaid 
State  Fraud  Control  Units? 
Can  you  give  us  some  idea  here,  Mr.  Mitchell? 
Mr.  Mitchell.  For  1981,  sir? 
Mr.  Natcher.  Yes,  the  current  fiscal  year. 
Mr.  Mitchell.  Fifty  million. 

Mr.  Natcher.  How  much  is  required  to  fund  these  units  in  1981? 
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Mr.  Mitchell.  We  are  currently  re-evaluating  that  number,  Mr. 
Chairman.  I  believe  it  will  be  less  than  $50  million. 
Mr.  Natcher.  You  do  have  a  surplus  here? 
Mr.  Mitchell.  I  believe  there  will  be;  yes,  sir. 
Mr.  Natcher.  Fine;  put  that  in  the  record  for  us. 
[The  information  follows:] 

State  Medicaid  Fraud  Control  Units'  Estimate 

Budget  authority  for  fiscal  year  1981  for  the  State  Medicaid  Fraud  Control  Units 
is  $50  million.  As  some  states  have  not  yet  applied  for  certification,  this  authority 
can  be  reduced  by  $6  million  without  jeopardizing  funding  of  the  units.  The  result- 
ing budget  authority  would  then  be  $44  million. 

Mr.  Natcher.  According  to  the  justifications,  the  budget  amount 
for  1982  is  $41,474,000,  which  is  a  decrease  of  $8.5  million  from 
1981. 

Why  is  there  a  decrease  in  funding  these  fraud  control  units,  Mr. 
Mitchell? 

Mr.  Mitchell.  There  is  a  decrease  because  of  the  change  in  the 
rate  at  which  the  units  are  reimbursed,  from  the  90  percent  rate 
during  their  inital  12  quarters  to  the  75  percent,  which  is  the 
continuing  financing. 

Mr.  Natcher.  If  you  will  describe  briefly  the  current  provisions 
of  the  law  concerning  the  Federal  funding  and  matching  require- 
ments of  the  Fraud  Control  Units? 

Mr.  Mitchell.  The  law  provides  that  when  a  State  Medicaid 
Fraud  Control  Unit  comes  on  line,  certified  as  a  unit,  it  is  funded 
at  the  90  percent  level  by  the  Federal  Government  for  12  quarters, 
after  which  it  is  funded  at  75  percent,  sir. 

Mr.  Natcher.  Have  all  States  established  a  Medicaid  Fraud  Con- 
trol Unit? 

Mr.  Mitchell.  No,  sir;  there  are  currently  29. 

STATE  MEDICAID  FRAUD  CONTROL  UNITS'  ACCOMPLISHMENTS 

Mr.  Natcher.  What  results  have  been  accomplished  by  these 
units  so  far? 

What  results  do  we  have,  Mr.  Mitchell?  First,  are  you  saving  any 
money?  That  is  the  main  thing,  Mr.  Mitchell. 

Mr.  Mitchell.  Beginning  in  1978,  sir,  there  were  36  indictments; 
27  convictions  and  fines,  overpayments  and  restitutions  of  about 
$4,000;  for  1979,  which  is  really  the  first  year  that  most  of  them 
were  on  line,  153  indictments;  117  convictions  and  fines,  restitu- 
tions and  recoveries  of  $12,406,520. 

Mr.  Natcher.  Now  that  first  figure  you  gave  us,  did  you  mean 
$4,000?  That  $12  million  we  understand;  is  that  right,  the  first  one, 
$4,000? 

Mr.  Mitchell.  Yes,  sir;  in  fact  the  exact  figure  is,  excuse  me,  37; 
we  have  a  comma  in  the  wrong  place;  it  is  $37,000. 

Mr.  Natcher.  That  is  slightly  better.  Then  you  jump  to  $12 
million? 

Mr.  Mitchell.  Yes,  sir. 

Mr.  Natcher.  Go  right  ahead. 

Mr.  Mitchell.  And  for  1980,  354  indictments;  152  convictions 
and  fines,  restitutions  and  recoveries  of  $18  million. 
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AUDITS  OF  MEDICAID  PROGRAM 

Mr.  Natcher.  Your  office  conducts  audits  of  the  Medicaid  Pro- 
gram, I  believe;  that  is  correct,  isn't  it? 
Mr.  Mitchell.  That  is  correct. 

Mr.  Natcher.  How  many  auditors  are  assigned  to  look  at  Medic- 
aid; can  you  give  us  a  figure  on  that? 

Mr.  Mitchell.  We  can  give  you  a  staff-year  number  rather  than 
number  of  auditors. 

Mr.  Natcher.  All  right;  suppose  you  do  that. 

Mr.  Mitchell.  Our  audit  division  planned  74  staff-years  for  Med- 
icaid. 

Mr.  Natcher.  Is  there  an  overlap  between  your  auditors  and 
State  auditors  in  Medicaid? 
Mr.  Mitchell.  I  don't  think  so. 

BUILT-IN  INCREASES  REQUESTED 

Mr.  Natcher.  Your  budget  proposes  increases  totalling 
$7,091,000.  Most  of  these  increases  you  have  classified  as  built-in. 

For  the  record,  develop  the  explanation  of  how  these  amounts 
were  calculated  and  why  they  are  considered  built-in.  If  you  will 
place  that  in  the  record  for  us. 

Mr.  Mitchell.  Yes,  Sir. 

[The  information  follows:] 

Explanation  of  Built-in  Cost  Increases 

Built-in  cost  increases  are  those  additional  costs  which  must  be  met  in  order  to 
maintain  the  current  level  of  services.  Normally  these  increases  include  cost  in- 
creases caused  by  legislation  or  inflation  and  in  unusal  circumstances  restorative 
costs.  These  increases  are  distinguished  from  program  increases  which  are  addition- 
al costs  required  to  expand  or  enhance  the  current  level  of  effort.  The  fiscal  year 
1982  budget  request  for  the  Inspector  General  includes  $5,161,000  in  built-in  in- 
creases as  detailed  below: 

1.  Annualization  of  new  1981  positions— +  $145,000 

The  fiscal  year  1981  budget  included  $582,000  for  25  positions,  funded  for  9 
months.  An  additional  $145,000  is  necessary  to  cover  the  remaining  3  months'  costs 
of  these  positions. 

2.  Career  ladder  promotions  and  within  grade  step  increases — (-$487,000 

Such  cost  increases  are  normally  offset  by  employee  turnover  when  new  employ- 
ees are  hired  at  a  lower  step  and  grade.  However,  lower  than  average  turnover  has 
resulted  in  higher  than  average  within  grade  and  career  ladder  promotion  costs. 
Also,  increases  in  staff  in  prior  years  has  resulted  in  higher  within  grade  and  career 
ladder  promotion  costs  because  the  new  hires  have  been  mostly  junior  staff  at  lower 
grades  and  steps. 

3.  Increases  for  space  and  building  management — h  $166,000 

The  office  space  budget  request  of  $1,871,000  represents  an  increase  of  $166,000 
over  the  revised  fiscal  year  1981  figure  and  is  due  to  rate  changes  that  GSA  charges 
based  on  comparable  commercial  rental  rates  (Fair  Annual  Rental  Rate)  for  office 
space. 

4.  Increase  in  air  fares  and  per  diem  costs — h $1,322,000 

This  increase  will  partially  offset  increased  travel  costs  experienced  in  fiscal  year 
1981  and  anticipated  in  fiscal  year  1982.  Although  this  is  an  increase  of  $1,322,000 
(or  47  percent),  it  represents  a  real  decrease  in  travel  of  $1,212,000  (or  23  percent). 

5.  Funding  of  base  operations — h$l, 540,000 

These  funds  are  necessary  to  restore  a  portion  of  the  2  percent  reduction  in 
administrative  cuts  taken  in  fiscal  year  1981.  This  cut  reduced  employment  levels, 
postponed  purchasing,  and  in  other  ways  deferred  items  of  current  expense.  Since  it 
is  not  prudent  to  maintain  high  vacancy  rates,  nor  is  it  possible  to  drawdown 
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depleted  stores  of  supplies  and  equipment  and  withstand  cuts  in  other  vital  areas, 
restoration  of  a  portion  of  the  2  percent  cuts  will  be  necessary. 

6.  Increase  in  hourly  rate  charged  by  Defense  Contract  Audit  Agency —  +  $264,000 
This  amount  represents  the  increase  in  the  hourly  rate  charged  by  contract 

auditors  at  the  Defense  Contract  Audit  Agency  (DCAA).  The  hourly  rate  is  to  be 
increased  from  $25.00  in  fiscal  year  1981  to  $26.50  in  fiscal  year  1982. 

7.  Federal  share  of  cost  of  the  State  Medicaid  Fraud  Control  Unit  (SMFCU)  entitle- 

ment program  increase — [-$1,219,000 
This  amount  reflects  the  increase  in  new  budget  authority  required  by  Public  Law 
96-499  to  support  the  State  Medicaid  Fraud  Control  Unit  program  in  fiscal  year 
1982. 

8.  Increase  in  costs  of  rentals,  printing,  supplies  and  other  services — h  $13,000 
This  amount  reflects  projected  increases  in  costs  of  8.7  percent  (based  on  OMB 

mid-session  review  economic  assumptions)  in  rentals,  printing  supplies  and  other 
services. 

9.  Annualization  of  October  1980  pay  raise — h  $5,000 

The  October  pay  raise  did  not  take  effect  until  the  first  full  pay  period  in  October; 
therefore,  the  costs  associated  with  the  first  five  days  of  fiscal  year  1980  are 
included  as  a  built-in  item  in  fiscal  year  1982. 

Mr.  Natcher.  One  of  the  so-called  built-in  increases  is  $1,540,000 
for  funding  for  base  operations. 

What  do  you  mean  by  funding  for  base  operations,  Mr.  Mitchell? 

Mr.  Scully.  As  in  the  general  departmental  management  ac- 
count, we  convinced  OMB  that  the  administrative  reductions  in  the 
past  several  years  in  this  account  had  been  too  severe  and  were 
forcing  us  to  operate  at  a  staff  level  less  than  we  feel  is  optimal. 
This  will  help  the  IG  operate  at  a  normal  staffing  level  next  year. 

CONTRACT  AUDIT  FUNDS  INCREASE 

Mr.  Natcher.  You  are  requesting  an  increase  of  $1,250,000  for 
contract  audits  for  1982.  How  much  in  total  do  you  plan  to  spend 
on  contract  audits  next  year  as  a  total? 

Mr.  Mitchell.  For  next  year,  $4.5  million. 

Mr.  Natcher.  Wouldn't  it  be  more  effective  to  simply  have  more 
auditors  rather  than  to  contract  auditors?  Would  it  be  more  eco- 
nomical if  you  did  it  that  way? 

Mr.  Mitchell.  I  don't  think  so,  Sir.  I  believe  a  mix  of  the  two  is 
probably  the  most  effective  way.  We  get  about  90  staff-years  from 
the  contract  audits. 

AUDIT  AND  INVESTIGATIONS  BACKLOG 

Mr.  Natcher.  In  general,  Mr.  Mitchell,  does  your  office  have  any 
serious  backlogs  of  audits  or  investigations  at  the  present  time,  any 
serious  backlog? 

Mr.  Mitchell.  Our  backlog  of  work  for  the  Office  of  Investiga- 
tions, in  my  opinion,  Sir,  is  very  large.  It  would  take  essentially 
three  years  for  the  Office  of  Investigations  to  clear  up  all  of  the 
allegations  and  investigations  that  we  are  now  working  on  if  we 
did  not  get  any  new  ones  during  that  time;  however,  it  should  be 
understood  that  considering  we  have  92  field  agent  staff  years,  we 
constantly  rotate  our  cases  among  our  staff  and  a  certain  amount 
of  work  in  progress  is  considered  normal. 

In  the  Audit  field  we  are  covering  perhaps  50  percent  of  those 
audits  that  in  our  view  we  probably  should  be  doing. 
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UNRESOLVED  AUDITS 

Mr.  Natcher.  What  can  your  office  do  about  unresolved  audit 
reports  within  the  Department? 

Mr.  Mitchell.  What  we  can  do  about  it,  Sir,  is  ensure  that  they 
are  brought  to  the  attention  of  the  Secretary,  we  also  now  include 
them  in  our  annual  and  quarterly  reports  to  the  Congress. 

Mr.  Natcher.  Can  you  give  us  some  idea  about  the  unresolved 
audits  that  are  more  than  two  years  old? 

Do  you  have  any  figures  on  that? 

Mr.  Mitchell.  I  don't  have  the  data  on  two-year  old  ones.  I  can 
furnish  it. 
Mr.  Natcher.  Yes. 
[The  information  follows:] 

Unresolved  Audits 

As  of  March  31,  1981,  there  were  207  reports  with  costs  questioned  of  over  $9.3 
million  that  were  more  than  two  years  old  within  the  Department  of  Health  and 
Human  Services. 

Mr.  Natcher.  Do  you  consider  the  present  number  of  unresolved 
audits  to  be  a  major  problem? 

Mr.  Mitchell.  It  is  higher  than  we  would  like  to  see  it,  sir,  but  it 
is  much  more  in  hand  than  it  was  a  year  ago. 

OVERDUE  DEBTS  OWED  TO  THE  DEPARTMENT 

Mr.  Natcher.  Do  you  have  any  idea  about  the  amount  of  over- 
due debts  owed  to  the  Department? 

Mr.  Mitchell.  I  believe  it  is  about  $2.7  billion,  with  about  half  of 
it  being  the  result  of  audit  findings  and  the  other  half  being  debt 
collections. 

Mr.  Natcher.  Put  a  statement  in  the  record.  You  don't  have  to 
go  into  great  detail  but  put  a  statement  in  the  record  and  give  us 
those  figures. 

[The  information  follows:] 

DHHS  Overdue  Debts 

Department  records  as  of  December  31,  1980,  show  the  following  regarding  the 
amount  of  overdue  debts  owned  to  the  Department  of  Health  and  Human  Services: 


Debts  due  to  monetary  audit  disallowances:  Millions 

Receivables  under  appeal   104.6 

Other  receivables   1  57.5 


Subtotal   162.1 

Debts  owed  by  the  public   2  2,612.8 


Total   2,774.9 


*Of  this  total,  $5.9  million  is  overdue  90  days  or  less  and  $1.6  million  more  than  90  days. 

2  Information  is  not  available  at  this  time  on  what  portion  is  overdue  more  than  90  days.  Most 
of  it  is  owed  to  the  Social  Security  Administration  ($1,744  million)  and  the  Public  Health  Service 
($868  million)  whose  accounting  systems  currently  do  not  permit  aging  of  receivables. 

Mr.  Natcher.  How  do  most  of  these  debts  arise? 

Mr.  Mitchell.  A  great  majority  of  the  debts  owed  to  the  Depart- 
ment are  owed  through  the  Social  Security  System.  There  are  also 
a  number  of  dollars  involved  in  the  Public  Health  Service,  and,  in 
the  educational  programs. 
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Mr.  Natcher.  What  action  are  you  taking  with  regard  to  over- 
due debts?  Are  you  trying  to  collect  them?  Have  you  developed  any 
system  that  is  effective  as  far  as  collecting  these  debts? 

You  probably  saw  in  the  paper  the  other  day,  not  only  in  your 
Department  but  throughout  the  government,  but  it  has  been  going 
on  for  years. 

Mr.  Mitchell.  It  has.  Before  Education  was  taken  out  of  the 
Department,  we  were  up  to  our  armpits  because  of  the  very  large 
problem  that  was  associated  with  the  student  loan  programs  which 
are  now  a  problem  of  the  Department  of  Education. 

We  recently  conducted  a  study  of  the  problem  in  the  Public 
Health  Service.  As  a  result  of  that  study  the  Under  Secretary 
mandated  a  new  system  to  resolve  the  debt  management  problem. 
We  are  now  working  with  the  staff  of  the  Assistant  Secretary  for 
Management  and  Budget  to  take  a  look  at  the  problem  in  the 
Social  Security  Administration. 

We  will  be  going  back  after  an  interval  of  time  to  re-examine  the 
Public  Health  Service  to  see  whether  or  not  the  mandated  proce- 
dures there  are  being  followed. 

Mr.  Natcher.  All  right.  Mr.  Conte? 

APPOINTMENT  OF  NEW  INSPECTOR  GENERAL 

Mr.  Conte.  Thank  you,  Mr.  Chairman. 

You  know  when  the  Chairman  asked  you  if  you  had  a  new 
Inspector  General  and  you  said  that  one  had  been  nominated,  you 
seemed  to  say  it  with  a  sigh  of  relief. 

Do  you  really  feel  that  way? 

Mr.  Mitchell.  I  do,  sir.  It  has  been  a  strain  to  be  an  Office  of 
Inspector  General  for  almost  two  years  now  without  a  confirmed 
Inspector  General,  without  an  individual  whom  the  President  has 
nominated  and  the  Senate  has  confirmed. 

Mr.  Conte.  Will  you  stay  on? 

Mr.  Mitchell.  If  I  am  asked  I  will.  Yes,  sir. 

Mr.  Conte.  I  think  you  have  done  a  good  job.  It  is  a  difficult  job. 

investigations  staff  and  workload 

What  is  the  current  size  of  your  investigative  staff? 
Mr.  Mitchell.  We  are  now  authorized  193  positions,  sir,  and  we 
have  on  board  175. 

Mr.  Conte.  What  is  your  caseload? 

Mr.  Dick.  It  is  near  800  cases.  There  are  92  agents  out  on  the 
street  actually  working  cases. 

Mr.  Conte.  Has  this  grown  since  last  year? 
Mr.  Dick.  Yes,  sir. 

Mr.  Conte.  Can  you  put  a  table  in  showing  how  it  has  grown? 
Mr.  Mitchell.  We  can.  Yes,  sir. 
[The  information  follows:] 

Growth  of  Investigative  Workload 

The  following  table  shows  the  growth  of  Office  of  Investigation's  workload  for  the 
last  year: 
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INVESTIGATIVE  MATTERS  ON  HAND  AS  OF  SEPTEMBER  31 


[By  fiscal  year] 

Matter  type  1980  1 1981 

Preliminary  inquiries                                                                                       740  872 

Active  criminal  case  investigations                                                                           583  649 

Total  „  ,.  :.   1,323  '.xj&jL 

'Figures  for  1981  as  of  Mar.  31,  1981. 

INVESTIGATIVE  MATTERS  HANDLED 

[By  fiscal  year] 

Matter  type  1980  '  1981 

Preliminary  inquiries   2,403  2,567 

Active  criminal  case  investigations                                                                           848  1,071 

Subtotal   3,251  3,638 

OIG  hot  line  receipts   1,106  1,042 

GAO  hot  line  receipts                                                                                       114  88 

Subtotal   1,220  1,130 

Total  •  •  ■•  ■   4,471  4,768 

1  Figures  for  1981  are  projected  based  on  first  6-month  period. 


FRAUD,  ABUSE,  AND  WASTE  REDUCTION  ACTIVITIES  IN  DHHS 

Mr.  Conte.  Would  you  also  detail  for  us  what  activities  and 
program  your  office  has  made  during  fiscal  year  1981  towards 
reducing  waste,  fraud  and  abuse  in  the  Department? 

You  mentioned  one  phase  of  it.  You  must  have  many  other 
aspects. 

Mr.  Mitchell.  There  are  a  good  number  of  places,  sir.  In  our 
annual  report  for  1980  we  laid  out  a  number  of  areas  that  we  felt 
were  very  important.  We  have  a  further  elaboration  on  that  that  I 
would  be  glad  to  furnish  for  the  record. 

Mr.  Conte.  Why  don't  you  do  that. 

Mr.  Mitchell.  It  shows  each  one  of  them  and  what  the  Depart- 
ment has  done  about  it. 
[The  information  follows:] 

OIG  Activities  Toward  Reducing  Fraud,  Abuse,  and  Waste 

The  following  report  prepared  by  the  Office  of  Inspector  General  of  the  Depart- 
ment of  Health  and  Human  Services  describes  a  number  of  areas  which  OIG  feels 
provide  additional  ways  for  reducing  waste,  fraud  and  abuse  in  DHHS  programs. 
Both  the  Audit  Agency  and  the  Office  of  Investigations  are  continuing  to  make 
progress  with  other  department  components  in  having  recommended  changes  imple- 
mented in  a  timely  fashion. 


BY  FULL  IMPLEMENTATION  OF  AUDIT  RECOMMENDATIONS 


CITED  IN  INSPECTOR  GENERAL ' S  ANNUAL  REPORT 


SIGNIFICANT  SAVINGS  CAN  BE  ACHIEVED 


HCFA 
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FINDING:     HCFA  REGULATIONS  COVERING  REIMBURSEMENTS  FOR  HOUSEKEEPING 
SERVICES  UNDER  MEDICAID  NEED  CLARIFICATION  —  Audit  identified  that  one 
State  has  been  charging  housekeeping  services  (i.e.  shopping,  ironing) 
for  certain  recipients  to  the  Medicaid  program  without  requiring  that 
they  be  medically  necessary — by  being  linked  to  a  "physician's  plan  of 
treatment."    Although  HCFA  regional  staff  had  advised  State  officials 
on  several  occasions  that  these  services  were  not  allowable  for  reim- 
bursement under  Medicaid,  pertinent  Federal  regulations  were  not  clari- 
fied and  these  charges  continued.    We  pointed  out  to  HCFA  that  such  lax- 
ness  has  lead  to  substantial  excessive  costs.    Since  the  costs  of  such 
personal  care  services  are  usually  charged  to  the  Title  XX  program — a 
program  with  an  annual  expenditure  cap — there  is  a  strong  financial  incen- 
tive for  States  to  charge  such  costs  to  Medicaid  when  the  Title  XX  cap 
is  reached.     In  fact,  we  found  that  the  State  in  question  had  made  claims 
of  $15  million  over  a  15  month  period  for  uon-medically  necessary  house- 
keeping services  because  of  this  very  condition. 

NATIONWIDE  IMPLICATION 

Because  of  the  significance  of  this  problem  and  the  national  potential 
for  similar  unallowable  charges,  we  recommended  that  HCFA  immediately 
revise  its  regulations  to  correct  this  situation  and  preclude  recurren- 
ces.    We  estimate  that  claims  for  such  services  could  run  anywhere  from 
S30  to  $50  million  annually  on  a  nationwide  basis.     (Some  30  St2tes  that 
expended  $380  million  for  homemaker  chore  services  exceeded  their  Title  XX 
cap  in  FY  78.) 

STATUS  OF  CORRECTIVE  ACTION 

HCFA  concurred  with  our  findings  and  has  published  a  Notice  of  Proposed 
Rulemaking  clarifying  its  regulations. 


78-993   O— 80  62 
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FINDING:    MEDICAID  REGULATIONS  NOT  CLEAR  ON  WHAT  SERVICES  ARE  MEDICALLY 
JUSTIFIABLE  AND  WHAT  CONSTITUTES  A  BILLABLE  ENCOUNTER  FOR  PSYCHIATRIC 
SERVICES  —  Based  on  reviews  in  two  States,  ve  advised  HCFA  Chat  Medicaid 
regulations  are  not  clear  on  (1)  what  services  are  "medically  justifiable" 
and  (2)  what  constitutes  a  "billable  encounter"  for  psychiatric  services. 

At  the  selected  facilities  visited,  psychiatric  services  were  not  limited 
to  traditional  modalities  of  treatment,  but  included  a  broad  spectrum 
of  services  and  treatment  under  specially-designed  programs — usually 
provided  at  an  off-site  locale.    Our  audit  staff  felt  that  many  of  these 
services  were  of  a  social,  recreational,  or  educational  nature  and  possibly 
not  reimbursable  under  Medicaid.    The  lack  of  clarity  with  respect  to 
what  constitutes  "medically  justifiable"  services  coupled  with  the  failure 
to  define  "billable  encounters"  could  and  has,  in  our  opinion,  lead  to 
abuses.    Procedures  at  one  facility  visited  called  for  Medicaid  to  be 
billed  for  psychiatric  services  provided  in  the  patient's  room.  .  .if 
they  were  seen  in  an  elevator.  .  .or  talked  to  at  "the  stoop."  Often 
the  only  documentation  found  in  the  case  file  to  support  such  billings 
were  entries  such  as  "patient  attended  basketball  game".  .  ."seen  today" 
.   .   ."patient  seen  in  baking  group,"  or.  .   ."patient  played  checkers." 
In  each  instance,  Medicaid  was  billed  at  the  authorized  clinic  rate  of 
$54  per  visit.     At  the  two  selected  clinics  reviewed,  billings  for  a 
12  month  period  totaled  over  $4.5  million. 

NATION-IDE  IMPLICATION 

We  estimate  that  claims  for  such  services  in  New  York  City  alone  are 
running  at  about  $6.5  million  a  year.     On  a  national  basis,  some  $10 

tc  $20  million  could  be  involved. 

STATUS  OF  CORRECTIVE  ACTION 

We  recommended  that  HCFA  determine  the  extent  of  these  problems  in  addi- 
tional States  and  revise  its  regulations  to  further  define  covered  psychi- 
atric services.     HCFA  concurred  and  is  currently  surveying  the  extent 
of  the  problem  in  additional  States. 
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FINDING:    MEDICARE  REGULATIONS  COVERING  PAYMENTS  FOR  PHYSICIANS'  SER- 
VICES PROVIDED  BY  TEACHING  PHYSICIANS  UNCLEAR  —  Auditors  reviewed  pro- 
cedures and  controls  used  by  two  Medicare  contractors  to  assure  that 
payments  for  physician  services  provided  in  a  teaching  setting  at  two 
institutions  were  made  in  accordance  with  Medicare  regulations  and  guide- 
lines. 

Physicians  who  train  interns  and  residents  in  teaching  hospitals  often 
maintain  a  regular  medical  practice  in  addition  to  their  teaching  activi- 
ties; and  these  teaching  physicians  use  both  their  private  and  non-private 
patients  to  provide  training  to  interns  and  residents.    During  their 
training,  interns  and  residents  provide,  under  varying  degrees  of  phy- 
sician supervision,  what  are,  in  effect,  physician  services  to  patients 
— and  in  some  cases,  actually  provide  essentially  all  of  the  physician 
services  rendered  to  hospitalized  patients . 

Medicare  guidelines  provide  that  claims  submitted  by  teaching  physicians 
on  a  "fee-for-service"  basis  must  be  supported  by  medical  records  which 
show  that  the  services  were  furnished  as  the  patient's  attending  physician 
or  for  a  personal  and  identifiable  medical  service  actually  rendered 
by  the  physician  to  the  patient.     This  is  to  differentiate  these  services 
from  those  provided  patients  by  interns  and  residents.     Interns  and  resi- 
dents may  not  bill  for  their  services  as  their  salaries  are  paid  by  the 
hospital  and  are  reimbursed  as  a  cost  of  the  institution. 

Our  findings  froc  this  current  review  show  that  services  billed  by 
teaching  physicians  were  not  always  supported  by  required  medical  records 
or  documentation.     Further,  the  Medicare  contractors  audited  were  not 
reviewing  these  billings  for  compliance  with  Federal  requireaents .  As 
a  result,  as  much  as  $1.2  million  in  Federal  funds  may  have  been  improperly 
claimed  and  paid  in  a  relatively  short  span  of  time  at  the  two  institu- 
tions reviewed. 

NATIONWIDE  IMPLICATION 

Our  review  of  a  limited  number  of  billings  at  two  facilities  identified 
$1.2  in  improper  charges.     Since  there  are  some  1,500  teaching  hospitals, 
claims  for  such  services  could  run  anywhere  from  $75  to  $100  million 
a  year. 

STATUS  OF  CORRECTIVE  ACTION 

On  December  5,  1980,  the  President  signed  the  Omnibus  Reconciliation 
Act  into  law  (P.L.  96-499),  which  specifies  the  conditions  under  which 
the  program  will  pay  charges  for  the  services  of  teaching  physicians. 
These  new  provisions  are  effective  with  hospital  costs  accounting  periods 
beginning  on  or  after  January  1,  1981.     HCFA  plans  to  draft  implementing 
regulations  by  April  1981.    We  will  continue  monitoring  HCFA's  progress 
in  this  area. 
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FINDING:    MEDICARE  PROCEDURES  LACKING  FOR  CONTROLLING  THE  REASONABLENESS 
OF  PROGRAM  CHARGES  FOR  HOSPITAL-BASED  PHYSICIANS    —  These  specialists 
(pathologists,  radiologists,  and  anesthesiologists)  who  practice  in  a 
hospital  setting  are  paid  by  or  through  the  hospital.    While  there  are 
various  facets  to  the  manner  and  measure  by  which  these  specialists  re- 
ceive compensation,  the  net  effect  of  the  practices  followed,  we  find, 
is  that  there  are  extreme  differences  in  the  amounts  of  such  compensation. 
This  finding  is  based  on  our  review  of  61  hospitals  in  two  States  where 
extreme  variances  were  found  between  amounts  paid  such  specialists  in 
hospitals  of  similar  size,  type,  and  location.    The  most  expensive  were 
identified  at  those  locations  where  physicians  were  compensated  under 
"percentage  of  charges"  arrangements  with  hospitals. 

Our  work  also  disclosed  that  the  compensation  paid  these  physicians  has 
increased  substantially  over  the  past  few  years:    pathologists,  up  as 
much  as  102  percent;  anesthesiologists  up  as  much  as  111  percent;  and 
radiologists  as  much  as  74  percent. 

NATIONWIDE  IMPLICATION 

HCFA  estimates  that  about  $40  million  per  year  in  Federal  payments  could 
be  saved  if  just  the  "percentage  of  charges"  compensation  arrangements 
could  be  brought  under  control. 

STATUS  OF  CORRECTIVE  ACTION 

HCFA  agreed  with  our  conclusions  that  Medicare  lacks  procedures  to  insure 
that  payments  for  the  services  of  these  specialists  are  reasonable. 
They  advised  that  plans  are  underway  to  completely  revise  the  applicable 
regulations  concerning  hospital-based  physicians.    Tnese  actions  could 
result  in  significant  future  savings. 
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FINDING:     DELAYS  IN  IMPLEMENTING  INCENTIVE  RATES  FOR  RENAL  DIALYSIS 
DEFERS  POTENTIAL  SAVINGS  —  Currently,  free  standing  dialysis  facilities 
are  paid  their  charges  for  each  dialysis  treatment  up  to  a  set  limit. 
Hospitals  are  reimbursed  their  costs,  up  to  a  set  limit,  also.  This 
limit  is  $138  per  treatment  excludes  charges  for  physician  supervision. 
On  an  exception  basis  this  limit  may  be  higher. 

P.L.  95-292  (June  1978)  required  that  the  Department  have  a  system  in 
place  by  the  following  June  to  (i)  determine  the  co6ts  incurred  by  renal 
dialysis  facilities  in  providing  treatment,  and  (ii)  have  an  incentive 
system,  using  prospective  or  target  rates,  to  encourage  more  efficient 
service  delivery.    This  date  of  June  1979  was  not  met. 

In  January  1980,  ve  contacted  HCFA  about  the  delay  in  this  matter,  sug- 
gesting that  this  area  needed  greater  attention.    Since  then,  HCFA  has 
made  substantial  progress  in  developing  policies  on  the  incentive  rate 
methodology  and  data  needed  to  compute  the  actual  rates.    But  as  of 
December  1980 — 18  months  past  this  legislative  target — the  mandated 
systems  have  not  been  put  in  place  by  HCFA. 

Our  reviews  of  two  free  standing  facilities  showed  their  costs  of  pro- 
viding dialysis  services  to  be  substantially  lower  than  current  charge 
limits.     Similarly,  preliminary  data  being  derived  from  intermediary 
audits  of  costs  at  a  sample  number  of  providers  and  free  standing  facili- 
ties, suggests  the  incentive  rates  must  be  lower  than  current  charges 
and  result  in  substantial  savings  when  in  effect. 

NATIONWIDE  IMPLICATIONS 

HCFA  estimates  that  establishing  an  incentive  rate  for  both  hospital- 
based  and  independent  ESRD  facilities  based  only  on  the  costs  of  inde- 
pendent facilities  would  produce  savings  of  over  $100  million  annually. 

STATUS  OF  CORRECTIVE  ACTION 

HCFA's  present  schedule  calls  for  the  publication  of  a  Notice  of  Proposed 
Rulemaking  on  the  incentive  rates  and  computation  methodology  in  April 
1981,  and  publication  of  the  rate  methodology  and  final  incentive  rates 
in  September  1981.    We  are  continuing  to  monitor  HCFA's  progress  since 
delays  in  implementing  the  incentive  rates  defer  such  potential  savings. 


980 


SSA 


FINDING:     INDIVIDUALS  RECEIVING  DISABILITY  BENEFITS  FOUND  TO  BE  NOT 
DISABLED  —  Under  the  Social  Security  Administration's  (SSA)  disability 
program,  benefits  are  paid  to  individuals  with  disabling  medical  conditions 
that  have  lasted — (or  are  expected  to  last  12  months  or  longer) — or  which 
will  result  in  death.     (Note:    There  is  a  need  to  reevaluate  the  condition 
of  individuals  with  certain  disabilities.) 

Our  tentative  findings  show  that  at  least  10,000  medical  reevaluationa , 
which  should  have  been  made  under  current  regulations  for  these  individuals, 
had  not  been  made.    At  our  request,  SSA  reevaluated  a  sample  of  these 
cases.    Based  on  this  sample,  we  estimated  some  A, 100  were  ineligible. 

NATIONAL  IMPLICATIONS 

Audit's  limited  sample  identified  estimated  erroneous  payments  of  $18 
million  annually.    According  to  a  more  recent  and  comprehensive  General 
Accounting  report,  as  much  as  $2  billion  annually  in  disability  payments 
may  go  to  individuals  who  are  no  longer  disabled. 

STATUS  OF  CORRECTIVE  ACTION 

In  March  1981,  SSA  initiated  a  program  to  examine  the  Title  II  disability 
rolls  to  determine  whether  only  eligible  individuals  are  receiving  bene- 
fits.    Under  this  program,  State  disability  determination  services  will 
review  the  eligibility  status  of  approximately  30,000  current  beneficiaries 
monthly.     Initial  efforts  will  attempt  to  concentrate  on  categories  of 
beneficiaries  most  likely  to  be  ineligible. 
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FINDING:     TRUST  FUND  WITHDRAWALS  EXCEED  ACTUAL  TREASURY  DISBURSEMENTS 
TO  RECIPIENTS  —  SSA  is  responsible  for  authorizing  withdrawals  from 
the  Trust  Funds  to  pay  monthly  benefits  under  the  Retirement ,  Survivors, 
and  Disability  Insurance  Programs.    Auditors  found  that  for  a  selected 
three  month  period,  reviewed  Trust  Fund  withdrawals  exceeded  actual 
Treasury  disbursements  to  program  recipients  by  an  average  of  about  $53 
million. 

NATIONAL  IMPLICATIONS 


Trust  Fund  interest  could  be  increased  by  an  average  $4.5  million  annu- 
ally if  SSA  would  estimate  cash  needs*more  current  payment  data. 


STATUS  OF  CORRECTIVE  ACTION 


SSA  generally  agreed  with  bur  findings  and  recommendation  and  has  taken 
a  number  of  steps  to  better  estimate  amounts  needed  to  be  withdrawn. 
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FINDING:    BETTER  SCHEDULING  OF  PAYMENTS  FOR  REPAIRS  AND  IMPROVEMENTS 
OF  SSA  FACILITIES  COULD  EARN  ADDITIONAL  INTEREST  ON  TRUST  FUND  MONIES 
—  GSA  will  not  take  action  on  requested  repair  and  improvement  work 
until  it  bills  and  receives  full  payment  for  its  estimated  costs.  Audi- 
tors explored  the  ramifications  of  this  policy  as  it  impacted  on  SSA's 
Trust  Funds. 

NATIONWIDE  IMPLICATIONS 

Based  on  an  analysis  of  39  projects  (fiscal  years  1975-78),  audit  con- 
cluded that  SSA* 8  Trust  Funds  lost  about  $450,000  in  interest  on  monies 
transferred  to  GSA  in  advance  of  actual  need. 

STATUS  OF  CORRECTIVE  ACTION 

In  discussing  this  matter  with  GSA  representatives,  ve  were  told  that 
a  waiver  of  the  advance  payment  requirement  would  be  considered  based 
on  a  demonstration  of  adverse  effect  on  the  Trust  Funds.    A  more  accept- 
able method,  in  our  opinion,  would  be  for  SSA  to  pay  for  such  projects 
on  the  basis  of  percentage  of  work  completed.     SSA  is  currently  working 
with  GSA  to  obtain  a  waiver. 
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FINDING:    CANCELLED  BENEFIT  CHECKS  NOT  CREDITED  TO  FEDERAL  PROGRAMS 
—Audit  found  Chat  States  were  retaining  and  not  crediting  Federal  pro- 
grams for  their  portion  of  uncashed  benefit  checks  and  other  collections. 
This  pertains  primarily  to  our  public  assistance  programs.    The  main 
cause  for  this  problem  is  that  State  lavs  vary  considerably  vith  respect 
to  their  policies  for  voiding  checks  and  crediting  Federal  programs. 
Some  States  have  established  procedures  in  which  checks  are  voided  within 
60  days  of  issuance,  while  some  States'  laws  do  not  provide  for  cancellation 
until  5  years.    However,  cancellation  did  not  always  result  in  refunds 
to  Federal  programs  and  those  that  did  were  not  always  timely.    In  some 
instances,  voided  warrants  were  placed  in  the  State's  general  account 
and  there  was  no  provision  for  returning  the  Federal  share  because  the 
warrants  were  considered  a  liability  forever. 

NATIONAL  IMPLICATIONS 

We  estimate  that  the  Federal  portion  of  uncashed  benefit  checks  outstand- 
ing at  any  one  point  in  time  (which  should  be  returned  to  the  Federal 
Government)  is  in  excess  of  $100  million.    In  some  cases,  States  have 
retained  these  funds  for  years.    As  a  result,  the  Federal  Government 
is  needlessly  incurring  interest  costs  of  about  $12  to  $15  million  per 
year. 

STATUS  OF  CORRECTIVE  ACTIONS 

SSA  said  that  a  Notice  of  Proposed  Rulemaking  would  be  published  requiring 
the  timely  return  of  the  Federal  portion  cf  uncashed  benefit  checks  and 
other  credits.     This  action  is  yet  to  be  taken. 
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FINDING:    MILLIONS  COULD  BE  SAVED  IF  FINANCIAL  ASSISTANCE  TO  INDUCE  cqt.tf.ct 
STUDENTS  TO  ACCEPT  EMPLOYMENT  WITH  STATES  IS  CUT  —  States  nay  claim 
Federal  reimbursement  for  the  costs  of  training  individuals  who  are  pre- 
paring for  employment  with  the  State  to  work  on  or  with  the  Title  XX 
program.    We  found  that  very  few  of" these  graduates  ended  up  working 
for  the  State.    There  were  simply  more  graduates  than  jobs.    For  example, 
one  State  spent  $12.7  million  for  curriculum  grants  and  $1.4  million 
for  direct  financial  assistance  to  698  students.    However,  only  51  gradu- 
ates in  this  group  had  been  employed  by  the  State. 

Demand  for  persons  in  social  services  and  related  vocational  fields 
appears  to  be  declining.    Thus,  providing  financial  assistance  to  induce 
college  students  to  accept  employment  with  State  Title  XX  agencies  may 
not  be  economically  justifiable  or  of  critical  importance. 

NATIONWIDE  IMPLICATIONS 

Projected  nationwide,  we  believe  termination  of  such  assistance  could 
save  as  much  as  $9  million  annually. 

STATUS  OF  CORRECTIVE  ACTION 

While  regulations  have  not  beer,  changed.  OHDS  agreed  to  study  the  possi- 
biiity  of  total  exclusion  of  any  assistance  tc  persons  preparing  for 
employment  with  the  State  agency. 
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FINDING:    MORE  CAN  BE  DONE  TO  SAVE  ENERGY  IN  HHS  OCCUPIED  BUILDINGS  — 
Audit  identified  many  low  or  no  cost  measures  that  could  be  taken  by 
the  Department  to  minimize  energy  consumption.    Some  can  be  taken  by 
all  Department  employees;  others  require  the  specialized  assistance  of 
HHS  or  GSA  building  maintenance  personnel. 

NATIONAL  IMPLICATIONS 

Auditors  estimate  that  annual  energy  savings  of  about  $800,000  could 
be  saved  by  such  measures  as  using  35-vatt  instead  of  40-watt  bulbs, 
and  turning  off  individual  heating/cooling  units  after  working  hours. 
Additional  annual  savings  of  $930,000  could  be  achieved  if  funding  were 
provided  for  retrofit  projects  such  as  installing  of  heating  recovery 
systems,  and  using  double  glazing  of  windows. 

STATUS  OF  CORRECTIVE  ACTION 

ASMB  has  taken  or  planned  a  number  of  actions  to  cut  down  on  energy  con- 
sumption.   As  part  of  an  ongoing  program,  lower  wattage  lamps  will  be 
used  in  the  normal  replacement  cycle.     In  addition,  ASMB  is  considering 
the  possibility  of  re prog ramming  funds  or  submitting  a  FY  1983  budget 
request  for  retrofit  projects. 
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FINDING:     IMPROVED  SURVEILLANCE  NEEDED  OVER  GRANTEE  CASH  WITHDRAWALS 
—  An  audit  of  the  Department 1 o  Office  of  Federal  Assistance  Financing 
System  (DFAFS)  was  conducted  to  determine  whether  proper  controls  were 
in  place  to  prevent  excess  cash  disbursements.    DFAFS  is  the  fiscal 
intermediary  between  HHS  agencies  awarding  grants  and  contracts  and  the 
recipients  of  these  funds. 

In  checking  on  the  effectiveness  of  DFAFS  procedures  and  recipients' 
accounting  system  in  limiting  cash  withdrawals  to  immediate  needs,  two 
problems  surfaced: 

o       The  recipients  of  these  funds  were  drawing  down  more  than  their 
immediate  needs — contrary  to  Federal  requirements.    For  example, 
two  recipients  were  found  to  have  earned  interest  of  about 
$900,000  by  investing  Federal  funds  they  received  that  were 
in  excess  of  their  current  needs. 

o       Although  Federal  monitoring  of  grantee  withdrawals  had  been 
stepped-up,  inadequate  staffing  precluded  cyclical  visits  to 
grantee  contractor  sites  to  look  into  their  cash  management 
practices. 

NATIONAL  IMPLICATIONS 

Current  disbursements  from  DFAFS  average  some  $31  billion  per  year. 
If  just  ten  percent  of  this  amount  is  drawn  down  by  grantees /contractors 
in  excess  of  their  immediate  needs,  Federal  interest  losses  are  running 
at  about  $3  to  $5  million  annually. 

STATUS  OF  CORRECTIVE  ACTION 

DFAFS  agreed  with  our  findings  and  advised  that  action  would  be  taken 
to  assign  higher  priority  toward  aligning  cash  withdrawals  to  larger 
recipients'  accounts;  to  develop  an  automated  recipient  dunning  letter 
process;  to  identify  accounts  with  excess  cash;  to  implement  a  pilot 
electronic  fund  transfer  project  for  more  timely  transfer  of  funds;  and 
to  increase  site  visits  to  the  extent  feasible. 
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FISCAL  YEAR  1982  BUDGET  REQUEST 

Mr.  Conte.  You  request  $6  million  more  in  the  fiscal  year  1982 
budget? 

Mr.  Mitchell.  Yes,  sir. 

Mr.  Conte.  Tell  me  what  areas  would  you  use  this  money  for  and 
what  would  be  the  impact  on  your  activities  if  the  committee  didn't 
give  you  the  $6  million? 

Mr.  Mitchell.  Of  the  $6  million,  sir,  $1.25  million  would  be 
additional  funds  for  the  Audit  Agency  to  use  for  contract  purposes. 

About  $680,000  would  be  used  for  the  Office  of  Investigations  to 
put  into  an  automated  management  system  that  would  increase 
the  efficiency  of  the  individual  investigator  as  well  as  the  manage- 
ment efficiency  of  the  office  itself. 

Mr.  Conte.  What  capability  will  you  gain  if  the  Congress  grants 
you  the  additional  37  years  of  contract  audit  support  that  you  are 
requesting? 

Mr.  Mitchell.  We  would  gain  the  capability  to  cover  additional 
grantees  that  we  are  not  now  able  to  cover,  sir. 

Mr.  Conte.  You  are  asking  for  $680,000  for  automated  data 
management  system.  What  do  you  accomplish  with  that? 

Mr.  Mitchell.  That  is  the  one  I  just  mentioned. 

Mr.  Conte.  Same  thing? 

Mr.  Mitchell.  Yes,  sir;  same  one. 

Mr.  Conte.  Is  that  part  of  the  $6  million  that  I  mentioned? 
Mr.  Mitchell.  Yes,  sir;  that  is  right. 
Mr.  Conte.  You  can't  find  that  money  any  other  place? 
Mr.  Mitchell.  We  are  at  the  point  where  we  can't  find  any 
money  anyplace;  we  are  squeezing  every  penny  we- can. 

FRAUD  AND  ABUSE  ESTIMATES 

Mr.  Conte.  You  gave  the  Chairman  a  figure  there  of  $1.4  billion; 
that  is  just  for  overdue  debts.  You  must  have  a  ball  park  figure  of 
all  the  fraud  and  abuse  that  you  collect  if  you  had  the  manpower. 

Mr.  Mitchell.  I  do  not  have  a  loose  figure,  sir,  but  I  would  be 
glad  to  furnish  some  for  the  record. 

Mr.  Conte.  Thank  you. 

[The  information  follows:] 

Potential  Collections  of  Fraud  and  Abuse 

It  is  our  judgment  that  there  is  a  large  amount  of  yet  undisclosed  over-claiming  of 
Federal  funds.  It  is  a  pervasive  and  continuing  situation  that  demands  additional 
audit  attention. 

In  calendar  year  1980  for  example,  there  were  $126.5  million  in  concurred-in  audit 
recommended  disallowances.  Let  me  underscore  this,  our  program  managers  agreed 
with  the  auditor's  conclusions  about  this  entire  amount.  With  709  people  in  the 
audit  function,  this  equates  out  to  in  excess  of  $150  thousand  per  person.  Some 
years  this  is  higher,  others  lower.  Extrapolating  this  further,  each  addition  of  100 
auditors  to  our  staff  could  conceivably  result  in  an  additional  $15  million  in  con- 
curred-in audit-recommended  disallowances. 

Mr.  Natcher.  Mr.  Early? 

BLOCK  GRANTS  AND  ROLE  OF  THE  INSPECTOR  GENERAL 

Mr.  Early.  Thank  you,  Mr.  Chairman. 
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Will  you  describe  for  the  committee  what  role  the  Inspector 
General's  Office  will  have  with  respect  to  the  block  grants? 

Mr.  Mitchell.  The  role  of  the  IG  for  the  block  grants  has  not,  as 
far  as  I  know  been  finally  determined. 

We  will,  however,  have  an  audit  and  investigative  responsibility 
but  the  details  of  that  responsibility  have  not  yet  been  determined. 

Mr.  Early.  Do  you  think  you  are  going  to  be  able  to  audit  block 
grants  when  States  are  getting  the  money  and  will  have  the  discre- 
tion? 

Mr.  Mitchell.  The  nature  of  the  audit  that  would  be  conducted 
will  be  determined  when  block  grant  the  legislation  is  enacted,  if 
enacted,  sir. 

Mr.  Early.  I  was  hoping  you  would  say  no,  because  it  is  so  clear 
that  it  is  no.  How  are  you  going  to  do  an  audit  in  which  someone 
else  has  all  the  discretion? 

Mr.  Mitchell.  The  thing  I  was  going  to  say,  Mr.  Early,  was  that 
audit  will  depend  on  what  Congress  finally  enacts  and  what  they 
put  in  in  terms  of  compliance.  It  may  be  that  there  will  be  very 
little  to  audit. 

Mr.  Early.  I  just  don't  know  how  you  rationalize  that  you  are 
going  to  audit  anything,  assuming  the  Administration's  proposal  is 
accepted. 

Let  me  ask  you  this:  I  believe  when  Secretary  Schweiker  testified 
he  indicated  that  your  office  would  play  an  oversight  role,  particu- 
larly with  regards  to  proper  expenditures  of  block  grants. 

I  would  like  you  to  discuss  that  in  more  detail — you  are  going  to 
go  in  and  the  State  government  is  going  to  say  we  have  the 
discretion. 

Everyone  is  saying  they  have  the  flexibility,  the  discretion. 
How  are  you  going  to  audit? 

Mr.  Mitchell.  I  think  what  you  would  audit,  Sir,  is  for  example, 
if  the  block  grant  prohibited  using  Federal  funds  for  construction. 

Mr.  Early.  What  about  now?  It  prohibits  that;  so  they  are  not 
going  to  go  in  and  look  for  construction.  They  are  going  to  tell  you 
we  spent  the  money.  Construction  is  not  a  good  example.  Services, 
on  that  they  have  discretion. 

On  another  line. 

PUBLIC  PERCEPTIONS  OF  FRAUD,  WASTE,  AND  ABUSE 

We  hear  so  much  about  waste,  abuse  and  fraud.  As  a  profession- 
al, I  respect  your  judgment.  The  public  perceives  the  media's  re- 
porting of  waste,  abuse  and  fraud  as  fraud,  don't  you  agree,  steal- 
ing, reaching  in  and  stealing?  Don't  you  think  that  is  the  percep- 
tion, that  is  the  impression  the  media  leaves? 

Mr.  Mitchell.  I  would  agree  that  the  public  perception  is  skewed 
in  that  direction;  yes,  sir. 

STATE  MEDICAID  FRAUD  CONTROL  UNITS'  ACTIVITIES 

Mr.  Early.  The  greater  part  of  that  GAO  report  was  directed 
toward  more  waste  and  abuse  than  actual  stealing.  I  have  problems 
with  the  Medicaid  fraud  control  units. 

You  know  the  program  is  as  good  as  the  administrator.  The 
fraud  squad  experts  go  in,  and  they  say,  '  'Provide  all  your  books 
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tomorrow,  provide  27  witnesses  tomorrow,  produce  this,  produce 
that." 

They  don't  care  what  it  costs  that  individual  provider.  That  is 
irresponsible.  To  me,  that  is  abusive,  Mr.  Mitchell,  and  it  is  hap- 
pening. 

Mr.  Mitchell.  I  simply  don't  know  whether  it  is  happening  or 
not,  Mr.  Early. 
Mr.  Early.  You  don't?  I  do. 

If  we  are  going  with  a  block  grant  approach  in  HHS,  why  should 
this  committee  not  cut  funds  for  the  Medicaid  fraud  control  and 
tell  the  States  to  do  it? 

Mr.  Mitchell.  Well,  I  am  not  aware  that  Medicaid  is  to  become 
a  block  grant,  sir. 

Mr.  Early.  It  is  being  capped. 

Mr.  Mitchell.  There  is  a  cap. 

Mr.  Early.  We  are  giving  them  discretion,  flexibility,  money; 
why  not  let  them  audit;  let  them  do  that? 

Mr.  Mitchell.  I  would  say  that  would  depend  on  how  the  Medic- 
aid legislation  comes  out. 

Mr.  Early.  You  mentioned  about  90  percent  reimbursement  for 
the  first  three  years;  in  theory  it  was  dropping  back  to  75  percent. 

Didn't  we  have  some  legislation  last  year  for  an  extension? 

Mr.  Mitchell.  No.  In  theory  before  it  was  90  and  50.  Last  year's 
legislation  changed  it  to  90  and  75. 

Mr.  Early.  But  it  was  supposed  to  go  from  90  to  50. 

Mr.  Mitchell.  Yes,  sir. 

Mr.  Early.  I  am  sure  whoever  was  sitting  in  your  seat  five  years 
ago  when  they  were  selling  that  proposal  said,  " After  three  years 
we  will  cut  the  cost  right  in  half." 

AUDITS  UNDER  THE  BLOCK  GRANT  SYSTEM 

Will  you  conduct  performance  audits  as  well  as  the  usual  ac- 
counting audits? 
Mr.  Mitchell.  Performance  audits  

Mr.  Early.  That  you  now  do.  Would  you  do  that  next  year? 
Mr.  Mitchell.  On  block  grants? 
Mr.  Early.  That  is  right. 

Mr.  Mitchell.  I  would  say  our  relationship  to  the  block  grant 
will  be  considerably  different  from  our  relationship  to  the  other 
programs. 

Mr.  Early.  Do  you  think  your  office  will  be  able  to  carry  out  its 
mandate  effectively  if  there  is  a  block  grant  system  of  funding? 

Mr.  Mitchell.  I  would  say  it  depends  on  how  the  legislation 
comes  out. 

Mr.  Early.  Let's  assume  it  comes  out  100  percent  the  way  it  is 
proposed. 

Mr.  Mitchell.  I  would  think  we  could,  even  though  the  great 
majority  of  the  decisions  in  the  system  would  be  discretionary  with 
the  State.  That  would  reduce  considerably  the  scope  of  our  audits. 

Mr.  Early.  You  are  auditing  X  dollars;  X  millions  of  dollars. 
How  are  you  going  to  audit  them?  Whom  are  you  going  to  see? 
There  is  no  categorical  way  they  were  supposed  to  spend  it. 

Mr.  Mitchell,  I  sympathize  with  you,  but  I  think  we  had  better 
air  this. 
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I  don't  know  how  there  is  any  way  you  can  audit. 

Mr.  Mitchell.  I  still  would  have  to  maintain,  Mr.  Early,  that 
what  we  will  audit  will  depend  on  what  the  legislation  says. 

Mr.  Early.  My  hypothetical  question  was  to  the  legislation  as 
proposed.  I  want  to  know  how  you  are  going  to  audit? 

For  example,  how  will  you  audit  legal  services  to  the  poor? 

Mr.  Itteilag.  The  State  will  have  flexibility  as  to  whether  or  not 
it  provides  any  money  whatsoever  for  legal  services,  or,  alternative- 
ly, whether  it  will  provide  as  much  or  more  money  than  it  is 
providing  now.  As  I  am  sure  you  know,  that  decision  will  be  in  the 
hands  of  the  States. 

The  audit  would  not  address  that  particular  question. 

Mr.  Early.  Cannot? 

Mr.  Itteilag.  That  is  part  of  what  giving  discretion  to  States 
means. 

Mr.  Early.  Absolutely.  How  are  we  going  to  audit  them  through 
the  Inspector  General's  office? 

Mr.  Scully.  We  would  audit  to  see  whether  the  money  was  spent 
within  the  four  general  block  grants  that  we  have  requested.  States 
couldn't  take  money  out  of  prevention  and  put  it  into  services,  or 
vice  versa. 

Mr.  Early.  They  can  transfer  up  to  10  percent  from  one  block 
grant  to  another  block  grant. 

Mr.  Scully.  The  auditor  would  check  to  see  whether  that  was  10 
percent  or  15  percent. 

Mr.  Early.  Do  you  expect  that  we  could  audit?  Really,  I  don't 
know  how  you  can  even  suggest  that. 

Mr.  Mitchell.  I  think  the  thing  we  are  saying,  Mr.  Early,  is  that 
our  responsibilities  will  be  greatly  changed  towards  those  programs 
from  what  they  are  today. 

AUDIT  WORKLOAD  UNDER  THE  BLOCK  GRANTS  SYSTEM 

Mr.  Early.  Will  it  increase  your  workload?  Will  you  be  able  to 
handle  the  increased  workload  with  the  resources  recommended  for 
your  office? 

Mr.  Mitchell.  I  would  think  so. 

Mr.  Early.  Are  you  an  accountant? 

Mr.  Mitchell.  No,  Sir. 

Mr.  Early.  I  am  sure  one  of  the  two  people  at  the  end  are.  How 
do  you  chase  this? 
Mr.  Mitchell.  The  gentleman  on  my  left  is  one. 
Mr.  Kropatkin.  May  I  take  a  crack  at  responding,  sir? 
Mr.  Early.  Yes,  please. 

Mr.  Kropatkin.  As  Mr.  Mitchell  points  out,  the  nature  of  the 
block  grant  itself,  the  specific  nature  of  the  legislation  and  how  you 
eventually,  if  you  do,  pass  it,  will  determine  the  course  of  the  audit 
action  afterwards. 

Supposing  the  block  grant  mechanism  points  out  certain  pre- 
scriptions in  general  terms  and  also  offers  some  requirements  that 
these  prescriptions  be  audited  by  State  auditors  as  well  as  public 
accounting  firms  as  to  reliability  in  overall  mechanisms. 

Our  audit  function  in  that  case  then  would  be  to  examine  to  see 
whether  these  State  audits  or  State-directed  audits  or  State-in- 
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curred  audits  are  functioning  and  are  doing  the  job  to  ensure  that 
the  taxpayers'  money  is  being  spent  correctly. 

Now,  that  is  about  as  far  as  we  could  go.  I  would  have  to  agree 
with  you  in  concept — as  far  as  we  could  go.  We  could  point  out  that 
it  was  being  monitored;  that  there  was  sufficient  reliance  on  the 
lower  level  of  auditing. 

We  could  summarize  the  grants  as  to  how  many  and  in  what 
States  it  was  functioning  well  or  not  so  well,  and  give  you  a  picture 
so  you  can  have  an  ongoing  view  as  to  whether  these  block  grants 
have  some  degree  of  reliability  in  terms  of  financial  management 
audit  compliance  with  your  laws. 

As  far  as  the  specific  documentation  regarding  where  the  money 
is  going,  where  it  is  spent,  we  would  have  to  rely  on  the  credibility 
of  States  themselves  in  doing  that  function. 

We  do  that  now  even  in  our  regular  work.  We  look  at  whether 
the  States  have  done  any  of  their  interior  work;  whether  they  have 
done  any  compliance  work,  and  whether  any  CPAs  or  truly  inde- 
pendent auditors  have  done  portions  of  the  audit  pattern. 

AUDIT  SPECIFICITY  UNDER  BLOCK  GRANTS 

Mr.  Early.  An  audit  is  specific? 

Mr.  Kropatkin.  It  amounts  to  putting  together,  in  some  cases,  a 
full  mosaic.  But  that  is  what  the  survey  feels.  From  there,  we  take 
on  the  amount  of  detail  necessary  to  prove  what  is  right  and 
wrong. 

Mr.  Early.  But  your  audit  report  is  specific. 

Mr.  Kropatkin.  It  is  specific  as  to  what  we  see.  If  we  have  to 
extrapolate  and  we  want  to,  we  will.  We  never  deal  in  generalities. 
We  deal  with  data  that  we  observe  and  test. 

Mr.  Early.  So  you  absolutely  agree  that  the  nature  and  complex- 
ity of  your  audits  will  change  drastically? 

Mr.  Kropatkin.  It  will  change  in  those  block  grants  quite  a  bit. 

AUDIT  AND  INVESTIGATIONS  STAFFING 

Mr.  Early.  With  the  emphasis  on  ferreting  out  fraud,  waste  and 
abuse  why  haven't  additional  positions  been  recommended  for  your 
audit  unit? 

If  that  is  it,  waste,  abuse,  and  fraud,  why  shouldn't  your  new 
positions  be  directed  towards  that  area?  Haven't  you  asked  for 
additional  positions? 

Mr.  Mitchell.  No,  sir;  there  are  no  new  positions  being  request- 
ed in  this  budget. 

Mr.  Early.  For  your  audit  and  investigation  units,  there  are  no 
new  positions? 

Mr.  Mitchell.  No  new  positions  are  included  in  the  budget. 

Mr.  Early.  How  many  of  your  authorized  positions  are  filled? 

Mr.  Mitchell.  We  have  a  total  of  943  positions  filled. 

Mr.  Early.  Out  of  how  many? 

Mr.  Mitchell.  Out  of  1,093. 

Mr.  Early.  How  many  vacancies? 

Mr.  Mitchell.  There  are  150  vacancies. 
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CONTRACT  AUDITS 

Mr.  Early.  You  have  $4Vfc  million  for  contractual  audits;  do  you 
use  any  State  auditors? 
Mr.  Mitchell.  Yes,  sir. 

Mr.  Early.  With  the  road  this  administration  is  traveling,  why 
shouldn't  both  the  audits  and  investigations  go  entirely  to  the 
State? 

Mr.  Mitchell.  For  the  audit  and  investigations  for  those  pro- 
grams that  are  state  operated,  Sir,  I  think  the  trend  is  in  that 
direction. 

Mr.  Early.  But  in  the  block  grant  area,  I  am  talking  just  about 
that  area. 

Mr.  Mitchell.  I  would  say  that  is  essentially  the  direction  in 
which  it  is  going,  Sir. 

Mr.  Early.  You  mentioned  to  the  Chairman  you  didn't  think 
there  was  an  overlap.  I  am  familiar  with  our  State  audits,  and  I 
think  there  is  an  overlap. 

STATE  MEDICAID  FRAUD  CONTROL  UNITS  AUDITS 

I  really  have  trouble  with  the  Medicaid  Fraud  Control  Units. 

They  make  demands  on  the  private  sector  that  are  unlimited, 
that  they  have  no  reason  for. 

Mr.  Mitchell.  You  are  referring  to  the  State  Medicaid  Fraud 
Control  Unit  in  your  state? 

Mr.  Early.  Yes,  Sir. 

Mr.  Mitchell.  This  is  the  first  time  I  have  heard  that.  I  will  be 
happy  to  look  into  it. 

Mr.  Early.  How  do  you  really  look  into  that?  You  have  X 
number  of  investigators — and  I  apologize  for  going  over  this 
again — how  do  you  get  investigators  out  there;  how  can  you  go  out 
and  identify  someone  as  being  abusive? 

I  can  cite  you  case  after  case  where  they  just  say  to  the  private 
provider:  "Provide  this;  provide  that;  everything  else",  and  there  is 
no  relation  to  how  much  it  costs  in  terms  of  how  much  they  use  of 
what  is  provided. 

Mr.  Mitchell.  I  would  agree,  Mr.  Chairman,  if  they  are  abusive 
and  are  unfeeling. 

STATE  MEDICAID  FRAUD  CONTROL  UNITS  ROLE  IN  STATE 
GOVERNMENTS 

Mr.  Early.  Wouldn't  we  be  better  off  putting  this  under  the 
State  Attorney  General? 
Mr.  Mitchell.  Most  of  them  now  are. 

Mr.  Early.  Wouldn't  we  be  better  off  giving  the  Attorney  Gener- 
al the  amount  of  money  he  needs  to  investigate? 

Mr.  Mitchell.  Are  you  suggesting  including  it  in  the  cap,  sir? 

Mr.  Early.  To  get  within  the  cap;  to  abolish  it. 

Mr.  Mitchell.  You  want  to  abolish  the  unit  or  change  the  fund- 
ing? 

Mr.  Early.  Abolish  in  this  respect:  I  don't  see  anything  that  the 
Attorney  General  under  our  principal  statutes  isn't  responsible  for. 
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Mr.  Mitchell.  I  would  agree  with  that,  the  last  part,  that  the 
Attorney  General  is  responsible  for  it,  and  in  most  States  the 
organization  is  a  part  of  the  Attorney  General's  office. 

I  think  the  reason  that  led  the  Congress  to  establish  these  units 
was  that  in  almost  every  State,  the  State  simply  was  not  looking  at 
the  Medicaid  Program. 

Mr.  Early.  As  far  as  the  managerial  effectiveness  of  the  States, 
they  are  going  to  save  us  so  much  money  you  wouldn't  believe  it. 
They  have  audits,  accounting  systems,  managerial  techniques  that 
we  haven't  seen  yet. 

The  government  reports,  investigative  staff  reports,  that  are 
critical  of  those  areas  are  wrong.  We  are  going  to  save  a  lot  of 
money.  I  just  have  reservations.  I  personally  don't  think  you  can 
audit  the  block  grants  at  all. 

If  that  is  true,  I  hope  we  say  that. 

Thank  you  very  much,  Mr.  Chairman. 

Mr.  Natcher.  Yes. 

Mr.  Stokes? 

FISCAL  YEAR  1982  BUDGET  INCREASES 

Mr.  Stokes.  I  notice  that  you  are  requesting  an  increase  over 
your  fiscal  year  1981  budget  of  $73  million  to  $80.5  million  in  fiscal 
year  1982.  This  amount  is  a  10  percent  increase  over  fiscal  year 
1981. 

Tell  us  why  your  agency  merits  a  10  percent  increase  over  fiscal 
year  1981,  when  this  Subcommittee  has  heard  about  nothing  but 
fiscal  restraint  and  budget  reductions  in  other  federal  activities. 

Mr.  Mitchell.  I  think  basically  that  the  reason  is  that  the  Office 
of  the  Inspector  General  is  able  at  the  moment  to  recover  for  the 
government  more  dollars  than  are  spent  on  the  Office  of  the  In- 
spector General. 

It  seems  to  me  that  it  is  very  necessary  for  the  Federal  Govern- 
ment to  have  a  principle  in  terms  of  its  responsibility  toward  the 
Federal  dollars,  in  terms  of  its  ability  to  audit,  to  conduct  criminal 
investigations  and  to  conduct  management  evaluations  of  these 
very  expensive  systems. 

At  the  moment  the  Office  of  the  Inspector  General  is  saving  the 
government  considerably  more  than  it  costs,  as  I  have  said.  I  would 
hope  that  one  of  these  days  if  the  office  can  really  do  a  bangup  job 
maybe  it  can  work  itself  out  of  a  job  and  you  won't  need  it  any- 
more. 

Mr.  Stokes.  How  do  you  plan  to  use  the  additional  funds  which 
are  requested? 

Mr.  Mitchell.  The  additional  increases  are  two  programmatic 
increases,  one  is  $1.25  million  that  will  purchase  additional  staff- 
years  of  contract  audit  either  from  CPA  firms  or  State  auditors; 
and  second,  an  amount  of  about  $680,000  that  will  be  used  to 
establish  and  to  run  on  an  automated  management  system  for  the 
Office  of  Investigations  that  will  increase  the  efficiency  of  the 
individual  investigator  and  increase  the  efficiency  of  the  office 
management. 

In  our  Office  of  Investigations  where  at  the  moment  we  are 
sitting  there  facing  about  three  years  worth  of  work  for  each  one  of 
our  investigators,  if  we  get  no  more  allegations  during  that  period 
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of  time.  It  seems  that  almost  anything  we  can  do  to  increase  the 
efficiency  there  is  a  worthwhile  investment. 

OIG  SAVING  TO  THE  DEPARTMENT 

Mr.  Stokes.  You  have  mentioned  the  savings  that  will  be  effectu- 
ated through  your  particular  operation. 
What  is  your  estimate  of  the  dollar  saving? 

Mr.  Mitchell.  For  this  year,  sir,  we  are  estimating  about  $123.8 
million  of  dollars  associated  with  audit  findings.  That  does  not 
include  quantifying  any  savings  associated  with  systems  improve- 
ments or  procedural  improvements  in  the  programs  of  the  Depart- 
ment. 

Mr.  Stokes.  How  do  you  determine  the  amount  of  actual  savings 
that  are  going  to  take  place  through  your  operation? 

Mr.  Mitchell.  What  I  can  give  you  for  the  record  goes  back  to 
when  the  office  was  established.  I  can  give  you  the  data  for  what 
was  actually  produced  in  audit  findings,  what  the  Department 
concurred  with  and  what  has  been  collected  on  that. 

Mr.  Stokes.  I  would  appreciate  your  supplying  that  for  the 
record. 

[The  information  follows:] 

Audit  Findings 

From  October  1976  (the  date  of  the  IG  legislation)  through  December  31,  1980, 
audit  questioned  costs  of  about  $429  million.  Of  the  $360  million  resolved  through 
December  31,  1980,  the  agencies  concurred  in  about  $287  million.  The  accounting 
records  of  the  Department  show  that  about  $173  million  of  this  amount  has  been 
collected,  leaving  a  balance  of  $114  million.  About  half  of  the  $114  million  (or  $57 
million)  is  in  a  suspense  status  since  the  amounts  have  been  appealed. 

AREAS  OF  PREVALENCE  OF  FRAUD,  WASTE,  AND  ABUSE 

Mr.  Stokes.  Is  there  any  particular  area  of  federal  activity  in 
which  more  waste,  fraud  and  abuse  exists  than  in  other  areas? 

Do  you  have  a  breakdown  as  to  where  the  waste,  fraud  and 
abuse  is  prevalent? 

Mr.  Mitchell.  We  can  furnish  that  for  the  record,  sir;  yes,  sir. 

[The  information  follows:] 

Prevalent  Areas  of  Fraud,  Abuse,  and  Waste 

Fraud,  abuse,  and  waste  tend  to  be  more  prevalent  in  the  health  care  financing 
area,  primarily  because  of  its  complexities.  Estimated  losses  in  health  care  financing 
programs  were  approximately  70  percent  of  the  Inspector  General's  (IG)  total  esti- 
mate of  fiscal  year  1977  losses  ($5.1  to  $6.1  billion,  excluding  education  programs.) 

The  savings  the  Department,  as  HHS,  has  recorded  from  reductions  of  fraud, 
abuse,  and  waste  in  health  care  financing  programs  represent  approximately  50 
percent  of  the  total  savings  achieved  by  the  Department  both  in  fiscal  year  1979  and 
fiscal  year  1980.  In  the  Department's  fiscal  year  1982  budget,  the  proportionate 
savings  projected  in  the  area  of  health  care  financing  increases  to  60  percent  of  the 
Department's  overall  savings  goals  for  fiscal  year  1981  and  fiscal  year  1982  (based 
on  current  law.) 

Mr.  Mitchell.  It  is  my  belief  that  the  health  care  financing  area 
is  more  susceptible  to  this  than  other  areas. 
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AUDIT  PROCEDURES  UNDER  BLOCK  GRANTS 

Mr.  Stokes.  It  is  my  understanding  that  the  administration 
plans  to  eliminate  or  lessen  federal  reporting  requirements  under 
the  several  block  grant  proposals. 

If  that  occurs,  then  how  would  you  know  what  to  audit? 

Mr.  Mitchell.  The  scope  of  the  audit,  Mr.  Stokes,  will  depend  on 
the  final  legislation  that  is  passed.  But  the  scope  of  the  audit  will 
be  much  less  than  it  is  today,  because  the  States  will  have  to 
comply  with  less  than  they  have  to  today. 

Since  there  are  proposed  four  block  grants  for  our  Department, 
we  would  have  the  responsibility  to  insure  that  the  dollars  that 
were  put  into  one  block  grant  were  not  used  in  the  other  block 
grant  or  in  excess  of  what  could  be  transferred  from  one  block 
grant  to  the  other. 

Mr.  Stokes.  It  would  seem  to  me  that  the  auditing  process  is 
made  more  difficult  when  reporting  requirements  are  lessened.  Do 
you  think  you  make  federal  activities  easier  to  audit  under  a  block 
grant  approach? 

Mr.  Mitchell.  Let  me  have  my  CPA  respond  to  that,  sir. 

Mr.  Stokes.  I  would  like  to  hear  from  him. 

Mr.  Kropatkin.  I  think  the  nature  of  it,  Mr.  Stokes,  changes  a 
bit.  Rather  than  sending  our  own  troops  in  to  verify  documenta- 
tion, we  would  again,  depending  on  the  exact  nature  of  any  legisla- 
tion that  is  passed — have  to  depend  more  heavily  on  the  efforts  of 
the  States  and  the  States  contracted  for  CPAs  or  any  other  inde- 
pendent auditors  to  see  what  they  were  doing  on  their  part  to 
ensure  that  they  were  complying  with  the  requirements  of  the 
Federal  regulations. 

We  would  ensure  that  they  certify  the  reliability  of  the  internal 
management  system,  financial  management  system,  the  fact  that 
services  were  provided  as  desired  or  necessary  under  any  existing 
State  or  Federal  legislation. 

And  this  is  not  much  different  from  the  classic  approach  we 
would  do  on  any  audit,  in  any  time,  in  any  place.  We  would  first 
see  who  is  looking  at  what  and  what  basic  underlying  system  is 
and  who  has  already  certified  or  not  as  to  its  credibility  in  part  or 
in  whole.  We  then  proceed  from  that  basis  with  our  own  detailed 
tests  to  determine  whether  any  further  extrapolation  or  any  fur- 
ther systems  are  needed. 

Mr.  Stokes.  It  would  seem  to  me  that  under  that  system  you 
would  uncover  less  waste,  fraud  and  abuse  than  before. 

Mr.  Kropatkin.  Possibly,  in  terms  of  specific  dollars.  We  may  be 
limited  to  saying,  for  example,  that  the  system  has  not  been  proven 
and  no  one  has  certified  it,  that  the  management  system  has  not 
been  examined  sufficiently,  or  that  the  moneys  are  being  used  in 
an  uncertain  way  and  we  cannot  tell  because  they  cannot  show  us 
definitive  reports  that  describe  a  process  that  we  could  rely  on. 

Mr.  Stokes.  How  does  that  square  with  your  statement  that 
greater  savings  will  be  effectuated  for  the  Federal  Government? 

Mr.  Kropatkin.  More  savings  will  come  about  in  the  other  more 
specific  programs  where  we  would  relegate  our  resources.  And  not 
the  least  of  our  concerns  ought  to  be  the  nature  of  the  electronic 
data  systems  inherent  in  all  the  systems  both  internal  and  external 
within  HHS  and  all  the  State  operated  systems. 
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Mr.  Stokes.  Thank  you. 
Thank  you,  Mr.  Chairman. 
Mr.  Natcher.  Mr.  Smith? 

FRAUD  AND  ABUSE  BREAKOUT  BY  SOURCE 

Mr.  Smith.  We  hear  all  about  this  fraud  and  abuse,  $6  billion,  $7 
billion,  whatever  it  is. 

How  much  of  that  is  simply  a  matter  of  the  State  or  local  agency 
not  following  rules  and  regulations  rather  than  intentional  fraud? 

Mr.  Mitchell.  I  would  say,  Mr.  Smith,  that  the  greater  majority 
of  it  is  related  to  either  not  following  rules  or  regulations  or  not 
following  good  management  procedures. 

Mr.  Smith.  Put  it  the  other  way  around. 

How  much  do  you  think  is  intentional  fraud  and  abuse? 

Mr.  Mitchell.  We  have  estimated  less  than  15  percent  of  it  is 
fraud  and  abuse,  sir.  We  really  can't  estimate  a  number  between 
the  fraud  and  abuse  less  than  15  percent. 

Mr.  Smith.  Won't  there  always  be  unintentional  abuse  or  lax 
procedures  that  result  in  States  providing  benefits  for  which  people 
were  not  eligible  under  the  rules  and  regulations,  no  matter  what 
you  do? 

Mr.  Mitchell.  I  would  hope  some  place  down  the  line,  sir,  that 

you  could  reduce  to  the  very  minimum  the  amount  of  funds  

Mr.  Smith.  That  isn't  my  question. 

My  question  is  there  will  always  be  that.  It  is  a  matter  of  how 
much;  is  that  right? 

Mr.  Mitchell.  I  would  concur. 

Mr.  Smith.  In  addition  to  getting  at  that  10  or  15  percent  that  is 
really  fraud  and  abuse,  what  you  are  trying  to  do  is  to  first  of  all 
determine  the  extent  to  which  the  States  are  not  eligible  for  reim- 
bursements as  a  result  of  having  paid  benefits  that  were  not  within 
the  rules  or  regulations,  that  is  one  of  the  main  things  you  are 
doing;  is  that  right? 

Mr.  Mitchell.  I  would  say  there  are  two  things.  There  is  that 
and  then  there  is  the  one  that  you  hope  to  be  able  to  identify 
improved  ways  of  doing  things  by  which  both  the  States  and  Feder- 
al Government  can  save  money. 

Mr.  Smith.  What  part  of  it  relates  to  the  one  and  what  part  to 
the  other,  in  dollars? 

Say  in  the  last  fiscal  year,  what  would  you  estimate? 

Mr.  Mitchell.  I  can't  give  you  a  number.  I  can  furnish  it  for  the 
record,  sir. 

Mr.  Smith.  You  can  make  an  estimate  as  to  how  much  of  it  is  a 
matter  of  States  being  ineligible  for  reimbursement  as  a  result  of 
allowing  benefits  to  people  who  were  not  eligible. 

Mr.  Mitchell.  We  can  make  an  estimate  of  what  we  consider  to 
be  money  that  would  be  recoverable,  if  you  will,  where  the  State 
didn't  follow  the  rules  or  regulations  as  opposed  to  the  other. 

savings  recoverable  from  the  states 

Mr.  Smith.  How  much  has  been  recovered  in  the  last  full  fiscal 
year  from  the  States? 
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Mr.  Mitchell.  From  the  States,  I  don't  have  that  breakdown.  I 
can  furnish  it  for  the  record. 
[The  information  follows:] 

Reasons  for  Fraud  and  Abuse 

Fraud  and  abuse  due  to  states  not  following  rules  and  regulations:  With  respect  to 
improper  reimbursement  claimed  by  States,  during  fiscal  year  1980  some  $126.5 
million  in  audit  recommended  financial  adjustement  were  concurred  with  by  re- 
sponsible Department  officials.  Of  this  amount,  about  $96.8  million  or  75.5  percent 
related  to  State  administered  programs.  Also,  audit  identified  the  need  for  improved 
operations  which  when  corrected,  will  result  in  additional  savings  of  many  addition- 
al millions  annually.  Overall,  the  items  identifed  in  this  category  will,  when  correct- 
ed, result  in  savings  of  some  $100  million  in  State  administered  programs. 

Mr.  Smith.  What  breakdown  do  you  have? 

Mr.  Mitchell.  Just  the  total;  $123.8  million  in  audit  savings. 

Mr.  Smith.  Recovered  from  all  sources? 

Mr.  Mitchell.  Yes,  sir. 

Mr.  Smith.  What  is  that? 

Mr.  Mitchell.  That  is  $123.8  million. 

Mr.  Smith.  That  is  all  it  is  out  of  $6  billion  or  $7  billion? 
Mr.  Mitchell.  Yes. 

Mr.  Smith.  It  doesn't  sound  like  very  much,  does  it? 
Mr.  Mitchell.  One-hundred  twenty-three  million  sounds  like  a 
lot  to  me. 
Mr.  Smith.  It  is  all  relative. 

Out  of  $6  billion  or  $7  billion  it  doesn't  sound  like  very  much, 
does  it? 

Mr.  Mitchell.  Not  out  of  $6  billion  or  $7  billion. 

Mr.  Smith.  Is  that  fiscal  1980? 

Mr.  Mitchell.  That  is  1980,  yes,  sir. 

Mr.  Smith.  In  fiscal  1980  how  much  do  you  think  was  the  total 
amount  that  could  have  been  recovered  if  you  had  recovered  all  of 
it  that  could  have  been  recovered? 

Mr.  Mitchell.  I  don't  have  that  number  for  that,  sir. 

Mr.  Smith.  It  would  be  in  the  billions,  wouldn't  it? 

Mr.  Mitchell.  Recoverable  dollars,  sir? 

Mr.  Smith.  Yes. 

Mr.  Mitchell.  I  just  don't  know. 

Mr.  Smith.  So  what  are  we  going  to  do  with  block  grants? 

Are  we  going  to  have  it  where  it  would  be  more  difficult  for  you 
to  find  out  how  much  could  be  recovered? 

Mr.  Mitchell.  I  would  say,  Mr.  Smith,  that  under  block  grants 
there  will  be  many  fewer  Federal  rules  and  regulations  for  the 
States  to  abide  by.  States  will  have  a  great  deal  of  discretion  in 
how  they  spend  the  money. 

If  they  spend  the  money  in  accordance  with  their  discretion,  then 
of  course  the  Federal  Government  would  have  no  claim  for  recov- 
ery. 

Mr.  Smith.  It  is  kind  of  difficult  to  violate  a  rule  if  there  isn't 
any  rule;  is  that  what  you  are  saying? 
Mr.  Mitchell.  Very  difficult. 

Mr.  Smith.  So  you  just  take  the  money  and  do  what  you  please; 
don't  worry  about  somebody  recovering  if  you  don't  fulfill  the 
objectives  of  the  legislation. 

Mr.  Mitchell.  If  you  fulfill  the  objectives  of  the  legislation,  yes, 
sir. 
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Mr.  Smith.  That  is  all. 
Mr.  Natcher.  All  right. 

Mr.  Mitchell,  we  want  to  thank  you  and  your  associates  for 
appearing  before  our  committee  at  this  time  in  behalf  of  your 
budget  request  for  fiscal  year  1982. 

Mr.  Mitchell.  Thank  you  very  much,  Mr.  Chairman. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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OIG  VERIFICATION  TECHNIQUES 

Mr.  Porter.  Have  computerized  cross-checking  and  the  use  of 
systems  analysis  and  other  verification  techniques  enabled  you  to 
improve  your  efforts  in  any  significant  degree? 

Mr.  Mitchell.     Yes,   greatly.     A  number  of  multi-disciplined 
approaches  and  the  applications  of  ADP  and  systems  technology  have 
brought  about  a  number  of  projects  such  as  Project  Match,  Project 
Cross-Check,   and  Project  Integrity. 

Project  Match  was  conducted  jointly  by  the  Office  of  the 
Inspector  General  (OIG)  with  the  Social  Security  Administration  (SSA) 
and  State  agencies  in  cooperation  with  State  and  Federal  investiga- 
tive agencies.     This  title  covers  a  series  of  related  projects, 
all  using  computer  techniques  to  detect  fraud  and  error  in  cash 
payment  programs  by  matching  Aid  to  Families  with  Dependent  Children 
(AFDC)  rolls  and  Supplemental  Security  Income  (SSI)  rolls  against 
Federal  employee  rolls,   and  State  AFDC  rolls  against  other  States 
AFDC  rolls.     The  results  have  shown  the  techniques  to  be  valuable. 
Combining  the  results  of  a  series  of  related  projects,   it  is  esti- 
mated that  the  Federal  share  of  savings  (i.e.,   overpayments  elimi- 
nated)  for  the  first  12  months  after  the  welfare  payments  are  reduced 
exceeds  $11.6  million.     Since  the  AFDC  program  is  funded  jointly  by 
the  Federal  Government  and  the  States,   States  should  realize  savings. 
As  shown  below,   savings  are  achieved  not  only  in  the  direct  welfare 
program  payment,  but  in  the  Medicaid  and  Food  Stamps  programs  as  well 

Program  Ineligibles  Overpaid  Total 


AFDC 

Medicaid 
Subtotal 

Food  Stamps 
Total 


$  6,222,397 
2,709,909 

$  8,932,306 
1,417,897 

$10,350,203 


$1,232,982 
$1,232,982 


$  7,455,379 
2,709,909 

$10,165,288 
1,417,897 

$11,583,185 


When  compared  to  the  project  costs  to  the  Department  (about  $2.2 
million  through  December  1979),  we  can  say  that  the  effort  has  proved 
significantly  successful  and  has  paid  for  itself  several  times  over. 

Project  Cross-Check  was  to  identify  Federal  employees  who  appear 
to  be  in  default  on  their  guaranteed  student  loan  (GSL) ,   and  to  take 
action,  where  appropriate  to  accelerate  recoveries  on  these  defaulted 
loans.     This  project  was  implemented  in  three  phases:     Phase  I  was  a 
pilot  project  conducted  in  the  Fall  of  1977  using  HEW' s  own  payroll; 
Phase  II  initiated  in  February  1978,   included  the  entire  Federal 
active  civilian  workforce;  and  Phase  III  was  to  be  directed  at  the 
Federal  active  duty  military  employees  data  base. 

The  results  of  these  cross-checks  identified  10,388  matches  and 
$8.3  million  in  default  student  loans.  This  project  has  been  trans- 
ferred to  the  Department  of  Education. 

Project  Integrity  has  been  a  national  project  conducted  by  OIG 
and  the  Health  Care  Financing  Administration  (HCFA)  with  State  agen- 
cies and  State  and  Federal  investigative  organizations.     This  project 
uses  computers  to  analyze  the  very  large  data  bases  of  payments  to 
Medicaid  providers  in  all  States  to  detect  fraud  or  error.  The 
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project  has  shown  that  the  techniques  are  valuable — more  valuable  we 
believe  as  a  part  of  the  front  end  of  reimbursement  systems  rather 
than  audit  check.     We  have  published  our  lessons  learned  from  this 
project  for  State  use  and  wide  distribution. 

DHHS  DEBT  COLLECTION 

Mr.  Porter.  Government  agencies,  including  the  GAO  are  adept 
at  uncovering  accounts  receivable  amounting  to  millions.  You  men- 
tioned some  HHS  successes  here  on  page  2.  Have  you  had  success  at 
collecting  debts  owed  the  Government? 

Mr.  Mitchell.     As  you  indicated,   the  Inspector  General's  princi- 
pal responsibilities  are  to  identify  monies  held  inappropriately  by 
the  public.     We  have  had  some  success  at  identifying  such  monies, 
but  it  is  not  our  responsibility  to  make  the  actual  collection. 

However,  during  the  past  four  years  the  Department  has  had  a 
four  phase  initiative  underway  to  improve  debt  management  and  collec- 
tion practices.     In  1977  the  Assistant  Secretary-Comptroller  initia- 
ted Phase  I,   a  project  to  control  and  account  for  monetary  audit 
disallowances.  Under  Phase  I  a  standardized  system  was  developed  and 
implemented  with  Department-wide  policies  and  procedures.     This  sys- 
tem was  formally  approved  by  GAO  in  April  1978.     Since  implementation 
of  the  system  and  as  of  December  31,   1980,   the  Department  has  had 
cumulative  collection  of  $173.1  million  in  sustained  monetary  audit 
disallowances . 

In  March  1979  the  Assistant  Secretary  for  Management  and  Budget 
initiated  Phase  II,  a  project  to  control  and  account  for  all  debts 
owed  by  the  public  (other  than  monetary  audit  disallowances).  We 
developed  a  standardized  system,  with  Department-wide  policies  and 
procedures,   and  began  implementation  in  July  1980.     GAO  formally 
approved  the  system  in  September  1980.     During  the  four  months  ended 
December  31,   1980,   the  Department  has  collected  $200  million  of 
debts  owed  by  the  public. 

The  Department  currently  has  underway  Phast  III  which  is  an 
evaluation  of  the  Department's  practices  in  collecting  debts  owed 
by  other  Federal  agencies.     Completion  of  this  effort  is  scheduled 
for  September  30,  1981. 

The  final  Phase  (IV)  will  focus  on  monies  due  from  employees. 
It  is  scheduled  for  completion  in  FY  1982- 

EFFECTS  OF  AUDIT  OPERATIONS 

Mr.  Porter.     You  mentioned  the  OIG  audit  function  recovering  by 
a  multiple  of  three,   the  OIG  operations  cost.     Can  you  estimate  the 
perhaps  less  tangible  effect  your  audit  operations  have  in  combatting 
tendencies  to  fraud  and  abuse? 

Mr.  Mitchell.     Carefully  planned  and  carried-out  audits  always 
produce  desirable,   though  often  intangible  benefits.     Knowing  there 
will  be  an  audit  down  the  line  can  act  as  a  strong  deterrent  to  those 
who  may  be  considering  fraudulent  acts.     This  deterrent  effect,  of 
course,  becomes  intensified  whenever  culprits  are  identified. 
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Even  more  tangible  though  is  audit's  intrinsic  ability  to  evalu- 
ate the  quality  of  management  and  its  internal  controls.     Good  mane 
agement  practices  combined  with  quality  internal  controls  serve  to 
stop  or  hinder  fraud  and  abuse.     To  illustrate:     HHS '  tens-of-thou- 
sands  of  grantees  and  contractors  possess  management  skills  ranging 
from  excellent  to  marginal.     Marginal  management  skills  and  loose 
internal  controls  are  fertile  breeders  of  situations  leading  to  fraud 
and  abuse.     These  conditions  can  and  are  identified  by  audit  for 
management's  attention  and  action.     Problems  can  be  stopped  before 
becoming  serious. 

Also,  often  at  an  audit  site,  we  find  that  Federal  regulations, 
procedures  and  policies  are  simply  not  doing  what  they  were  intended 
to  do.     This  again  leads  to  poor  management  control  and  possible 
fraud  and  abuse  situations.     Many  recommendations  are  made  each  year 
by  audit  that  are  intended  to  correct  such  deficiencies. 

OIG  DEVELOPMENT 

Mr.  Porter.     Just  a  few  years  back,  before  1976,  you  at  HHS 
were  less  well  prepared  to  counter  fraud  and  abuse.     Give  us  a  com- 
parison of  the  Department's  efforts  then  and  now. 

Mr.  Mitchell.     Before  1976,   there  were  no  centralized,  coordina- 
ted efforts  to  fight  fraud  and  abuse  in  the  Department.     Fraud  and 
abuse  units  were  scattered  throughout  the  Department.     The  efforts  of 
a  few  may  have  been  significant,  but  some  major  programs  had  no 
fraud  and  abuse  units,  while  other  units  existed  mostly  on  paper. 
At  the  Departmental  level  there  was  an  Audit  Agency  and  an  Office 
of  Investigations  and  Security  (OIS),  but  they  reported  to  two  dif- 
ferent Assistant  Secretaries.     By  June  1975  the  OIS  had  a  total  of 
10  trained  criminal  investigators  and  a  case  backlog  of  10  years. 
It  could  not  initiate  investigations  without  the  approval  of  the 
Secretary  or  Under  Secretary.     The  Department  had  no  idea  of  the 
extent  of  losses  from  fraud  and  abuse  in  its  programs. 

In  1977  with  the  passage  of  Public  Law  94-505,   the  Office  of 
the  Inspector  General  was  formed.     It  combined  at  the  Department 
level,  professional  audit,   investigative  and  other  analytical  capa- 
bilities into  a  single  cohesive  unit  reporting  to  the  Secretary  and 
the  Congress.     With  the  creation  of  the  Inspector  General's  office, 
the  IG  received  the  power  to  initiate  investigations  and  assessments 
and  assist  investigative  units  at  the  Federal  and  State  level.  OIG 
investigators  now  number  close  to  150.     The  audit  staff  is  over  700. 

An  earlier  activity  of  the  OIG  was  to  assess  the  extent  of  loss 
resulting  from  fraud  and  abuse  in  Departmental  programs,   as  a  basis 
for  identifying  areas  needing  concentrated  attention.  Tremendous 
losses  appeared  to  be  occurring  in  the  health  care  programs.     As  a 
result,   over  the  past  few  years,   significant  resources  have  been 
thrown  into  intensive  efforts  to  curb  losses  in  this  area.     One  of 
these  efforts,  Project  Integrity,   involved  working  with  the  States  to 
identify  aberrant  physicians,   pharmacists  and  other  providers, 
through  computer  screening  and  follow-up  investigations.     Our  primary 
approach  continues  to  be  to  identify  areas  most  fraught  with  fraud 
and  abuse,  and  to  bring  a  unique  combination  of  audit,  investigative 
and  other  analytical  capabilities  to  bear  on  these  areas. 
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OIG  RELATIONSHIP  WITH  JUSTICE  DEPARTMENT 

Mr.  Porter.     Tell  us  what  cooperation  you  have  had  from  the 
Justice  Department? 

Mr.  Mitchell.     This  agency  had  not  experienced  any  difficulties 
regarding  investigative  activities.     The  level  of  cooperation  has 
been  extremely  good.     Our  investigators  have  been  able  to  establish 
good  working  relationships  with  U.S.  Attorneys  on  various  cases  in- 
volving fraud  of  an  HHS  program.     In  addition,  01  special  agents  are 
involved  in  the  Department  of  Justice  White  Collar  Crime  Task  Froces 
in  various  parts  of  the  country.     Close  liaison  is  also  maintained 
with  the  Department  of  Justice  Economic  Crime  Unit  prosecutors 
assigned  to  the  various  jurisdictions. 

Mr.   Porter.     Are  you  satisfied  with  the  number  of  indictments 
returned  by  the  Justice  Department?     Or  is  Justice  too  lenient? 

Mr.  Mitchell.     Although  we  are  satisfied  with  the  number  of 
indictments  prosecuted  by  Department  of  Justice  Attorneys,   staffs  of 
neither  agency  are  fully  satisfied  with  the  number  of  cases  being 
investigated  for  possible  indictments.     It  should  be  noted,  however, 
that  every  effort  is  being  made  to  investigate  and  prosecute  as  many 
indictable  offenses  as  possible. 

COOPERATION  WITH  OTHER  INSPECTOR  GENERAL  OFFICES 

Mr.  Porter.  How  do  you  share,  cooperate  and  exchange  techniques 
and  information  with  the  other  agency  Inspector  General  offices. 

Mr.  Mitchell.     In  the  past,   the  Inspectors  General  participated 
in  an  executive  group  designed  to  share,   cooperate  and  exchange 
techniques  and  information  regarding  the  auditing  or  investigation 
of  programs  alleged  to  be  wasting  substantially  Federal  funds.  This 
function  has  now  been  formalized  by  an  Executive  Order  into  the 
President's  Council  on  Integrity  and  Efficiency,  which  will  meet  on 
a  regular  basis  to  exchange  information  and  techniques  on  reducing 
fraud,  waste  and  mismanagement  in  government. 

MEDICARE /MEDICAID  FRAUD  AND  ABUSE 

Mr.   Porter.     What  are  you  doing  to  crack  down  on  Medicare  and 
Medicaid  fraud  and  abuse? 

Mr.  Mitchell.     A  substantial  percentage  of  the  Office  of  Inspec- 
tor General's  audit  and  investigative  resources  are  devoted  to 
cracking  down  on  Medicare/Medicaid  fraud  and  abuse.     For  example, 
last  year,   the  OIG  Audit  Agency  issued  over  180  audit  reports  recom- 
mending over  $30  million  in  financial  adjustments  for  the  Medicare 
and  Medicaid  programs.     In  addition,   the  Department's  Principal 
Operating  Components  agreed  with  recommended  financial  adjustments 
of  $126  million  contained  in  205  reports,  many  of  which  were  issued 
in  prior  years.     The  Office  of  Investigations  allocates  an  even 
greater  proportion  of  its  staff  to  investigating  cases  associated 
with  Medicare/Medicaid  fraud.     Last  year,   the  01  staff  investigated 
over  400  cases  directly  or  indirectly  related  to  Medicare/Medicaid 
fraud  and  abuse.     The  work  of  the  State  Medicaid  Fraud  Control  Units, 
now  located  in  29  States,   is  another  example  of  cracking  down  on 
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Medicaid  fraud.     Their  resources  are  committed  totally  to  this  effort 
The  1980  Annual  Report  of  the  Inspector  General  of  the  Department  of 
Health  and  Human  Services  will  explain  in  greater  detail  our  activi- 
ties in  this  area. 

MEDICAID  REIMBURSEMENTS  FOR  NON-EFFECTIVE  DRUGS 

Mr.  Porter.     Can't  you  do  something  about  Medicaid  reimburse- 
ments for  drugs  used  which  are  considered  by  the  Food  and  Drug  Ad- 
ministration to  be  useless  or  of  no  benefit,  not  to  say  fraudulent? 
I  understand  we  lose  millions  each  year  on  these  reimbursements. 

Mr.  Mitchell.     Presently,  HHS  is  attempting  to  stop  Medicaid 
reimbursements  for  less  than  effective  drugs  by  two  means.  First, 
the  1962  Drug  Amendments  added  the  requirement  that  drugs  approved 
for  marketing  be  effective  as  well  as  safe.     As  a  result  of  these 
amendments,  FDA  began  a  review  of  drugs  approved  prior  to  the  inclu- 
sion of  efficacy  as  a  criterion  (Drug  Efficacy  Study  Implementation  - 
DESI).     After  a  preliminary  review  of  these  drugs,   in  which  FDA 
classified  them  on  a  scale  from  effective  to  lacking  proof  of  effica- 
cy.    Medicaid  reimbursement  is  available  for  drugs  that  FDA  classi- 
fies as  less  than  effective  but  for  which  a  final  determination  has 
not  been  made.     Once  the  final  determination  is  made  and  the  drug 
is  not  found  to  be  effective,   it  is  removed  from  the  market. 

FDA  has  already  made  a  final  determination  on  almost  90  percent 
of  the  drugs  under  DESI  review.     Therefore,   the  number  of  less  than 
effective  drugs  on  the  market  has  greatly  diminished. 

The  second  mechanism  HHS  has  proposed  to  restrict  Federal  pay- 
ment of  the  cost  of  these  drugs  is  the  imposition  of  the  Medi  Cap. 
States  are  not  required  by  the  Federal  government  to  provide  Medicaid 
reimbursement  for  any  drugs.     Federal  reimbursement  is  available  if 
States  opt  to  provide  this  service.     Therefore,   States  currently  have 
the  option  of  denying  reimbursement  for  any  drugs,   including  those 
considered  to  be  less  than  effective.     Under  the  Administration's 
proposed  cap  on  Medicaid  expenditures,   States  will  have  greater  incen 
tives  to  reduce  Medicaid  program  costs.     Denying  reimbursement  for 
ineffective  drugs  may  be  an  area  they  choose  to  focus  on. 

CHILD  SUPPORT  DEFICIENCIES 

Mr.   Porter.     What  about  Child  Support  deficiencies,   are  you 
cracking  down  on  this?     What  powers  and  techniques  do  you  employ  here 

Mr.  Mitchell.     The  Inspector  General  has  recently  undertaken  an 
assessment  of  the  Child  Support  Enforcement  program.     The  assessment 
examines  the  experiences  of  clients  using  the  service  and  the  State/ 
local  government  officials  managing  the  program  with  regard  to  the 
effectiveness  of  the  Child  Support  Enforcement  (CSE)  program.  More 
specifically  we  are  assessing  services  to  AFDC  and  non-AFDC  clients, 
the  parent  locator  service,   the  relationship  between  the  AFDC  and  CSE 
agencies,   and  the  impact  of  the  CSE  program.     We  expect  to  complete 
a  draft  report  of  findings  which  we  will  send  to  the  Secretary  in 
late  May. 
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NEGLECT  OF  SENIOR  CITIZENS  IN  HEALTH  CARE  FACILITIES  RECEIVING 

MEDICAID 

Mr.  Porter.     The  abuse  of  our  senior  citizens  with  treatment  and 
care  facilities  and  methods  bordering  on  the  fraudulent  is  widespread 
and  amply  documented  on  such  T.V.   programs  as  CBS's  60  Minutes.  What 
operations  are  underway  to  counter  this?     Do  you  require  more  legis- 
lative authority  here? 

Mr.  Mitchell.     From  the  perspective  of  the  Office  of  the  Inspec- 
tor General,   there  is  presently  ample  legislative  authority  to  inves- 
tigate fraud  wherever  it  appears  to  exist  in  department  programs. 
More  importantly,   the  State  Medicaid  Fraud  Control  Units  which  are  a 
part  of  the  Office  of  the  Inspector  General,   are  empowered  to  inves- 
tigate and  prosecute  cases  of  the  abuse  and  neglect  of  patients  in 
facilities  receiving  Medicaid  funds.     Several  of  these  units  have  a 
very  active  and  effective  program.     For  instance,  Texas  just  indicted 
approximately  44  persons  for  criminal  homicide  for  deaths  from  abuse 
and  neglect  in  several  nursing  homes.     New  York  has  long  had  a  large 
and  very  active  staff  for  these  cases.     Present  law,  however,  makes 
these  units  optional  to  the  states  and  many  states  are  not  active 
in  this  area.     At  present,   there  are  29  active  state  units.     We  would 
not  encourage  a  change  in  the  law  at  this  time  because  other  state 
entities  may  be  providing  similiar  services  and  therefore,   the  exis- 
tence of  such  a  unit  would  be  duplicative.     In  addition,   the  OIG's 
Office  of  Investigations  monitors  several  ongoing  investigations 
which  are  presently  being  undertaken  by  other  Federal  or  state 
agencies . 


Wednesday,  April  29,  1981. 

OFFICE  OF  THE  ASSISTANT  SECRETARY  FOR  PLANNING 
AND  EVALUATION 

Policy  Research 

WITNESSES 

STEPHEN  F.  GIBBENS,  PRINCIPAL  DEPUTY  ASSISTANT  SECRETARY 
GERALD  BENNETT,  EXECUTIVE  OFFICER,  OFFICE  OF  THE  ASSISTANT 

SECRETARY  FOR  PLANNING  AND  EVALUATION 
DAVID    LINDEMAN,    ACTING    DEPUTY    ASSISTANT    SECRETARY  FOR 

INCOME  SECURITY  POLICY,  OFFICE  OF  THE  ASSISTANT  SECRETARY 

FOR  PLANNING  AND  EVALUATION 
ANTHONY   ITTEILAG,   ACTING   DEPUTY   ASSISTANT   SECRETARY  FOR 

BUDGET 

JOHN  SCULLY,  DIRECTOR,  DIVISION  OF  OS  BUDGET  SERVICES 

POLICY  RESEARCH 

Mr.  Natcher.  We  take  up  the  Policy  Research  section. 
We  have  before  the  committee  Mr.  Stephen  F.  Gibbens,  Principal 
Assistant  Deputy  Secretary. 

Mr.  Gibbens,  whom  do  you  have  with  you? 

Mr.  Gibbens.  Mr.  Gerald  Bennett,  Executive  Officer,  Office  of  the 
Assistant  Secretary  for  Planning  and  Evaluation;  David  Lindeman, 
Acting  Deputy  Assistant  Secretary  for  Income  Security  Policy, 
Office  of  the  Assistant  Secretary  for  Planning  and  Evaluation; 
Anthony  Itteilag,  Acting  Deputy  Assistant  Secretary  for  Budget, 
and  John  Scully,  Director  of  the  Division  of  OS  Budget  Services. 

Mr.  Natcher.  Glad  to  have  you  all  before  the  committee. 

We  will  insert  your  statement  in  the  record  in  its  entirety. 

[The  statement  of  Mr.  Gibbens  follows:] 
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Secretary    for  Planning  and  Evaluation, 
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From  1975  to  1977  concurrently  worked  in 
the  field  of  international  development 
with  the  Direct  Relief  Foundation,  Santa 
Barbara,  California  and  as  a  consultant 
in  project  design  and  research  for  the 
Center  for  Health  Services  Research, 
University  of  Southern  California  School 
of  Medicine. 

From  1972  to  1975,  Assistant  to  the 
Secretary/  Research,  California  Health 
and  Welfare  Agency. 

From  1970  to  1972,  Assistant  Director, 
California  Department  of  Health  Care 
Services . 

From  1964  to  1970,  Chief,  Data  Processing 
Center  California  Department  of  Public 
Health. 

From  1962  to  1964,  Chief  of  Statistics 
and  Data  Processing,  U.S.  Public  Health 
Service,  National  Dental  Health  Center. 

From  1953  to  1962,  Statistician,  Califor- 
nia Department  of  Public  Health. 

Kalamazoo  College,  University  of  Michi- 
gan 1947. 

University  of  California,  Berkeley, 
1947-1950. 


Mr.  Gibbens  was  born  in  Chatsworth,  Illi- 
nois in  1922.       He  and  his  wife  have 
five  children. 
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Mr.  Chairman  and  Members  of  the  Committee: 

I  am  here  today  to  discuss  Policy  Research  activities  authorized 
under  Section  1110  of  the  Social  Security  Act.  Consistent  with 
the  Administration's  goals  of  protecting  essential  social  pro- 
grams and  reducing  Federal  spending,  our  request  for  fiscal  year 
1982  of  $16,700,000  and  15  positions  represents  a  reduction  of 
$5,300,000   from  the  Fiscal   Year    1981  level  of  $22,000,000. 

General  Purpose 

The  Policy  Research  program  administered  by  my  office  provides 
the  Federal  Government  with  one  of  its  most  important  sources 
of  information  used  in  the  development  of  social  policy  in  the 
United  States.  The  goal  of  the  Policy  Research  program  is  to 
provide  basic  analytic  information  that  can  be  used  by  HHS , 
other  Departments  and  other  offices  in  the  Executive  and  Leg- 
islative Branches  to  evaluate  a  range  of  alternatives  in  the 
development  of  national  choices  in  the  areas  of  income  transfers, 
health  and  social  service  policies  and  tax  treatment  of  transfer 
payments  and  services.  The  program  develops  basic  information 
on  the  income  sources  and  characteristics  of  the  low  income 
population;  on  the  impact  of  existing  and  proposed  programs  on 
that  population;  and  on  the  other  issues  that  cross  HHS  agency 
lines.  It  is  the  only  research  program  that  provides  the  Depart- 
ment with  the  flexibility  to  examine  issues  of  national  policy 
significance  cutting  across  program,  subject  and  agency  lines, 
and  to  study  policy  alternatives  substantially  different  from 
programs  authorized  by  current  law. 

Much  of  the  data  and  cost  estimating  capability  used  by  the 
Department  in  developing  program  reform  proposals  derives 
directly  from  the  Policy  Research  program.  Policy  Research 
supports  a  series  of  computer  simulation  efforts  that  enable  us 
to  estimate  the  cost,  caseload,  regional  effects  and  other 
results  and  side-effects  of  various  tax,  transfer  and  service 
delivery  options.  These  data  models  allow  much  more  comprehen- 
sive analyses  of  policy  options  and  facilitate  more  rapid 
responses  to  inquiries  and  requests. 

I  would  like,  now,  to  discuss  the  achievements  of  several 
major  experimental  and  developmental  Policy  Research  activities. 

The  Seattle-Denver  Income  Maintenance  Experiment  is  a  10  year 
large-scale  field  project  designed  to  measure  the  effects  of 
welfare  payments  on  the  work  effort  of  recipients  and  of  manpower 
training  subsidies  on  the  earnings  and  employability  of  low-wage 
workers.  The  experimental  and  analytic  work  in  this  project  has 
been  completed;  current  efforts  are  devoted  largely  to  completing 
preparation  of  the  final  report  and  other  tasks  related  to  the 
final  closeout  of  these  experiments,  in  FY  1982. 
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The  experiments  demonstrated  that  there  was  relatively  little 
work  reduction  for  men  as  a  result  of  the  guaranteed  income  and 
somewhat  more  for  women  and  youth,  although  new  work  still 
under  review  suggests  that  the  reduction  in  work  by  youth  may 
be  due  largely  to  underreporting  of  earnings.  The  experiments 
also  showed  a  definite  increase  in  marital  dissolution  among 
experimental  families  at  the  lowest  end  of  the  benefit  scale, 
though  the  the  reasons,  are  complex  and  still  not  completely 
understood.  The  manpower  treatment  in  general  resulted  in 
increases   in  training  but   little  ultimate  effect  on  earnings. 

The  Welfare  Administration  Improvement  Studies  consist  of  a  set 
of  projects  that  analyze  the  cost  and  efficiency  of  various  new 
methods  of  welfare  administration.  The  absence  of  consistent 
and  comprehensive  data  on  administrative  performance  has,  in 
the  past,  impaired  the  efforts  of  both  Federal  and  State 
officials  to  develop  policies  and  incentives  to  improve  the 
management  of  the  welfare  system.  These  projects  will  con- 
stitute the  first  systematic  attempt  to  evaluate  administrative 
techniques  and  methods  in  terms  of  their  impact  on  errors  and 
costs . 

The  Monthly  Reporting  Projects,  mandated  by  Congress,  are  part 
of  the  Welfare  Administration  Improvement  Studies  and  are 
designed  to  study  the  impact  of  new  client  reporting  systems 
for  AFDC  and  Food  Stamps.  Projects  in  welfare  offices  in  three 
states  examine  the  effects  of  retrospective  accounting,  monthly 
reporting  and  automated  data  support  systems  on  administrative 
costs,   quality  control  error  rates  and  gross  program  outlays. 

The  Welfare  Administration  Experiments  were  developed  based  on 
initial  findings  from  the  monthly  reporting  projects  that 
indicated  that  substantial  cost  savings  and  service  benefits 
could  be  achieved  by  improving  the  administrative  procedures  of 
welfare  offices. 

These  experiments  will  study  the  cost  effectiveness  of  alterna- 
tive methods  of  performing  individual  administrative  functions, 
including  alternative  approaches  to  the  performance  of  verif- 
ication functions  in  welfare  adminis  tr  at  ion—an  important 
target  area  for  the  development  of  more  effective  error  reduction 
strategies.  Alternative  ways  of  performing  tasks  will  be 
compared  and  evaluated  in  terms  of  the  impact  on  quality 
control  error  rates,  costs  and  the  ability  of  clients  to  deal 
with  the  procedures. 

The  Program  Finance  Study  will  analyze  the  role  of  federal , State 
and  local  governments  in  financing  human  services  programs  and 
the  effect  of  alternative  federal  and  State  financing  roles  on 
the  future  provision  of  human  services.  One  part  of  the  study 
focuses  on  how  federal  policies,  such  as  grants  and  matching 
rates,  affect  State  and  local  government  expenditures.  A 
second  part  involves  the  development  of  an  economic  simulation 
model  to  study  the  effects  of  changes  in  federal  funding 
policies  on  regioaal  production,  employment  and  income. 
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The  Health  Insurance  Study  (RAND  study)  is  a  major  experiment 
designed  to  measure  the  effects  of  different  health  cost  prepay- 
ment and  reimbursement  insurance  plans  on  the  demand  for  medical 
care,  the  quality  of  care  given  and  the  health  status  of  partici- 
pants. Families  at  six  sites  are  assigned  to  insurance  plans 
having  different  coinsurance  rates  and  out-of-pocket  expendi- 
ture ceilings  or  to  a  Health  Maintenance  Organization.  This 
study  will  provide  information  on  how  alternative  cost  sharing 
arrangements  affect  the  demand  for  health  care  services.  The 
study  will  also  permit  evaluation  of  many  other  health  care 
issues,  including  the  quality  of  care  provided  by  Health  Main- 
tenance Organizations  and  the  f ee-f or-service  delivery  systems 
and  the  value  of  preventive  care. 

Interim  results  on  the  effects  of  coinsurance  on  the  utilization 
of  medical  care  have  recently  been  completed  and  measures  of 
health  status  have  been  developed. 

Based  on  1981  planning  work  initiated  with  in-house  resources,  a 
major  new  research  effort  will  be  undertaken  in  1982  to  develop 
and  analyze  data  on  alternative  Health  Competition  proposals. 
Elements  to  be  tested  will  include  increased  consumer  cost- 
sharing,  low  cost  option  selection,  and  --  using  proxies  -- 
alternative  tax  treatments  of  health  insurance  costs. 

Long  Term  Care  research  will  study  ways  in  which  the  government 
can  stimulate  the  private  sector  to  provide  alternatives  to 
nursing  homes,  such  as  congregate  housing-with-services .  Work 
will  also  continue  on  developing  a  computer  simulation  of  the 
Long-Term  Care  system  and  on  identifying  ways  in  which  the 
government  can  support  the  informal  network  of  family  supports 
which  provides  a  substantial  amount  of  long-term  care  services. 

The  Assistant  Secretary  for  Planning  and  Evaluation  (ASPE)  is 
responsible  for  the  overall  development  of  policy  alternatives  in 
long  term  care  and  in  this  capacity  will  continue  to  coordinate 
the  Department's  Long  Term  Care  Demonstration  Program  which  is 
being  funded  by  the  Health  Care  Financing  Administration  and  the 
Administration  on  Aging. 

The  Retirement  Policy  Study  is  a  multi-year  project  focusing  on 
issues  surrounding  retirement,  government  policies  that  affect 
retirement  decisions,  and  other  household  behavior  in  anticipa- 
tion of  retirement.  Research  will  investigate  the  consequences, 
implications  and  interactive  effects  of  changes  in  pension 
policies  and  practices,  potential  changes  in  the  financing  of  the 
Social  Security  program,  and  changes  in  health  status  and  long- 
evity of  the  elderly.  The  study  will  attempt  to  estimate 
disability  trends,  need  for  disability  insurance  and  disability 
and  the  provision  of  medical  services,  the  effect  of  Social 
Security  and  pensions  on  savings  and  related  questions. 
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Conclusion 

In  the  Health  and  Human  Services  area,  policy  choices  have  great 
impact  on  people's  lives  and  great  impact  on  the  Federal  budget. 
It  is  imperative  that  we  make  such  choices  equipped  with  the 
best  information  that  can  be  made  available.  It  is  our  goal  in 
the  Policy  Research  program  to  try  to  predict  future  policy 
choices  and  data  needs  and  to  initiate  investigations  which  will 
make    these    choices,    if   not    easier,    at    least   better  informed. 

POLICY  RESEARCH  FUNDING 

Mr.  Natcher.  Mr.  Gibbens,  funding  for  Policy  Research  has  de- 
clined from  $24  million  in  1980  to  $16.7  million  in  1982. 
Is  the  Secretary  planning  to  phase  out  this  program? 
Mr.  Gibbens.  No,  Sir. 

Mr.  Natcher.  It  will  continue  on  into  the  future? 
Mr.  Gibbens.  Yes. 

Mr.  Natcher.  Since  1974  over  $200  million  has  been  appropri- 
ated for  Policy  Research. 

Have  any  new  officials  of  the  new  Administration  taken  a  look 
at  how  these  funds  were  spent  over  that  period  of  time? 

Mr.  Gibbens.  Yes,  Sir. 

Mr.  Natcher.  A  careful  look? 

Mr.  Gibbens.  Yes.  I  have  looked  at  all  the  projects  we  are  fund- 
ing this  year.  I  have  reviewed  large  expenditures  in  past  years.  I 
know  what  these  are  for.  I  think  the  projects  are  well  worth  the 
money  we  have  spent.  Some  of  the  programs  I  think  have  been 
passed  by  by  history  in  a  sense;  like  the  income  maintenance,  for 
example.  I  think  if  we  were  to  make  that  decision  in  1981  we  would 
not  do  that  experiment.  But  the  others  I  think  were  well  justified. 

Mr.  Natcher.  Mr.  Smith? 

Mr.  Smith.  No  questions. 

Mr.  Natcher.  Mr.  Stokes? 

Mr.  Stokes.  No  questions. 

Mr.  Natcher.  Mr.  Early? 

income  maintenance  experiments 

Mr.  Early.  The  income  maintenance  study  that  you  recently  did; 
the  justification  indicates  a  preliminary  analysis  will  be  undertak- 
en. Can  you  elaborate  on  this? 

Mr.  Gibbens.  I  am  sorry;  We  have  13  projects. 

What  is  that  project? 

Mr.  Early.  In  the  area  of  income  maintenance  and  budget,  the 

justification  shows-  

Mr.  Gibbens.  That  is  the  $300,000  one? 
Mr..  Early.  Right. 

Mr.  Gibbens.  This  experiment  was  started  back  in  1988  and  has 
continued  since  that  time,  This  is  the  last  year  and  there  is  no 
more  experimentation  going  on.  The  $300,000  is  to  put  out  a  final 
report  on  the  project  from  various  research  papers,  critiques,  and 
working  papers;  it  is  all  going  to  be  pulled  together  and  published 
and  disseminated  so  that  the  community  of  people  interested  in 
this  sort  of  work  will  have  all  the  data  available  from  the  study. 


1011 


Mr.  Early.  Why  isn't  the  Department  moving  more  quickly 
toward  completion  of  that  study? 

Mr.  Gibbens.  It  is  completed  except  for  this  reporting.  Often  it 
occurs  that  when  our  budget  has  been  reduced  by  the  Congress  we 
move  sections  of  a  study  to  a  later  date  and  it  extends  the  study 
artificially,  so  to  speak,  from  the  planned  original  completion  date. 

PROGRAM  FINANCE  STUDY 

Mr.  Early.  The  justification  also  indicates  that  a  new  study,  a 
program  finance  study,  will  be  initiated  to  analyze  the  role  of 
Federal,  State  and  local  governments  in  the  financing  of  human 
service  programs,  and  the  effect  of  alternative  financing  arrange- 
ments on  the  provisions  of  human  services  and  on  regional  econom- 
ic conditions  in  State  and  local  budgets. 

Could  you  elaborate  on  that? 

Mr.  Gibbens.  Yes,  thank  you. 

This  study  is  essentially  an  economic  study  that  relates  to  health 
and  human  services  and  the  funding  of  these  programs  by  the 
Federal  Government,  by  State  government  and  by  local  govern- 
ment. 

It  is  a  simulation  study  done  on  a  computer  for  the  most  part. 
We  collect  information  relative  to  the  effects  of  Federal  funding 
changes,  State  funding  changes,  model  this  in  a  computer  and  see 
how  services  to  people  are  changed  as  a  consequence  of  these 
funding  changes. 

This  is  coupled  with  what  is  called  an  input-output  model  in 
which  the  effects  on  the  region's  economy  are  measured  also. 

It  is  sort  of  a  unique  study  in  terms  of  those  we  have  done  in  the 
past  in  that  it  does  use  economic  theory  and  computer  technology 
for  the  simulation  in  order  to  gain  its  end. 

It  is  by  comparison  a  bit  mysterious,  and  I  would  be  delighted  if 
you  have  the  time  or  your  staff  has  the  time  to  go  into  it  in  more 
detail.  It  is  very  difficult  to  try  to  convey  what  some  of  these  things 
do  in  the  short  time  we  have  available  here. 

Mr.  Early.  My  staff  will  get  in  touch  with  you  on  that. 

Mr.  Gibbens.  I  would  be  pleased  to  do  this  with  any  other  studies 
you  are  curious  about  too. 

Mr.  Early.  Fine. 

Thank  you,  Mr.  Chairman. 

Mr.  Natcher.  Thank  you,  Mr.  Gibbens. 

We  want  to  thank  you  and  your  associates  for  appearing  before 
our  committee  at  this  time. 

Mr.  Gibbens.  Thank  you,  Mr.  Chairman. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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WELFARE  REFORM 

Mr.  Natcher.     Is  the  Department  now  developing  a  welfare 
reform  proposal? 

Mr.  Gibbens.     The  Administration  has  submitted  to  the  Congress 
a  far-reaching  proposal  for  changes  in  the  AFDC  program  which 
currently  provides  cash  assistance  to  more  than  ten  million 
individuals  in  3.5  million  families  at  a  cost  to  the  Federal 
government  of  $7  billion  annually.    An  additional  $6  billion  is 
pa!id  from  State  and  local  funds. 

Our  proposals  will  reduce  Federal  costs  by  $1  billion  in  FY 
1982  but  the  major  purpose  of  the  changes  is  to  remedy  some  serious 
flaws  in  equity  —  some  recipients  can  have  much  higher  incomes  than 
self-supporting  families  —  and  to  emphasize  the  program's  purpose  of 
encouraging  independence  and  providing  public  assistance  to  needy 
families  only  as  a  last  resort. 

The  Administration  is  also  proposing  changes  that  will  permit 
the  States  to  be  responsible  for  determining  what  services  among  a 
broad  range  of  education,  health,  social  service  and  emergency 
assistance  programs  are  needed  in  the  State,  and  for  deciding  how 
such  services  will  be  provided.    The  "block  grant"  proposals  which 
grant  Federal  funds  to  States  for  the  same  general  purposes  as  the 
diverse,  narrowly-targeted  programs  they  are  replacing  will  relieve 
States  of  the  burden  of  complying  with  excessive,  detailed  Federal 
regulations,  will  permit  more  efficient  administration  of  services 
and  the  flexibility  to  target  services  where  the  States  and  locali- 
ties determine  they  are  needed. 

We  believe  the  States  should  have  similar  responsibility 
and  flexibility  in  determining  the  needs  of  families  and  individuals 
in  the  State  for  financial  assistance.    We  are  including  this  objec- 
tive in  our  plans  for  future  development  of  the  AFDC  program. 

Mr.  Natcher.    Will  results  of  previous  policy  research  be 
used  in  developing  a  welfare  reform  proposal,  or  will  you  have  to 
conduct  more  studies? 

Mr.  Gibbens.     In  developing  our  present  program  proposals, 
we  have  used  findings  and  insights  from  the  body  of  policy  research 
in  which  the  Department  has  been  involved  in  recent  years  in  areas 
such  as  income  maintenance,  retrospective  accounting,  quality 
control,  and  administration.    Further  research  will  be  useful  in 
testing  alternatives  and  developing  continuing  plans  for  improving 
the  efficiency  and  effectiveness  of  the  Department's  programs. 

POLICY  RESEARCH  PROJECTIONS 

Mr.  Natcher.    How  much  of  the  $16.7  million  request  for  1982  is 
to  continue  existing  projects  and  how  much  is  for  new  projects? 

Mr.  Gibbens.     Two  new  projects  will  be  initiated  in  FY  1982  for 
a  total  of  $1.3  million.     The  Program  Finance  Study  for  $.3  million 
and  the  Health  Competition  Study  for  $1  million.     The  remaining 
budget  request  of  $15.4  million  will  support  existing  projects. 

Mr.  Natcher.    How  many  individual  projects  are  being  supported 
this  year? 
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Mr.  Gibbens.     In  FY  1981  twelve  project  areas  will  be  supported 
in  Policy  Research. 

PROGRAM  FINANCE  STUDY 

Mr.  Natcher.    According  to  your  budget,  you  are  proposing  to 
begin  a  new  "program  finance  study."    Why  is  it  necessary  to  start 
this  in  a  tight  budget  year? 

Mr.  Gibbens.    There  are  actually  two  related  projects — a  Grant- 
in-Aid  Study  and  a  Regional  Policy  Impact  Study.    The  two  studies 
were  combined  under  one  heading  to  comply  with  internal  ASPE  guide- 
lines.    The  Grant-in-AId  Study  has  been  funded  using  cross-cutting 
evaluation  funds  since  FY  1979.     Future  funding  will  be  from  the  same 
source. 

In  contrast,  the  Regional  Policy  Impact  Study  was  begun  in  FY 
1980  using  $200,000  of  reallocated  Policy  Research  funds  and  an 
interagency  transfer  (from  H.U.D.)  of  $20,000  to  fund  a  six-month 
planning  grant.     The  grant  was  awarded  to  design  a  computer  simula- 
tion model  capable  of  estimating  the  full  direct  and  induced  regional 
effects  of  changes  in  federal  tax  and  transfer  policy  on  employment, 
production,  and  family  incomes.     Because  of  the  wide  potential 
usefulness  of  such  a  model,  substantial  visibility  across  the  govern- 
ment has  been  achieved,  and  an  interagency  advisory  panel  has  been 
established.    Panel  meetings  have  been  attended  by  representatives 
from  the  Office  of  Management  and  Budget,  and  the  Departments  of 
Agriculture  (Food  and  Nutrition  Service),  Commerce  (both  the  Bureau 
of  Economic  Analysis  and  the  Economic  Development  Administration), 
Energy,  Labor,  and  Transportation.  The  Congressional  Budget  Office 
has  been  asked  to  participate  in  future  meetings.     During  FY  1981, 
HHS  used  $450,000  of  Policy  Research  funds  and  a  $150,000  interagency 
transfer  from  EDA  to  fund  a  continuation  of  the  grant  to  begin  model 
development.     Vital  data  assembly  for  the  model  is  to  be  funded 
concurrently  by  cross-cutting  evaluation  funds. 

The  potential  usefulness  of  the  model  Is  illustrated  by  the 
recent  attempt  by  0MB  to  present  to  the  Congress  and  the  public, 
estimates  of  the  regional  impacts  of  the  President's  proposed  budget 
reductions  for  FY  1982.  This  model  will  provide  a  vehicle  for  replac- 
ing such  admittedly  ad  hoc  procedures  and  could  provide  such  detail 
on  a  wide  variety  of  proposed  federal  tax  and  expenditure  changes  on 
a  systematic  basis.     0MB  has  already  discussed  with  HHS  the 
importance  of  having  an  intermediate  working  model  for  use  in  the  FY 
1985  budget  process  (initiated  approximately  April  1983). 
Consequently,  it  is  important  to  maintain  the  funding  for  this 
study. 

INCOME  MAINTENANCE  EXPERIMENTS 

Mr.  Natcher.    What  is  the  current  status  of  the  Seattle-Denver 
income  maintenance  experiment? 

Mr.  Gibbens.    We  are  in  the  process  of  completing  the  final 
report.  This  will  be  produced  as  a  book  with  backup  materials 
summarizing  the  major  findings  of  the  experiment.     It  is  our 
intention  to  make  this  report  in  such  a  way  as  to  be  useful  to 
policy  makers  as  well  as  research  scientists. 
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Mr.  Natcher.    Are  you  going  to  have  to  conduct  more  studies 
to  analyze  the  results  of  this  experiment? 

Mr.  Gibbens.    We  are  finished  with  all  analyses  of  the 
experiment  itself .     The  experiment  did  generate  a  very  large 
and  valuable  data  base  which  should  be  of  interest  to  researchers 
on  a  variety  of  related  topics.  We  would  hope  that  research  on 
poverty  continues  to  be  undertaken  using  these  data. 

HEALTH  COMPETITION 

Mr.  Natcher.    Will  you  describe  what  you  have  in  mind  with 
the  request  of  $1  million  for  "health  competition"? 

Mr.  Gibbens.     Competition  strategies  for  controlling  health 
care  inflation  and  improving  the  efficiency  of  health  care  delivery 
include  measures  to  provide  for  and  encourage  employee  choice 
among  a  variety  of  competing  health  care  plans.  These  include  HMO 
and  other  pre-paid  group  plans.    A  number  of  approaches  for 
widening  consumer  choices  and  sharpening  consumer  and  provider 
incentive  are  already  being  tested  in  the  private  sector.  Approxi- 
mately one-fourth  of  the  requested  $1  million  would  be  allocated 
to  evaluating  a  selected  number  of  employer  plans  to  determine  the 
relative  effectiveness  of  various  choice  features. 

Applying  the  principles  of  consumer  choice  to  the  Medicare 
and  other  subsidized  groups  requires  the  use  of  some  type  of 
voucher  or  voucher-like  system.     Under  a  voucher  system,  individuals 
would  be  able  to  select  from  alternative  plans,  including  prepaid 
group  plans.     The  Government's  contribution  would  be  the  same 
whichever  plan  was  selected.    Approximately  three-fourths  of  the 
$1  million  will  be  applied  to  the  design  and  preliminary  implement- 
ation of  a  multi-year  demonstration  to  identify  more  effective  and 
administratively  practical  voucher  systems. 

HEALTH  INSURANCE  EXPERIMENT 

Mr.  Natcher.    When  will  the  health  Insurance  experiment  be 
completed? 

Mr.  Gibbens.     The  last  experimental  participant  leaves  the 
experiment  in  January  1982.     Collection  of  claims  data  and 
data  processing  will  continue  during  the  following  year.    Most  of 
the  analytical  work  is  expected  to  be  completed  and  most  of  the 
final  reports  submitted  by  the  end  of  fiscal  year  1984. 

Mr.  Natcher.    What  was  the  basic  reason  for  conducting  the 
experiment? 

Mr.  Gibbens.     The  Health  Insurance  Experiment  is  a  long 
term  social  experiment  designed  to  address  the  national  debate 
regarding  the  impact  and  desirability  of  cost  sharing  for  financing 
health  care  expenditures.     The  major  objectives  of  the  experiment 
are  to  address  the  following  policy  issues:  the  extent  to  which 
cost-sharing  affects  utilization  of  health  care,  health  status  and 
the  quality  of  care  received;  the  extent  to  which  the  poor  are 
affected  differently  than  the  middle  class,  Blacks  differently 
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than  whites  and  children  than  adults;  the  extent  to  which  Prepaid 
Group  Practices  (Health  Maintenance  Organizations)  deliver  cheaper 
care,  controlling  for  population  characteristics,  affect  health 
status  or  quality  of  care  differently  than  f ee-f or-service  plans, 
and  attract  better  health  risks  (self-selection  of  participants); 
the  problems  associated  with  administration  of  family-income-based 
limits  on  out-of-pocket  expenditures  for  health  care;  and  such 
other  issues  as  definition  and  tracking  of  family  unit,  definition 
of  family  income,  and  definition  of  accounting  period;  the  supply 
response  to  a  large  increase  in  demand  that  would  increase  the 
wait  for  an  appointment;  changes  in  revisit  rates;  changes  in  the 
case-mix  seen  by  doctors;  changes  in  the  length  of  visits;  and 
changes  in  telephone  contacts. 

Non-experimental  data  was  judged  insufficient  to  address 
these  stated  objectives  because  of  insufficient  variation  in 
cost-sharing  arrangements;  because  all  health  care  services  of 
interest  for  public  policy  are  not  generally  covered  under  existing 
policies;    because  self-selection,  the  tendency  for  those  who 
expect  heavy  use  to  purchase  more  generous  policies,  could  impart 
bias  to  estimates  from  non-experimental  data;  and  because  evalua- 
tion of  the  effect  of  variation  in  utilization  on  health  status 
requires  monitoring  behavior  over  time  rather  than  a  one  time 
survey. 

VALUE  OF  MONEY  INVESTED 

Mr.  Natcher.     Hasn't  most  of  the  money  invested  in  this 
experiment  been  wasted? 

Mr.  Gibbens.    The  money  has  not  been  wasted,  it  has  contri- 
buted to  the  progress  of  the  study.    The  Health  Insurance  Experi- 
ment (HIE)  was  initiated  as  a  long-term  social  experiment  and  the 
data  collection  and  processing  are  proceeding  on  schedule. 

Much  analysis  of  non-experimental  data  was  completed  during 
the  early  years  of  the  study  and  has  been  used  in  the  national 
debate  with  respect  to  health  care  financing.     Some  expected 
policy  applications  of  the  results  of  the  experiment  include,  for 
example : 

(1)    Insurance  Utilization  Patterns  -    Recent  legislative 
proposals  place  considerable  emphasis  on  consumer  choice  of 
insurance  plan  and  competition  as  methods  of  holding  down  the  rise 
in  health  care  costs.    Most  of  the  experimental  results  are 
directly  applicable  to  the  debate  with  respect  to  such  proposals. 
The  study  is  collecting  complete  information  on  the  pre-experiment- 
al  insurance  policies  of  participants  and  on  participants' 
knowledge  about  their  insurance  coverage.     Upon  exit  from  the 
study  information  on  preference  for  insurance  will  be  collected. 
Perception  of  health  status,  satisfaction  with  care  received  and 
choice  of  provider  are  being  investigated  by  the  Health  Insurance 
Experiment  (HIE).     Such  research  should  contribute  to  an  understand- 
ing of  how  consumer  choice  plans  might  operate.  The  HIE  is  the 
only  study  to  assign  individuals  randomly  to  a  Health  Maintenance 
Organization  (HMO).     Consequently  it  should  provide  unique 
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evidence  on  a  major  argument  with  respect  to  competition 
proposals,  namely,  whether  HMOs  achieve  their  savings 
by  discriminating  against  poor  health  risks. 

(2)  Demand  for  Care  -  The  measured  degree  to  which  different 
levels  of  copayment  result  in  different  levels  of  use  of  medical 
services . 

(3)  The  quality  of  care  received  by  the  poor  -  The  HIE 
will  make  it  possible  to  determine  whether  the  quality  of  medical 
care  received  by  the  poor  differs  from  that  received  by  the  rest 

of  the  population  and  if  so,  whether  different  insurance,  different 
treatment  by  providers,  or  different  providers  are  responsible. 

(4)  Health  manpower  policies  -  By  permitting  measurement 
of  the  quality  of  care  provided  by  foreign  medical  graduates, 
older  physicians,  and  members  of  various  specialities,  the 
Health  Insurance  Study  will  make  possible  an  evaluation  of  the 
usefulness  of  various  training  and  licensure  policies. 

(5)  Preventive  care  -  The  Health  Insurance  Study  will 
provide  the  only  controlled  study  of  the  effects  of  a  multiphasic 
screening  examination  on  subsequent  utilization  of  medical  care 
and  health  status  in  the  general  population. 

(6)  Alternative  delivery  systems  -  Differences  in  utiliza- 
tion of  medical  care,  quality  of  care,  and  health  status  of 
participants  between  a  Health  Maintenance  Organization  and  the 
fee-for  service  delivery  system  will  be  examined. 
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DIVISION  OF  SPANISH  SURNAMED  AMERICANS 

Mr.  Roybal.     Please  list  the  accomplishments  of  the  Division  of 
Spanish  Surnamed  Americans  for  FY  1981.    What  activities  are  planned 
by  this  office  for  FY  1982? 

Mr.  Gibbens.     During  Fiscal  Year  1981,  the  Division  of  Spanish 
Surnamed  Americans  (DSSA)  completed  four  projects:  the  Evaluation  and 
Identification  of  Policy  Issues  in  the  Cuban  Community;  the  Office 
for  Civil  Rights  Investigation  of  the  Impact  of  Closure  of  New  York 
City  Hospitals;  development  of  the  Department's  Hispanic  Initiative 
on  Employment;  and  development  of  DHHS's  Hispanic  Data  Collection  and 
Analysis  Plan. 

Additionally,  during  FY  1981  DSSA  staff  worked  on  some  on-going 
projects:  Demographic  Change,  Estimates  and  Projections  of  the 
Hispanic  Population  and  Their  Implications  for  DHHS  Programs;  Evalua- 
tion of  Mental  Health  and  Aging  Service  Projects  to  Asian/  Pacific 
and  Hispanic  Americans;  Planning  and  Development  of  the  Hispanic 
Health  Examination  and  Nutrition  Survey  (HHANES);  and  HHS  activities 
in  support  of  the  Select  Commission  on  Immigration  and  Refugee  Policy 
and  the  President's  Interagency  Task  Force  on  Immigration  and  Refugee 
Policy. 

During  FY  1981,  DSSA  also  provided  technical  assistance  to  the 
Secretary's  Migrant  Farmworkers'  Initiative  planning  group  and 
responded  to  numerous  Inquiries  from  Hispanic  individuals  and  organ- 
izations for  information  about  Hispanic  health  and  human  service 
issues. 

DSSA's  plans  for  FY  1982  are  to  complete  the  Demographic 
Change  study,  initiate  a  study  of  the  socioeconomic  characteristics 
of  major  minorities  based  on  the  1980  Census,  monitor  progress  on 
HHANES,  and  support  the  Office  of  the  Secretary  in  analysis  tasks 
contributing  to  the  Executive  Office  and  Congressional  debate  on 
immigration  and  refugee  policy. 

Mr.  Roybal.    How  much  was  this  Division  budgeted  in  FY  1981  and 
how  much  will  it  be  budgeted  in  FY  1982? 

Mr.  Gibbens.    While  we  do  not  budget  policy  research  money  by 
divisions,  DSSA  is  conducting  the  Demographic  Changes  Study  mentioned 
earlier  using  $220,000  in  policy  research  and  evaluation  funds  from 
FY  1980.     This  project  will  be  completed  in  March  1982. 

Mr.  Roybal.     How  many  full  time  personnel  did  the  Division  of 
Spanish  Surnamed  Americans  have  in  FY  1981  and  how  many  will  it  have 
in  FY  1982? 

Mr.  Gibbens.     DSSA  has  a  full  time  staff  of  two  people  in  FY 
1981.  The  FY  1982  request  provides  support  for  a  staff  of  two  people. 

DATA  ON  LOW  INCOME  POPULATION 

Mr.  Roybal.     In  the  Justifications  you  state  that  the  Office 
of  Policy  Research  is  the  major  source  of  characteristics  of  the  low 
income  population.    What  percentage  of  the  low  income  population  is 
Hispanic?  Has  this  percentage  increased  between  1970  and  1980? 
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Mr.  Gibbens.     Detailed  data  on  the  1980  social  characteristics 
of  the  Spanish  Origin  population  are  not  available  from  the  Census 
yet,  so  it  is  not  possible  to  provide  you  with  income  information  for 
1980.    Earlier  data,  for  the  years  1973-1979,  are  available,  however. 
These  figures  are  illustrated  in  Table  1. 

Table  1.  Family  Poverty  Rate  (%)  1973  to  1979  for  Total,  Mexican 
 American,  and  Puerto  Rican  Populations  


1973        1974        1975        1976        1977  1979 


Total  Population  11.3  11.6  12.3  11.8  11.6  12.1 
Mexican  American  23.5  24.3  28.6  24.2  21.1  18.6 
Puerto  Ricans  34.1        32.6        35.9        40.4  38.8   


Source:     U.S.  Bureau  of  the  Census,  Current  Population  Reports, 
Series  P-60,  Nos.  91,  102,  106,  115,  119,  "Characteristics  of  the 
Population  Below  the  Poverty  Level  "1973-77.    Washington,  D.C.:  GPO. 
and  "Persons  of  Spanish  Origin  in  the  United  States:    March  1979," 
Series  P-20,  No.  354,  Washington,  D.C.:  GPO. 


In  the  years  since  1973,  the  poverty  rates  of  the  total  population 
have  remained  relatively  constant.     The  rates  for  Mexican  Americans 
has  decreased  overall  from  1973  to  1979  but  they  are  still  signifi- 
cantly larger  than  those  of  the  total  population.     The  most  signifi- 
cant disparity  exists  between  the  total  population  and  the  Puerto 
Ricans.     Since  1973  mainland  Puerto  Ricans  (these  figures  do  not 
include  residents  of  the  island)  have  been  experiencing  poverty  at 
more  than  three  times  the  rate  of  the  total  population.  The  poverty 
rate  for  Puerto  Ricans  has  increased  between  1973  and  1977  (the  last 
year  for  which  Puerto  Rican  data  was  available). 

Mr.  Roybal.  Is  minority  data,  such  as  numbers  of  low  income 
Hispanics  and  Blacks,  available  and  utilized  by  ASPE  in  projecting 
impacts  of  new  HHS  policies  on  low  income  populations? 

Mr.  Gibbens.     Minority  data,  such  as  the  numbers  of  low-income 
Hispanics  and  Blacks,  are  available  from  a  number  of  sources.  In 
analyzing  the  effect  of  proposed  policies  ASPE  has  made  use  of  these 
data.     Our  major  policy  interest,  however,  has  led  us  to  examine  the 
effect  of  alternative  policies  on  such  factors  as  the  total  number  of 
people  in  poverty,  the  various  income  strata  within  the  low-income 
population,  State  and  local  government  expenditures,  and  other 
programs  such  as  Medicaid  and  Food  Stamps. 

INCOME  GAP 

Mr.  Roybal.     I've  been  told  that  the  income  gap  between 
Hispanic  and  majority  families  has  actually  increased  between  1970 
and  1980.     Is  this  true?    What  are  the  exact  figures? 

Mr.  Gibbens.     It  is  true  that  the  income  gap  between  Hispanic 
and  majority  families  has  increased.    On  Table  2,  the  median  family 
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incomes  in  1970  and  1979  for  both  populations  are  compared. 

Table  2.    Median  Family  Income  of  Spanish  Origin,  Mexican, 

Puerto  Rican,  Cuban  and  Total  Population,  1970  and  1979. 


Spanish  Mexican  Puerto  Cuban  Total 

Year              Origin  Rican  U.S.  Pop, 

1970(1)      $  7,348  $  6,962  $  6,165  $  8,529  $  9,867(3) 

1979(2)        12,566  12,835  8,282  15,326  19,684(4) 


Sources:     U.S.  Bureau  of  the  Census: 

1.  Census  of  Population:     1970,  Subject  Reports,  Final 
Report  PC  (2)-lC,  "Persons  of  Spanish  Origin,"  Table 
10,  p. 121; 

2.  Current  Population  Reports,  Series  P-20,  No.  354, 
"Persons  of  Spanish  Origin  in  the  United  States:  March 
1979,"  Table  P,  p. 14; 

3.  Statistical  Abstacts  of  the  United  States,  100th 
edition,  1979,  Table  734,  p. 448; 

4.  Current  Population  Reports,  Series  P-60,  No.  125, 
"Money  Income  and  Poverty  Status  of  Families  and 
Persons  in  the  United  States:  1979  (Advance  Report)," 
Table  B,  p. 2. 


In  1970,  there  was  a  difference  of  $2,519  between  the  total  popula- 
tion median  family  income  and  the  Spanish  Origin  median  family 
income.  By  1979,  this  difference  had  increased  to  $7,118.     This  same 
pattern  exists  for  all  the  major  Hispanic  subpopulations ,  with  the 
most  severe  gap  being  between  the  total  population  and  the  Puerto 
Ricans.     The  median  family  income  difference  between  these  two 
populations  increased  from  $3,702  in  1970  to  $11,402  in  1979. 

HISPANIC  STUDIES 

Mr.  Roybal.     The  Hispanic  population  grew  by  60%  between  1970 
and  1980.     The  population  at  large  in  this  country  grew  by  9%.  What 
are  the  implications  of  the  growth  and  apparent  continued  growth  of 
this  minority  on  HHS  policies.     Also,  and  what  funds  does  the  Office 
of  the  Assistant  Secretary  for  Planning  and  Evaluation  plan  to 
allocate  to  the  study  of  the  growth  of  the  Hispanic  population  and 
its  impact  on  HHS  policies? 

Mr.  Gibbens.    Mr.  Roybal  you  have  asked  two  questions  here  that 
I  would  like  to  address  together.     DSSA  awarded  a  contract  in 
September  1980  to  study  the  "Changes,  Estimates,  and  Projections  of 
the  Hispanic  Population  and  Its  Implications  for  HHS  programs".  This 
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study  was  initiated  in  order  to  assess  the  prediction  that  Hispanics 
shortly  will  become  the  largest  minority  in  the  U.S.  and  to  begin 
analyzing  the  implications  of  Hispanic  population  change  for  HHS. 
Phase  I  of  this  study  has  been  completed.  During  that  phase  we 
learned  that  the  60%  growth  in  the  Hispanic  population  over  the  last 
ten  years  was  caused  by  three  factors:  (1)  fertility,  (2)  net 
immigration,  both  legal  and  illegal,  and  (3)  improved  coverage  of  the 
Hispanic  population  by  the  Census  Bureau.     Phase  II  will  provide  the 
first  projection  of  the  Hispanic  population  developed  by  professional 
demographers.  In  addition  ASPE  will  have  the  first  analysis  of  the 
implications  of  Hispanic  growth  for  HHS  programs  and  policies. 

Mr.  Roybal.    What  specific  studies  are  part  of  ASPE's  long- 
range  planning  focusing  on  Hispanics  and  other  low-income 
minorities? 

Mr.  Gibbens.    ASPE's  micro-simulation  models  of  the  existing 
major  income  transfer  programs,  e.g.  SSI,  food  stamps,  AFDC,  etc., 
have  the  capability  for  providing  analysis  of  the  Impact  on  the 
low-income  minority  populations.     The  same  is  true  of  a  major  model 
being  developed  for  ASPE  at  Boston  College  which  will  forecast 
secondary  economic  impacts  of  any  major  government  policy  shift  in 
transfer  programs  such  as  block  granting.    Additionally,  race  and 
ethnicity  is  a  variable  of  interest  in  a  number  of  current  and 
proposed  ASPE  projects  such  as  studies  of  the  disabled  and  studies  on 
occupants  of  board  and  care  houses. 

POVERTY  RESEARCH  CENTER 

Mr.  Roybal.    You  are  planning  to  reduce  the  Poverty  Research 
Center  by  one  third  funding  in  FY  1982.    What  specific  studies  will 
not  be  undertaken  because  of  this  reduction? 

Mr.  Gibbens.     The  funding  for  the  Poverty  Research  Center  will 
support  a  broad  program  of  research  in  two  areas.     The  first  area  is 
concerned  with  the  determinants  of  the  statistical  incidence  of 
poverty,  and  includes  four  interrelated  lines  of  research:  measuring 
changes  in  poverty  incidence;  explaining  changes  in  the  earnings 
distribution;  explaining  changes  in  family  structure;  and  explaining 
changes  in  social  welfare  policy.     The  second  area  concerns  income 
mobility  and  life  experiences  of  the  poor  and  includes  three  lines  of 
research:     factors  which  affect  changes  in  family  income  over  time; 
factors  which  affect  changes  in  family  income  from  one  generation  to 
the  next;  and  studies  of  the  day-to-day  life  of  the  poor. 

We  do  not  believe  a  reduction  in  funding  will  reduce  the 
ability  of  the  Center  to  undertake  critical  studies  in  these  areas  of 
research. 
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REDUCTION  IN  BUDGET 

Mr,  Roybal.     The  Assistant  Secretary  for  Planning  and  Evalua- 
tion's budget  has  been  reduced  by  close  to  40  percent  in  the  last 
several  years.     Does  this  reflect  a  shift  by  the  Department  from  long 
range  research  or  is  policy  research  being  carried  out  by  other 
agencies  within  HHS? 

Mr.  Gibbens.     The  reduction  in  the  Policy  Research  budget  re- 
flects several  factors.     First,  the  very  expensive  social  experi- 
ments in  the  areas  of  welfare  and  health  insurance  are  nearing  com- 
pletion, with  no  equally  large  projects  proposed  to  replace  them. 
Second,  in  at  least  one  policy  research  area,  long  term  care,  the 
major  funding  was  provided  in  other  agency  budgets.     Third,  the 
FY  1982  request  for  Policy  Research  and  many  other  research  programs 
reflects  the  desire  of  the  Administration  to  hold  down  or  decrease 
wherever  possible  discretionary  Federal  spending. 

DUPLICATIVE  RESEARCH 

Mr.   Roybal.     What  are  the  results  of  the  ASPE  planned  study  on 
duplicative  research  within  the  Department  that  it  was  planning  last 
year? 

Mr.  Gibbens.     ASPE  requires  that  HHS  research  agencies  develop 
complete  research  plans  each  year.     These  plans  are  reviewed  by  ASPE 
staff,  who  look  not  only  for  duplication,  but  also  for  opportunities 
to  make  constructive  suggestions  as  to  research  priorities  and  de- 
sign.    This  planning  process  is  complimented  by  a  great  deal  of  day- 
to-day  coordination  across  the  Department  in  which  researchers  in 
particular  areas  communicate  with  their  peers  on  individual  project 
design,   review  panels,   dissemination,  and  through  other  coordinative 
activities.     As  a  result,  the  plan  review  process  eliminates  most 
duplication.     When  however,  a  duplicative  project  proposal  is  found, 
we  take  steps  with  the  agency  staff  to  develop  an  alternative. 

HEALTH  RESEARCH 

Mr.  Roybal.     One  of  the  studies  you  plan  in  FY  1982  is  on  health 
competition.     Does  this  mean  that  no  data  exists  on  the  effects  on 
health  care  costs  of  the  Administration's  proposal  to  eliminate 
health  planning  and  PSRO's? 

Mr.  Gibbens.     As  part  of  our  policy  research  efforts,  ASPE  is 
examining  the  impact  of  competitive  incentives  on  employee  choice  of 
health  plans  and  on  health  care  costs.     The  specific  project  to  which 
you  refer  is  designed  to  provide  additional  empirical  information  on 
these  issues,   in  order  to  further  inform  consideration  of  competi- 
tive alternatives  in  promoting  health  care  service  reform. 

This  ASPE  policy  research  does  not  address  questions  of  health 
planning  or  PSRO's.     There  is  a  considerable  amount  of  information 
which  indicates  that  neither  of  these  programs  has  had  major  positive 
effects  in  reducing  health  care  costs.     It  is  for  this  reason  that 
the  Administration  has  proposed  to  phase  out  the  two  programs. 


Wednesday,  April  29,  1981. 
OFFICE  OF  CIVIL  RIGHTS 
WITNESSES 

PAUL  R.  KRETCHMAR,  ACTING  DIRECTOR 

ALBERT  HAMLIN,  ASSISTANT  GENERAL  COUNSEL,  CIVIL  RIGHTS, 
OFFICE  OF  THE  GENERAL  COUNSEL 

WILLIAM  VAN  DEN  TOORN,  DIRECTOR,  INTERGOVERNMENTAL  AF- 
FAIRS, OFFICE  FOR  CIVIL  RIGHTS 

ANTHONY  ITTEILAG,  ACTING  DEPUTY  ASSISTANT  SECRETARY  FOR 
BUDGET 

JOHN  SCULLY,  DIRECTOR,  DIVISION  OF  OS  BUDGET  SERVICES 


OFFICE  FOR  CIVIL  RIGHTS 

Mr.  Natcher.  We  take  up  next  the  Office  of  Civil  Rights. 
We  have  Mr.  Paul  R.  Kretchmar,  the  Acting  Director. 
Mr.  Kretchmar,  you  have  one  or  two  gentlemen  with  you. 
Mr.  Kretchmar.  Thank  you,  Mr.  Chairman. 
Mr.  Natcher.  Go  right  ahead. 

Mr.  Kretchmar.  On  my  left  is  Mr.  Bill  van  den  Toorn,  Director, 
Intergovernmental  Affairs,  Office  of  Civil  Rights;  Mr.  Al  Hamlin, 
Assistant  General  Counsel,  Civil  Rights,  Office  of  the  General 
Counsel. 

Mr.  Natcher.  Gentlemen,  we  are  delighted  to  have  all  of  you 
before  the  committee. 

We  have  examined  your  statement,  Mr.  Kretchmar. 
We  are  going  to  insert  the  statement  in  the  record  in  its  entirety. 
[The  statement  of  Mr.  Kretchmar  follows:] 
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Mr.  Chairman  and  Members  of  the  Subcommittee: 


I  appreciate     the  opportunity  to  present  the  fiscal  year  1982 
budget  request  for  the  Office  for  Civil  Rights. 

We  are  requesting  $18,139,000  and  524  positions.     In  addition, 
$2,350,000  would  be  transferred  from  the  Social  Security  Trust  Funds. 

The  revised  fiscal  year  1982  request  represents  a  reduction  of 
$897,000  and  66  positions  below  the  fiscal  year  1981  estimate.  This 
reflects  reductions  proposed  by  the  Administration  in  health  and 
jhuman  services  programs  and  is  consistent  with  the  effort  to  reduce 
the  Federal  budget. 

Compliance  Responsibility 

The  Office  for  Civil  Rights   (OCR)  is  the  principal  agency 
responsible  for  enforcing  the  nondiscrimination  laws  in  health  and 
human  services  programs.     Approximately  93  million  persons  partici- 
pate in  these  federally  assisted  programs  and  thus  are  protected 
against  discrimination  on  grounds  of  race,  color,  national  origin, 
handicap,  and  age.     There  are  about  740,000  recipients  of  Department 
funds  subject  to  the  civil  rights  laws.     OCR's  responsibility  is  to 
ensure  that  all  providers  are  aware  of  their  civil  rights  obligations 
and  have  taken  the  necessary  steps  to  comply. 

In  additon,  as  of  December  8,  1980,  OCR  was  delegated  the 
responsibility  to  enforce  the  community  service  assurance  undertaken 
by  hospitals  and  other  facilities  that  received  funds  under  Title  VI 
or  Title  XVI  of  the  Public  Health  Service  Act.     This  provision 
obligates  such  facilities  to  make  health  care  services  available  to 
all  persons  residing  in  the  service  area  without  discrimination  on 
grounds  of  race,   color,  national  origin,  creed,  or  any  other  ground 
unrelated  to  an  individual's  need  for  service. 

OCR  and  the  Office  of  General  Counsel  are  also  responsible  for 
carrying  out  various  government-wide  coordination  functions  under 
the  Age  Discrimination  Act  of  1975.     Under  the  Act,   the  Department 
of  Health  and  Human  Services  is  responsible  for  reviewing  agency 
implementing  regulations  and  for  preparing  an  annual  report  to  the 
Congress  reviewing  the  steps  that  have  been  taken  to  enforce  the  Act. 

To  enforce  the  nondiscrimination  statutes,  OCR  investigates 
discrimination  complaints  filed  by  citizens,   conducts  compliance 
reviews,  and  provides  technical  assistance  so  that  providers  will  be 
able  to  comply  with  the  law  on  a  voluntary  basis. 

Complaint  Investigations 

Under  the  implementing  regulations  OCR  is  committed  to  address 
each  citizen  complaint  of  discrimination  in  a  timely  manner.  In 
addition,   in  recent  cases  the  Federal  courts  have  held  that 
compliance  agencies  are  obligated  to  take  action  when  information 
indicating  possible  noncompliance  with  the  civil  rights  laws  is 
submitted.     Finally,   the  Department  of  Justice,  which  coordinates 
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civil  rights  enforcement  govern men twide ,   requires  each  compliance 
agency  such  as  OCR  to  promptly  resolve  complaints  alleging  race, 
color,   or  national  origin  discrimination  in  federally  assisted 
programs . 

Since  1972  the  number  of  discrimination  complaints  filed  with 
OCR  has  risen  annually  from  400  complaints  to  1,776  new  complaints 
received  in  FY  1980.     Based  on  this  trend  and  first  quarter 
receipts,   the  number  of  new  complaints  submitted  to  OCR  in  FY  1981 
will  probably  approach  1,900.     Hence  the  total  workload  in  FY  1981 
will  amount  to  2,336  complaints,  which  includes  new  receipts  as  well 
as  436  unresolved  complaint  cases  carried  over  from  FY  1980.  OCR 
expects  to  close  out  approximately  1,895  complaints  in  FY  1981, 
which  would  leave  a  year-end  inventory  of  441  complaints  to  be 
carried  forward  into  FY  1982. 

The  upward  trend  in  complaint  receipts  will  probably  continue 
into  FY  1982.     To  process  the  complaint  workload  and  prevent  a 
backlog  from  accumulating,   OCR  estimates  that  256  positions  will  be 
needed  in  FY  1982.     This  allocation  includes  field  investigators, 
supervisors,  and  clerical  staff  as  well  as  headquarters  personnel 
who  review  findings,  develop  investigative  procedures,  and  monitor 
the  workload. 

Complaints  vary  considerably  in  regard  to  the  allegations 
raised  and  hence  the  amount  of  investigative  time  expended.  About 
60  percent  of  the  complaints  allege  discrimination  on  the  basis  of 
handicap.     Here  the  complaints  range  from  the  alleged  failure  of  a 
provider  to  assure  accessibility,   to  employment  cases  where  a  provi- 
der reportedly  did  not  take  steps  to  reasonably  accommodate  an 
employee's  handicap.     Other  complaint  cases  typically  focus  on  such 
issues  as  differential  treatment  in  regard  to  admissions,  referral 
practices,  and  the  provision  of  services. 

Compliance  Reviews 

Department  of  Justice  guidelines  require  compliance  agencies 
such  as  OCR  to  establish  an  effective  program  of  field  compliance 
reviews  targeted  at  a  representative  number  of  major  grant  recipi- 
ents.    Under  regulations  implementing  the  nondiscrimination  statutes 
OCR  is  committed  to  periodically  review  the  practices  of  recipients. 
Unlike  most  complaint  investigations,  reviews  usually  focus  on 
relatively  large  recipients  or  health  care  systems  and  cover  a 
broader  range  of  issues.     Hence  their  impact  is  more  significant 
and  far-reaching  in  terms  of  correcting  practices  that  have  the 
effect  of  discriminating  against  large  groups  of  beneficiaries. 

In  fiscal  year  1982  OCR  will  continue  to  conduct  compliance 
reviews  although  fewer  staff  will  be  assigned  to  this  activity  than 
in  FY  1981.     OCR  proposes  to  allocate  112  positions  to  conduct 
reviews,  a  reduction  of  41  positions  below  the  FY  1981  level  of  153 
positions.     With  this  level  of  resources,  OCR  expects  to  conduct  a 
total  of  163  compliance  reviews  in  FY  1982.     This  includes  44  new 
reviews  and  119  reviews  initiated  in  FY  1981  that  will  be  carried 
over  into  FY  1982. 
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Discrimination  complaints,  survey  data  and  other  information 
point  to  numerous  critical  issues  that  will  receive  priority- 
attention  in  conducting  compliance  reviews.     Some  of  these  topics 
are:     admission  practices  and  accessibility  of  hospitals,  nursing 
homes,  and  extended  care  facilities  to  minorities  and  handicapped 
persons;  child  welfare  referral  and  placement  practices;  provision 
of  services  to  minority  applicants  and  clients  with  regard  to 
eligibility  and  access  to  social  services;  and  accessibility  of 
health  care  and  social  services  to  handicapped  persons.  In 
addition,  reviews  of  hospitals  will  cover  the  community  service 
assurance  imposed  by  the  Hill-Burton  Act. 

OCR  will  also  continue  to  conduct  pre-grant  reviews  of  facili- 
ties applying  for  Medicare  certification.     These  reviews  are 
usually  desk  audits  requiring  an  examination  of  records  and  service 
area  data.     Six  positions  will  be  allocated  to  this  activity,  the 
same  amount  allocated  in  FY  1981.     About  1,660  pre-grant  reviews 
will  be  conducted  in  FY  1982. 

Technical  Assistance 

Since  1978  OCR  has  administered  a  technical  assistance  program 
as  an  integral  part  of  the  enforcement  effort.     Through  technical 
assistance  OCR  is  able  to  encourage  voluntary  compliance  on  a  wide 
scale  by  making  compliance  information  available  to  thousands  of 
health  care  and  social  service  providers  that  request  and  need 
guidance.     Institutions  have  a  need  to  know  how  to  interpret  and 
apply  the  nondiscrimination  requirements  to  particular  programs 
and  beneficiaries  in  the  most  effective  manner.     OCR's  technical 
assistance  program  is  designed  to  meet  this  need. 

Technical  assistance  is  a  cost-effective  strategy  that  has 
helped  reduce  the  potential  costs  of  achieving  compliance,  parti- 
cularly under  Section  504  of  the  Rehabilitation  Act,  which  prohibits 
discrimination  on  the  basis  of  handicap  in  federally  assisted 
programs.     For  example,  a  review  of  13  typical  cases  showed  that 
OCR's  technical  assistance  staff  were  able  to  cut  the  projected 
cost  of  complying  with  Section  504  by  over  $2,800,000  by  providing 
State  and  local  officials  with  timely  advice  on  compliance  stand- 
ards.    In  addition,  OCR  relies  on  technical  assistance  to  help 
develop  appropriate  remedies  when  reviews  or  investigations 
disclose  that  recipients  are  not  complying  with  the  nondiscrimina- 
tion requirements. 

Mainly  through  contracts  OCR  has  provided  staff  training  to 
4,500  representatives  of  health  care  and  human  services  providers 
on  how  to  comply  with  Section  504.     In  all  OCR  expects  to  reach 
approximately  14,000  individual  providers  through  staff  training 
programs.     We  are  also  developing  a  model  compliance  plan  for 
medium-sized  community  hospitals  which  will  include  training  of 
hospital  staff  in  the  techniques  of  achieving  compliance  with 
Section  504  in  a  cost-efficient  way.     As  a  result  of  one  training 
project,   519  recipients  in  seven  states  took  steps  to  comply  with 
Section  504  requirements.     Approximately  400,000  copies  of  manuals 
and  handbooks  describing  nondiscrimination  standards  will  be 
distributed  as  those  materials  are  developed  in  FY  1981  and  in 
FY  1982. 
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Technical  assistance  is  also  provided  directly,  on  request,  to 
recipients  of  Department  funds,  beneficiaries,  and  state  and  local 
officials.     Staff  in  some  regional  offices  provide  assistance  by 
conducting  on-site  visits,  distributing  information,  participating 
in  training  conferences,  and  responding  to  inquiries.     In  FY  1981, 
regional  technical  assistance  staff  assisted  approximately  6,000 
health  care  and  human  services  providers  and  beneficiaries. 

In  fiscal  year  1982,  OCR  expects  to  assign  33  staff  members  to 
technical  assistance,  a  decrease  of  nine  positions  compared  to  the 
FY  1981  level.     However,  this  staffing  level  will  enable  OCR  to 
continue  to  train  agency  staff  and  to  involve  the  other  principal 
operating  components  in  civil  rights  compliance  work.     The  budget 
request  includes  $585,000  for  technical  assistance  contracts.  These 
funds  will  be  used  to:     (1)  develop  the  capacity  of  national 
organizations  to  provide  technical  assistance  directly  to  health  and 
social  service  providers  and  State  and  local  officials;  and 
(2)  develop  and  disseminate  technical  assistance  materials  explaining 
how  providers  can  comply  with  the  nondiscrimination  requirements. 

Legal  Support 

OCR's  budget  request  contains  61  positions  for  the  Civil  Rights 
Division  of  the  Office  of  General  Counsel.     Division  attorneys 
provide  legal  support  by  reviewing  investigative  findings  and  case 
resolutions,  developing  regulations  and  policy  interpretations,  and 
conducting  administrative  proceedings.     Legal  assistance  is  essential 
to  process  the  investigative  casework  in  a  timely  manner  and  to 
ensure  that  OCR's  compliance  standards  are  legally  sound  and  consist- 
ent with  court  decisions. 

Of  the  61  positions  allocated  to  legal  support,  35  positions 
will  be  assigned  to  the  regional  offices  and  26  to  headquarters. 

Program  Management 

To  provide  overall  direction  and  management  support,  OCR's 
FY  1982  budget  request  includes  56  positions,  a  decrease  of  15 
positions  below  the  FY  1981  level.     This  reflects  overall  reductions 
of  10  percent  in  the  OCR  staffing  level. 

Management  staff  determine  enforcement  priorities,  monitor  the 
compliance  work  and  evaluate  progress,  and  make  final  decisions  as 
regards  OCR's  compliance  standards  and  procedures.     In  addition, 
management  ensures  proper  coordination  with  departmental  officials 
and  with  other  Executive  Branch  agencies  such  as  the  Department  of 
Justice  and  the  Equal  Employment  Opportunity  Commission. 
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Management  staff  also  provide  administrative  services  (such 
as  personnel,  fiscal,  and  property  management)  and  support  in  the 
areas  of  planning,  budget  formulation  and  execution,  and  public 
information. 

Conclusion 

In  conclusion,  Mr.   Chairman,   the  revised  FY  1982  budget  request 
for  OCR  would  provide  $18,139,000  and  524  positions,  together  with 
$2,350,000  to  be  transferred  from  the  Social  Security  Trust  Funds. 

Mr.  Natcher.  Mr.  Stokes,  I  yield  to  you. 
Mr.  Stokes.  Thank  you  very  much,  Mr.  Chairman. 
Mr.  Kretchmar,  can  you  briefly  describe  for  us  the  responsibil- 
!    ities  of  the  Office  of  Civil  Rights? 

Mr.  Kretchmar.  Yes.  Our  office  is  responsible  for  the  enforce- 
ment of  several  anti-discrimination  statutes;  Title  VI  of  the  Civil 
i  Rights  Act  of  1964  that  prohibits  discrimination  on  the  basis  of 
race,  color  and  national  origin,  Section  504  of  the  Rehabilitation 
Act  of  1973  that  prohibits  discrimination  on  the  basis  of  handicap- 
ping condition,  the  Age  Discrimination  Act  of  1975,  that  prohibits 
i   discrimination  on  the  basis  of  age. 

Also  we  recently  were  given  the  responsibility  for  enforcement  of 
the  community  services  assurance  portion  of  the  Hill-Burton  pro- 
gram. 

extent  of  discrimination 

Mr.  Stokes.  Now,  based  upon  your  experience  with  this  agency, 
would  you  agree  with  me  that  discrimination  is  still  not  only 
I    prevalent  but  rampant  in  these  various  areas  that  you  have  just 
described? 

Mr.  Kretchmar.  Based  on  the  results  of  our  complaint  investiga- 
tions and  compliance  reviews  we  do  still  make  significant  findings 
of  non-compliance  with  these  statutes. 

Mr.  Stokes.  Can  you  give  us  some  idea  of  the  philosophy  and 
attitude  of  this  administration  regarding  the  monitoring  and  en- 
forcement of  anti-discrimination  laws? 

Mr.  Kretchmar.  In  terms  of  our  experience  to  date  I  can  say 
that  the  administration  has  been  supportive  of  our  efforts  within 
our  Department.  Our  routine  processes,  complaint  investigations, 
compliance  reviews  have  continued  with  no  change. 

When  we  do  make  findings  of  discrimination  that  require  a  letter 
of  findings,  we  do  routinely,  as  we  have  for  the  past  four  years, 
submit  these  to  the  Office  of  the  Secretary  for  clearance  and  I  can 
report  that  thus  far  I  have  seen  no  difference  and  our  work  is 
going  on  as  it  has  in  the  past. 

i  BUDGET  REDUCTION 

Mr.  Stokes.  One  of  my  concerns,  Mr.  Kretchmar,  is  the  budget 
j    request  itself.  I  note  that,  for  fiscal  year  1982,  the  Carter  Adminis- 
tration's budget  request  included  funding  for  100  additional  posi- 
tions for  the  purpose  of  developing  new  policy  in  the  area  of 
compliance  and  coordinating  compliance  efforts  in  the  field. 
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Now,  for  fiscal  year  1982,  you  state  in  your  budget  justification 
that  the  100  positions  are  not  needed.  In  fact,  you  further  reduce 
staffing  in  the  Office  of  Civil  Rights  by  66  positions. 

In  light  of  our  previous  discussion,  how  do  you  justify  the  reduc- 
tion? 

Mr.  Kretchmar.  The  reduction  from  the  Carter  proposal  is  con- 
sistent with  the  administration's  desires  to  reduce  the  cost  of  the 
Federal  Government  and  also  is  in  line  with  some  of  the  projected 
or  proposed  cutbacks  in  some  of  the  Department's  programs. 

We  do  feel,  however,  that  we  will  still  be  able  to  maintain  an 
effective  program,  especially  in  the  area  of  complaint  investiga- 
tions and  mandated  pre-grant  reviews. 

COMPLAINT  WORKLOAD 

Mr.  Stokes.  Well,  that  appears  to  be  inconsistent  with  page  3  of 
your  statement. 

In  your  statement,  you  say: 

Since  1972  the  number  of  discrimination  complaints  filed  with  OCR  has  risen 
annually  from  400  complaints  to  1,776  new  complaints  received  in  fiscal  year  1980. 
Based  on  this  trend  and  first  quarter  receipts,  the  number  of  new  complaints 
submitted  to  OCR  in  fiscal  year  1981  will  probably  approach  1,900. 

Hence  the  total  workload  in  fiscal  year  1981  will  amount  to  2,336  complaints,  which 
includes  new  receipts  as  well  as  436  unresolved  complaint  cases  carried  over  from 
fiscal  year  1980.  OCR  expects  to  close  out  approximately  1,895  complaints  in  fiscal 
year  1981,  which  would  leave  a  year-end  inventory  of  441  complaints  to  be  carried 
forward  into  fiscal  year  1982. 

Your  proposed  staffing  reductions  seem  rather  inconsistent  with 
the  annual  increase  in  complaints  which  you  have  documented  so 
well. 

These  reflections  appear  to  me  to  be  incongruous. 

Mr.  Kretchmar.  One  of  the  reasons  why  we  feel  we  will  be  able 
to  remain  current  with  the  incoming  complaints  is  that  our  effi- 
ciency has  been  increasing.  The  number  of  complaint  investigations 
that  each  of  our  investigators  can  perform  has  been  going  up 
gradually  and  consistently  over  the  years. 

We  faced  a  significant  problem  last  May  when  we  were  formed 
out  of  the  old  Office  for  Civil  Rights  in  Health,  Education  and 
Welfare. 

At  that  time  a  lot  of  our  history,  a  lot  of  the  workload  in  OCR 
was  education-based.  We  needed  to  develop  and  have  since  that 
time  developed,  significant  experience  in  the  health  and  human 
services  area.  This  has  resulted  in,  as  I  said,  a  continuous  marked 
improvement  in  the  productivity  and  ability  of  our  investigators  to 
promptly  investigate  and  close  out  these  complaints. 

So  we  feel  that  with  the  resources  requested  we  will  be  able  to 
keep  current  taking  into  consideration  an  estimated  increase  in  the 
number  of  complaints  received. 

YEAR-END  INVENTORY 

Mr.  Stokes.  Now  you  really  confuse  me.  You  say  you  will  be  able 
to  keep  current.  Yet  I  have  just  recited  your  own  words  with 
reference  to  a  projected  year-end  backlog. 
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Mr.  Scully.  That  is  not  a  backlog;  that  is  an  inventory  of  cases  on 
hand  they  are  working  on  at  any  one  time.  There  are  a  number  of 
cases  at  any  instant  which  are  considered  to  be  work  in  progress  and 
at  the  end  of  the  year  are  carried  forward.  That  is  an  inventory  not  a 
backlog. 

Mr.  Kretchmar.  Originally  we  were  hoping  we  could  reduce  that 
inventory  of  open  complaints.  We  don't  believe  that  we  will  be  able 
to  do  that  now.  But  I  do  feel  that  we  will  be  able  to  maintain  that 
inventory  of  open  complaints  at  about  the  same  number,  which 
means  we  will  be  closing  out  the  complaints  that  are  currently 
open,  we  will  be  receiving  new  ones  and  in  time  we  will  be  investi- 
gating those  and  closing  those  out.  So  we  will  be  able  to  maintain 
control  over  our  overall  inventory  of  complaints. 

COMPLIANCE  REVIEWS 

Mr.  Stokes.  But,  if  you  had  the  number  of  personnel  recommend- 
ed in  the  Carter  budget  you  would  then  be  able  to  reduce  the 
inventory  carried  forward,  would  you  not? 

Mr.  Kretchmar.  Actually,  the  biggest  impact  on  the  reductions 
would  be  in  the  area  of  our  compliance  reviews.  This  is  where  we 
will  reduce  the  level  of  activity. 

As  I  said  before  I  don't  see  there  would  be  that  much  difference 
in  our  complaint  investigations. 

In  fact,  even  under  the  Carter  budget  most  of  the  increase  had 
been  proposed  in  the  area  of  compliance  reviews.  We  will  be  reduc- 
ing the  number  of  reviews  we  will  be  conducting  each  year,  both 
reviews  in  our  inventory  and  those  new  reviews  that  we  will  be 
opening. 

That  will  be  going  down;  that  will  be  one  effect  of  the  reduction. 

BLOCK  GRANTS 

Mr.  Stokes.  As  you  know,  the  administration  now  is  planning 
four  new  block  grants.  Now,  under  these  new  block  grant  propos- 
als, what  will  happen  to  your  civil  rights  responsibilities  in  those 
program  areas  that  are  affected? 

Are  these  responsibilities  transferred  to  the  States  or  do  you  still 
retain  them? 

Mr.  Kretchmar.  No,  we  feel  that  it  will  remain  essentially  the 
way  it  is.  Recipients  and  sub-recipients  of  Federal  funds  today 
would  still  be  receiving  Federal  funds  under  the  new  block  grant. 

The  Federal  Government  would  still  have  the  responsibility  for 
Federal  enforcement  of  anti-discrimination  statutes. 

In  fact,  the  proposed  legislation  submitted  to  Congress  does  con- 
tain specific  anti-discrimination  clauses  in  them.  So  we  really  don't 
see  a  major  difference  in  the  focus  of  responsibility. 

Mr.  Stokes.  There  should  be  no  change  in  that  area. 

Mr.  Kretchmar.  That  is  correct. 

TECHNICAL  ASSISTANCE 

Mr.  Stokes.  On  page  88  of  your  budget  justifications,  you  ac- 
knowledge that  complaint  investigations  and  compliance  reviews 
can  only  reach  a  very  small  percentage  of  the  recipients  subject  to 
non-discrimination  laws  and  regulations.  Then  you  further  note 
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that  GAO  found  recipients  are  generally  unaware  of  their  Title  VI 
responsibilities. 

Now,  even  though  OCR's  technical  assistance  activities  are  de- 
signed to  address  these  problems,  you  propose  in  fiscal  year  1982  to 
reduce  staffing  in  this  component  from  42  positions  to  33  positions. 

Tell  us  why  you  think  a  staffing  reduction  is  appropriate  and 
how  you  plan  to  fill  the  void  created  in  this  area? 

Mr.  Kretchmar.  Again,  the  decision  was  made  to  maintain  our 
priority  activities,  to  focus  on  our  complaint  investigations. 

However,  we  feel  that  with  33  positions  we  still  will  be  able  to 
provide  technical  assistance  to  the  recipients  of  Federal  funds,  we 
will  continue  to  be  working  with  the  other  operating  components  of 
our  Department  to  train  them  on  the  requirements  of  civil  rights 
statutues  and  have  them  work  with  us  and  assist  us  in  making  the 
recipients  aware  of  their  responsibilities. 

So  although  there  will  be  some  reduction  in  the  level  of  activity 
in  this  area,  it  still  will  continue  and,  we  feel,  will  be  an  effective 
technical  assistance  program. 

INVESTIGATION  TIME  FRAME 

Mr.  Stokes.  Last  year,  the  Department  indicated  that  approxi- 
mately 75  percent  of  its  complaint  cases  are  completed  within 
established  time  frames.  What  is  the  current  experience? 

Mr.  Kretchmar.  We  do  not  have  established  time  frames  in  a 
strict  sense.  Again,  before  the  split  of  the  OCR  into  two  depart- 
ments, OCR  was  operating  under  a  court  order.  In  fact,  in  educa- 
tion it  still  is.  That  court  order,  in  the  Education  area,  established 
very  specific  time  frames  for  the  conduct  of  complaint  investiga- 
tions, the  conduct  of  negotiations  and,  if  necessary,  the  initiation  of 
enforcement  actions. 

Although  we  don't  work  under  these  time  frames,  we  attempt  to 
come  fairly  close  to  meeting  those  goals.  The  average  age  of  an 
investigated  complaint  that  is  closed  is  about  265  days. 

That  is  if  we  achieve  some  change  in  the  actual  compliance 
status  of  the  recipient.  However,  the  average  age  is  often  a  mis- 
leading figure  because  some  of  the  compliant  investigations  are 
complex  and  time  consuming.  In  fact,  over  half  of  the  investigated 
complaints  are  closed  in  150  days  or  less. 

So  we  feel  that  our  record  is  quite  good.  There  are  some  com- 
plaints that  are  very  complex,  take  a  lot  of  time,  but  the  median 
figure  is  less  than  150  days  and,  as  I  said,  that  means  that  over 
half  are  closed  within  that  time  period. 

It  is  much  shorter  for  complaints  that  do  not  require  investiga- 
tion or  those  where  we  make  no  findings  of  a  violation. 

enforcement  policy 

Mr.  Stokes.  Can  I  assume  that  there  will  be  no  diminution  in  the 
monitoring  of  compliance  with  nondiscrimination  laws  under  the 
current  administration? 

Mr.  Kretchmar.  As  I  said,  we  expect  to  be  able  to  continue  an 
effective  program  under  the  current  budget  proposal. 

Mr.  Stokes.  Thank  you,  Sir. 

Thank  you,  Mr.  Chairman. 


1033 


NEW  DIRECTOR 

Mr.  Natcher.  Mr.  Kretchmar,  you  I  believe  are  the  Acting  Direc- 
tor for  the  Office  of  Civil  Rights. 
Any  idea  as  to  when  a  Director  will  be  appointed? 
Mr.  Kretchmar.  No,  Mr.  Chairman;  not  at  this  time. 

JUSTICE  DEPARTMENT  ROLE 

Mr.  Natcher.  Does  the  Department  of  Justice  supervise  your 
enforcement  of  the  civil  rights  laws  under  your  jurisdiction? 

Mr.  Kretchmar.  The  Justice  Department  does  have  coordinating 
responsibility  under  an  executive  order  signed  by  President  Carter. 
Although  the  Title  VI  coordination  had  gone  on  for  many  years, 
that  executive  order  was  expanded  to  include  Section  504.  So  they 
in  effect  coordinate  all  of  the  civil  rights  activities  within  the 
Federal  Government. 

However,  in  terms  of  our  specific  enforcement  and  complaint 
investigation  activities  we  generally  operate  independent  of  the 
Department  of  Justice  unless  we  seek  their  help  in  the  referral  of  a 
case  for  their  action. 

Mr.  Natcher.  You  say  coordinate;  do  they  supervise,  actually 
supervise? 

Mr.  Kretchmar.  Not  on  a  day-to-day  basis. 

AUTHORIZED  POSITIONS 

Mr.  Natcher.  How  many  authorized  positions  do  you  have  and 
tell  us  how  many  are  filled. 

Mr.  Kretchmar.  The  Congressionally  authorized  position  level 
for  this  year  is  590.  We  currently  have  501  positions  filled. 

COMPLIANCE  PRIORITY 

Mr.  Natcher.  In  general  do  you  feel  that  compliance  reviews  are 
less  important  than  complaint  investigations? 

Mr.  Kretchmar.  They  are  both  important.  In  fact  our  regulations 
and  the  Justice  Department  regulations  require  that  we  investigate 
promptly  all  complaints  of  discrimination  and  that  we  conduct  and 
operate  an  effective  compliance  review  program. 

Mr.  Natcher.  If  you  will,  for  the  record,  do  an  analysis  showing 
how  the  workload  of  compliance  reviews  will  be  affected  by  re- 
duced staffing. 

Place  that  in  the  record  for  us. 

[The  information  follows:] 

POSITIONS  ASSIGNED  AND  PLANNED  COMPLIANCE  REVIEWS 


Fiscal  year 

Positions 

Total 
reviews 

New 
reviews 

Completed 
reviews 

Ending 
inventory 

1981  

  153 

250 

1 60 
44 

131 

119 

1982  

  112 

163 

114 

49 

1  In  the  budget  justification  OCR  estimated  about  60  new  reviews  in  fiscal  year  1981.  We  now  project  that  the  number  of  new  starts  in  fiscal 
year  1981  will  rise  to  about  100  reviews,  mainly  because  some  regional  offices  received  fewer  discrimination  complaints  requiring  investigation  than 
anticipated.  A  higher  number  of  new  starts  in  fiscal  year  1981  would  increase  the  ending  inventory  and  the  total  number  of  reviews  conducted  in 
fiscal  year  1981  and  fiscal  year  1982. 
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Mr.  Natcher.  The  largest  item  of  increase  in  the  budget  for  this 
office  is  $498,000  for  travel.  That  figure  represents  a  44  percent 
increase  over  the  1981  revised  base. 

Why  such  a  big  increase  particularly  when  you  plan  to  have  66 
less  people  next  year? 

Mr.  Kretchmar.  My  understanding  is  that  that  increase  is  based 
upon  built-in  rises  in  the  cost  of  travel  and  per  diem.  With  your 
permission,  I  would  like  Mr.  Scully  to  amplify. 

Mr.  Natcher.  Yes;  tell  us;  this  is  a  44  percent  increase.  Make  it 
good,  Mr.  Scully. 

Mr.  Scully.  In  order  to  maintain  a  current  services  level  in 
travel  for  civil  rights,  we  budgeted  a  44  percent  increase  based  on 
the  costs  of  inflation.  This  increase  was  reduced  by  $123,000  or  11 
percent  in  line  with  the  reduction  in  staff.  The  net  increase  in 
travel  requested  is  displayed  on  page  82  of  the  justification  and 
amounts  to  $375,000. 

Their  program  critically  depends  on  travel  to  get  their  investiga- 
tors and  their  compliance  reviewers  on  the  scene. 

Without  travel  money  civil  rights  cannot  do  its  job.  So  we  did 
budget  fully  for  it,  sir. 

STAFF  ALLOCATION 

Mr.  Natcher.  How  many  of  your  staff  are  located  in  the  regional 

offices? 

Mr.  Kretchmar.  I  don't  have  an  exact  numerical  figure  but  it  is 
just  about  two-thirds. 

Mr.  Natcher.  You  can  place  the  exact  figure  in  the  record. 

Mr.  Kretchmar.  Excuse  me;  345  of  our  staff  are  currently  locat- 
ed in  the  regional  offices  and  156  in  Washington. 

COMPLIANCE  REVIEWS 

Mr.  Natcher.  How  frequently  do  you  conduct  compliance  re- 
views of  recipients  of  funds  from  the  Department  of  Health  and 
Human  Resources? 

Mr.  Kretchmar.  We  are  planning  to  conduct  approximately  250 
reviews  this  year  that  will  be  reduced  to  a  total  of  about  163  next 
year.  Because  of  the  large  number  of  recipients  of  Federal  funds 
from  our  Department  it  is  generally  impossible  to  conduct  a  review 
more  than  once  over  an  extended  period  of  time. 

We  hope  we  can  get  to  recipients  once  over  a  ten-year  period  or 
more  often. 

COMPLAINT  WORKLOAD 

Mr.  Natcher.  How  many  compliants  of  discrimination  are  cur- 
rently pending  investigation  by  your  office? 

Mr.  Kretchmar.  As  of  the  end  of  the  first  quarter  of  this  fiscal 
year,  we  had  approximately  585  compliants  that  were  open,  pend- 
ing investigation. 

Mr.  Natcher.  In  which  program  area  are  most  of  the  discrimina- 
tion compliants  filed? 

Mr.  Kretchmar.  More  than  half  of  those  received  have  been  in 
the  area  of  Section  504. 
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EFFECT  OF  COURT  DECISIONS 

Mr.  Natcher.  How  is  the  workload  of  your  office  affected  by 
court  decisions? 

Mr.  Kretchmar.  There  are  always  court  decisions  that  affect  the 
interpretation  of  the  laws.  It  does  affect  the  way  we,  in  some  cases, 
conduct  investigations  and  interpret  some  of  the  basic  statutes. 

With  your  permission,  I  would  ask  Mr.  Hamlin  to  expand  on 
that. 

Mr.  Natcher.  Go  right  ahead.  We  would  be  pleased  to  hear  from 
you. 

Mr.  Hamlin.  Mr.  Chairman,  up  until  last  year,  when  there  was  a 
split  between  the  Departments,  the  work  of  the  office  was  tremen- 
dously affected  by  court  decisions  directly  involving  the  issue  of 
whether  or  not  the  Department  of  HEW  was  effectively  carrying 
out  its  responsibilities  under  Title  VI,  particularly,  and  under  Title 
IX  in  the  Education  area. 

As  Mr.  Kretchmar  pointed  out,  however,  the  issues  in  those  court 
decisions  were  exclusively  educational  issues.  Since  the  split,  we  do 
not  have  any  court  orders  that  directly  affect  the  Department. 

There  is  one  case  pending  in  which  one  of  the  issues  has  nation- 
wide implications  for  the  office.  That  case,  while  not  dormant,  has 
not  had  any  activity  in  it  in  the  last  two  years.  It's  a  case  involving 
local  issues  in  Lake  County,  Indiana.  There  were  some  national 
issues  in  it. 

As  Mr.  Kretchmar  has  said,  we  are  constantly  instructed  by  the 
court  as  to  how  certain  statutes  are  to  be  interpreted;  and  we 
constantly  review  those  court  orders  and  amend  our  ways  of  acting 
accordingly. 

Mr.  Natcher.  Thank  you. 

Mr.  Kretchmar,  we  want  to  thank  you  and  your  associates  for 
appearing  before  our  committee  at  this  time  on  behalf  of  your 
budget  request  for  the  fiscal  year  1982. 

Mr.  Kretchmar.  Thank  you,  Mr.  Chairman. 

Mr.  Natcher.  The  committee  will  adjourn  until  ten  o'clock  Tues- 
day. 

[Whereupon,  at  4:30  p.m.,  the  Subcommittee  was  adjourned,  to 
reconvene  at  10:00  a.m.,  Tuesday,  May  5,  1981.] 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 

Reduction  in  Compliance  Reviews 

Mr.  Roybal.  In  what  areas  will  compliance  reviews  not  be  conducted  due  to  the 
reduction  of  such  activities  between  fiscal  year  1981  and  fiscal  year  1982? 

Mr.  Kretchmar.  The  Office  for  Civil  Rights  conducts  reviews  covering  such 
subjects  as  admissions  practices,  access  to  health  care,  referral  and  placement 
practices,  access  to  programs  for  handicapped  persons,  and  the  community  service 
assurance  of  facilities  that  received  funds  under  the  Hill-Burton  Act.  These  reviews 
affect  hospitals,  nursing  homes,  and  programs  operated  by  State  health  and  welfare 
agencies  and  their  subrecipients.  The  budget  reduction  will  decrease  the  number  of 
compliance  reviews  in  all  these  areas  but  we  have  not  decided  to  eliminate  all 
reviews  covering  a  particular  issue  or  a  particular  type  of  institution. 

discrimination  complaints 

Mr.  Roybal.  You  estimate  that  1,900  new  complaints  will  be  received  in  fiscal 
year  1982.  For  the  record,  please  break  these  out  by  race,  national  origin,  handicap, 
and  age. 
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Mr.  Kretchmar.  We  indicated  in  our  prepared  statement  that  the  number  of  new 
complaints  would  rise  to  1,900  in  fiscal  year  1981,  not  in  fiscal  year  1982.  We  project 
an  additional  increase  in  fiscal  year  1982.  At  this  time,  we  cannot  estimate  exactly 
the  number  of  discrimination  complaints  by  category  that  will  be  received  in  fiscal 
year  1982.  However,  of  the  595  complaints  pending  on  December  31,  1980,  22  percent 
involved  race  or  national  origin  discrimination;  54  percent  alleged  handicap  discrim- 
ination; 11  percent  raised  multiple  discrimination  issues;  2  percent  alleged  sex 
discrimination  under  Title  IX  of  the  Education  Amendments  of  1972;  and  12  percent 
raised  other  civil  rights  issues  including  age  discrimination  and  alleged  violations  of 
the  Hill-Burton  community  service  assurance.  Generally  this  pattern  should  contin- 
ue into  fiscal  year  1982. 

TREND  IN  COMPLAINTS 

Mr.  Roybal.  Does  OCR  see  any  trend  in  complaints  being  filed? 

Mr.  Kretchmar.  OCR  expects  the  volume  of  receipts  to  keep  rising.  There  will 
probably  not  be  much  change  in  the  types  of  complaints  filed.  For  example,  since 
fiscal  year  1979  the  percentage  of  complaints  alleging  race  and  national  origin 
discrimination,  and  the  percentage  alleging  handicap  discrimination,  have  remained 
about  the  same. 

EFFECT  OF  LOSS  OF  POSITIONS 

Mr.  Roybal.  You  propose  to  eliminate  66  positions  in  the  upcoming  year.  How 
will  this  reduction  in  force  affect  women  and  minorities  such  as  Hispanics  and 
Blacks? 

Mr.  Kretchmar.  The  reduction  of  66  positions  will  not  require  a  reduction  in 
force.  The  positions  will  be  eliminated  through  attrition  and  by  not  filling  vacancies. 

BREAKDOWN  OF  STAFF 

Mr.  Roybal.  Please  give  the  ethnic  breakdown  of  OCR  staff — specifically  Black, 
Hispanic,  Asian  and  women. 

Mr.  Kretchmar.  At  present  blacks  constitute  49.9  percent  of  OCR  staff,  Hispanics 
represent  8.4  percent,  Asian  Americans  represent  3.5  percent,  and  women  constitute 
57.5  percent  of  OCR  staff. 
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DEPARTMENTAL  MANAGEMENT 
General  Departmental  Management 

For  expenses  not  otherwise  provided,  necessary  for  general 
departmental  management,  Including  hire  of  six  medium  sedans, 
/Jl33 , 500, OOOT  U46,70? >  000   together  with  not  to  exceed 
$8,000,000  to  be  transferred  and  expended  as  authorized  by 
section  201(g)(1)  of  the  Social  Security  Act  from  any  one  or 
all  of  the  trust  funds  referred  to  therein. 


78-993   O— 80  66 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
DEPARTMENTAL  MANAGEMENT 
GENERAL  DEPARTMENTAL  MANAGEMENT 


Amounts  Available  for  Obligation 


1981  1982 
1980  Revised  Revised 

Actual  Estimate  Request 

Appropriation    $136,995,000      $126,468,000  $146,707,000 

Real  transfers  to: 

Department  of  Commerce  for 
education  broadcasting 
activities   -14,000 

Department  of  Education   -4,671,000 

Subtotal,  real  transfers  to.  -4,685,000 

Comparative  transfers  to: 

Department  of  Education   -6,929,000 

Departmental  Management, 
"Office  of  the  Inspec- 
tor General"   ,  -222,000  -222,000 

Subtotal,  transfers  to   -7,151,000  -222,000 

Real  transfer  from: 

Departmental  Management, 
"Office  for  Civil  Rights   200,000 

Comparative  transfers 
from: 

Department  of  Education 
for  Southwest  Training 

Center   15,000  173,000 

"Social  Security  Adminis- 
tration" for  FACT  State- 
ment, EE0  investigation, 
grant  and  financial 

management  functions   8,476,000  5,546,000 
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1980 
Actual 


"Human  Development  Services" 
for  EEO  investigations   27,000 

"Asst.  Secretary  for 
Education"  for  EEO  investi- 
gations  12,000 

"Health  Care  Financing 
Administration"  for  EEO 
investigations  and 
grant  and  financial 

management  functions   68,000 

"Office  for  Civil  Rights" 
for  EEO  investigations   30,000 

"Food  and  Drug  Adminis- 
tration" for  EEO  investi- 
gation and  grant  and 

financial  mgmt.  function...  53,000 

"Health  Services  Adminis- 
tration" for  EEO  investi- 
gation, grant  and 
financial  mgt.  and  re- 
gional personnel  ser- 
vicing functions   221,000 

"Indian  Health  Service"  for 
EEO  investigations  and  re- 
gional personnel  ser- 
vicing functions   407,000 

"Center  for  Disease  Control" 
for  EEO  investigation  and 
grant  and  financial  manage- 
ment functions   53,000 

"National  Institutes  of 
Health"  for  EEO  investi- 
gation, grant  and 
financial  mgmt.  and  audit 
resolution  functions   116,000 

"Alcohol,  Drug  Abuse,  and 
Mental  Health  Administra- 
tion "for  grant  and 
financial  management 

functions   21,000 

"St.  Elizabeth's  Hospital" 
for  EEO  investigations   35,000 

"Health  Resources  Administra- 
tion" for  EEO  investigation 
and  grant  and  financial 
management  functions   70,000 

"Assistant  Secretary  for 
Health"  for  EEO  investi- 
gation and  grant  and 

financial  mgmt.  functions..         47 ,000 
Subtotal,  comparable 
transfers  from   9,651,000 


1981  1982 
Revised  Revised 
Estimate  Request 


180,000 


360,000 


173,000 


6,432,000 
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1981  1982 

1980               Revised  Revised 

Actual              Estimate  Request 

Subtotal,  adjusted  budget 

authority                                     $135,010,000      $132,678,000  $146,707,000 

Fiscal  1981 
Proposed  supplemental 

(Oct.   '80  pay  raise)     ; 9, 116, 000   

Fiscal  year  1981  ' 

Revised  Estimate   $135,010,000      $141,794,000  $146,707,000 

Receipts  and  reimbursements 

from: 

Trust  Funds   8,000,000  8,000,000  8,000,000 

Unobligated  Balance 

Lapsing   -1,134,000     

U 

Total  obligations   $141,876,000      $149,794,000  $154,707,000 


1/  Excludes  the  following  amounts  for  reimbursable  activities  carried 
"~   out  by  this  account:     1980  -  $20,232,000  and  109  positions;  1981  - 
$22,518,000  and  48  positions;  1982  -  $21,659,000  and  48  positions. 
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Summary  of  Changes 


1981  revised  estimate   141,794,000 

1982  revised  request   146,707,000 

Net  change  +  4,913,000 


1981  Revised  Base  Change  from  Base 
Pos.  Amount  Pos .  Amount 

Increases ; 

A.  Built-in; 

1.  Annualization  of 

Oct.  1980  pay  raise   $9,416,000    +$21,000 

2.  Cost  of  personnel  ser- 

vicing office  data 

terminal  replacement...        +1,031,000 

3 .  Funding  of  base 

operations         +2,967,000 

4.  Increases  for  space  and 

building  management ....    13 , 652 , 000    +577 , 000 

5.  Other  administrative 

costs  (penalty  mail, 
commercial  communi- 
cation, etc.)    6,518,000    +887,000 

6.  Career  ladder  promo- 

tions and  within 

grade  step  increases...    110,233,000    +1,137,000 

7 .  Increases  in  per  diem 

and  air  fare  reates....    2,644,000    +329,000 

8.  Increases  in  costs  of 

rentals,  printing, 
supplies  &  other 

services       —  +1,015,000 

9 .  Annualization  of 

alcoholic  rehabilita- 
tion program  costs     110 , 000  +215,000 

Subtotal     +8,179,000 

B .  Program; 

L.     Improve  administration 
of  grants  payment 

system   47         3,019,000         +16  +336,000 
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Summary  of  Changes  -  continued 


1981  Revised  Base  Change  from  Base 

Pos .           Amount  Pos.  Amount 

2 .    Develop  the  Depart- 
ments automated  ' 
budget  information 

system        +115,000 

Subtotal      +16  +451,000 

Total,  increases       +16  +8,630,000 

Decreases: 

A.  Built-in: 

1 .  One-time  cost  of 
modernizing  the 
Grants  Payment 

System    30,000  ~  -30,000 

Subtotal     -30,000 

B.  Program:  - 

1 .  Welfare  reform, 

hospital  cost 
containment  and 
health  insurance 

staff   24         600,000  -24  -600,000 

2.  Staff  reductions 

reflecting  decreased 
workloads  resulting 
from  departmental 

program  reductions     —  -112  -3,087,000 

Subtotal   -136  -3,687,000 

Total,  decreases   -136  -3,717,000 


Net  change 


-120  +4,913,000 
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GENERAL  DEPARTMENTAL  MANAGEMENT 


Budget 
Estimate 

Year  to  Congress 

FY  1972: 

Appropriation....  $  48,662,000 

SSA  transfer   5,926,000 

FDA  transfer   29,000 

FY  1973: 

Appropriation   $  86,025,000 

SSA  transfer   6,863,000 

FDA  transfer   29,000 

FY  1974: 

Appropriation.....  $  80,721,000 

SSA  transfer   5,420,000 

FDA  transfer   29,000 

FY  1975: 

Appropriation   $101,937,000 

SSA  transfer   7,785,000 

FDA  transfer   29,000 

FY  1976: 

Appropriation   $104,162,000 

SSA  transfer   6,258,000 

FY  1977: 

Appropriation   $127,747,000 

SSA  transfer   5,992,000 

FY  1978: 

Appropriation   $134,159,000 

SSA  transfer  5,903,000 

FY  1979: 

Appropriation   $132,905,000 

SSA  transfer   6,890,000 

FY  1980: 

Appropriation   $137,457,000 

SSA  transfer   8,000,000 

FY  1981: 

Appropriation   $134,947,000 

SSA  transfer   8,000,000 

Proposed  supple- 
mental  9,116,000 

FY  1982: 

Appropriation   $146,707,000 

SSA  transfer   8,000,000 


House 
Allowance 


$  48,662,000 
5,926,000 
29,000 


$  86,661,000 
6,863,000 
29,000 


Senate 
Allowance 


$  48,662,000 
5,926,000 
29,000 


$  86,661,000 
6,863,000 
29,000 


$  78,904,000    $  75,034,000 
5,420,000  5,420,000 
29,000  29,000 


$  98,027,000    $  84,847,000 
7,785,000  7,785,000 


29,000 


29,000 


$  99,266,000    $  97,641,000 
6,258,000  6,258,000 


$127,747,000  $125,313,000 
5,992,000  5,992,000 


$128,028,000  $129,208,000 
5,903,000  5,903,000 


$132,767,000  $131,980,000 
6,890,000  6,890,000 


$134,810,000  $135,010,000 
8,000,000  8,000,000 


$132,678,000 
8,000,000 


Appropriation 


$  48,662,000 
5,926,000 
29,000 


$  86,661,000 
6,863,000 
'29,000 


$  75,034,000 
5,420,000 
29,000 


$  88,164,000 
7,785,000 
29,000 


$  97,641,000 
6,258,000 


$125,313,000 
5,992,000 


$129,208,000 
5,903,000 


$131,980,000 
6,890,000 


$135,010,000 
8.000,000 


$132,678,000 
8,000,000 
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General  Departmental  Management 

Authorizing  Legislation  -  Reorganization  Plan  No.  1  of  1953 


FY  1981 
Revised 
Estimate 

FY  1982 
Revised 
Request 

Increase 
or 

Decrease 

Budget 
Pos.  Auth. 

Budget 
Pos.  Auth. 

Pos. 

Budget 
Auth. 

Departmental 
Direction. . . . 

1,405    $  58,100,000 

1,327  $  58,834,000 

-78 

+734,000 

Departmental 
Operations . . 

2,529  91,694,000 

2,487  95,873,000 

-42 

+4,179,000 

3,934  $149,794,000 

3,814  $154,707,000 

-120 

+4,913,000 

Less:  Trust 
Fund  Transfer. 

—  -8,000,000 

—  -8,000,000 

Total  Budget 

Authority   3,934      141,794,000      3,814  $146,707,000  -120  +4,913,000 


GENERAL  STATEMENT 


The  General  Departmental  Management  appropriation  supports  two  basic  cate- 
gories of  activities:  1)  Those  closely  associated  with  the  Secretary's 
roles  as  a  policy  officer  and  general  Departmental  manager,  and  2) 
Specialized  staff  services  which  are  performed  for  the  principal  opera- 
ting components  of  Department  on  a  centralized  basis  to  achieve  economy 
of  scale  and  eliminate  duplication  effort. 


The  FY  1982  budget  authority  request  is  $146,707,000  and  3,814  positions, 
a  decrease  of  120  positions  and  an  increase  of  $4,913,000  above  the 
FY  1981  comparable  level.    The  120  position  decrease  is  the  net  result 
of:  1)  Phasing  out  welfare  reform,  national  health  insurance  and  hospital 
cost  containment  policy  initiatives,  yielding  a  reduction  of  24  positions 
2)  Reductions  of  112  base  positions  in  GDM  activities  reflecting  cutbacks 
in  departmental  program  activities,  and  3)  An  increase  of  16  for 
improving  administration  of  the  Grants  Payment  System.    The  increase  of 
$4,913,000  reflects  program  increases  of  $451,000,  program  decreases  of 
$3,717,000  and  built-in  cost  increases  and  decreases.    Authority  is  also 
requested  to  transfer  $8,000,000  from  the  Social  Security  Trust  Funds  for 
a  FY  1982  total  obligation  request  of  $154,707,000. 
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DEPARTMENTAL  DIRECTION 

The  policy  and  general  management  role  of  the  Secretary  Is  reflected 
in  the  "Departmental  Direction"  portion  of  the  budget  which  includes 
$58,834,000  and  1,327  positions  in  FY  1982. 

—  Executive  Direction  encompasses  the  Immediate  Office  of  the  Sec- 
retary and  Under  Secretary;  staff  to  develop  the  Department's 
legislative  program;  and  staff  to  coordinate  program  planning 
and  evaluation. 

The  FY  1982  request  eliminates  the  remaining  24  term  positions 
and  $600,000  associated  with  the  Administration's  initiatives 
in  the  areas  of  welfare  reform,  health  insurance  and  hospital 
cost  containment.    It  also  includes  a  decrease  of  9  positions 
in  the  Immediate  Office  of  the  Secretary  (-3)  and  the  Office 
of  the  Assistant  Secretary  for  Planning  and  Evaluation  (-6). 

—  The  Public  Information  activity  provides  the  public  with  informa- 
tion concerning  the  Department's  programs  and  policies.  The 

FY  1982  revised  request  includes  a  reduction  of  2  positions  from 
the  FY  1981  request. 

—  The  Office  of  the  Assistant  Secretary  for  Management  and  Budget 
provides  oversight  of  the  Department's  budget,  finance,  grants 
and  procurement,  and  information  management  activities.  The 

FY  1982  revised  request  includes  reductions  of  11  positions. 
An  additional  $115,000  is  requested  to  support  automation  of 
the  budget  process,  as  required  by  0MB. 

—  Personnel  Administration  provides  policy  direction  for  all  per- 
sonnel management,  training,  career  development,  and  equal 
opportunity  activities  of  the  Department.    The  FY  1982  revised 
request  includes  a  reduction  of  9  positions  in  this  activity. 

—  Field  Managment  includes  the  staffs  of  the  10  Principal  Regional 
Officials  (PRO)  who  are  the  Secretary's  representatives  in  the 
regions.    The  FY  1982  revised  budget  includes  a  reduction  of 

18  positions  in  the  staffs  of  the  PRO's. 

—  The  General  Counsel  activity  provides  legal  services  related  to 
policy  and  general  management  of  the  Department  as  a  whole. 
Specific  legal  workloads  performed  in  support  of  program  operations 
in  the  Department's  agencies  are  included  in  the  Departmental 
Operations  portion  of  the  budget  request  under  the  Legal  Services 
activity. 

DEPARTMENTAL  OPERATIONS 

The  service  role  of  the  Secretary  is  reflected  in  the  "Departmental 
Operations"  portion  of  the  budget  which  includes  $95,873,000  and 
2,487  positions  in  FY  1982.     The  Departmental  Operations  portion  of 
the  budget  includes  those  Secretarial  activities  which  perform  ser- 
vice workloads  on  a  centralized  basis  for  organizations  of  the 
Department. 
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Facilities  Engineering  directs  all  facilities  operations  within  the 
Department;  guides  construction  by  organizations  receiving  Federal 
funds;  and  conducts  a  program  to  channel  U.S.  Government  surplus  real 
property  into  health;  income  security  and  social  services  purposes. 

Administrative  Services  provides  a  variety  of  general  administra- 
tive services  and  staff  support  to  the  Office  of  the  Secretary 
and  HHS  agencies  at  headquarters.    No  reductions  are  included  in 
this  activity. 

The  Grants  Payment  System  serves  as  a  central  payment  and  cash 
control  point  in  the  Department  for  recipients  of  HHS  awards. 
The  system  functions  as  a  fiscal  intermediary,  not  as  a  grant 
awarding  office. 

The  FY  1982  budget  request  for  the  Grants  Payment  System  repre- 
sents an  increase  of  16  positions  and  $336,000  which  would  enable 
the  Department  to  strengthen  its  cash  management  capabilities 
and  increase  annual  Federal  interest  savings  by  $4.8  million  to 
a  total  of  $8.8  million  in  FY  1982. 

The  Regional  Services  activity  provides  common  administrative 
services  including  personnel,  financial  and  indirect  cost  negoti- 
ation services  to  the  Department's  regional  components.  The 
revised  FY  1982  request  includes  a  reduction  of  37  positions  in 
this  activity. 

The  Employee  Systems  Center  provides  central  payroll  services  for 
all  HHS  employees  and  personnel  data  services  for  the  Department's 
agencies.'   The  revised  FY  1982  request  includes  a  reduction  of 
5  positions  in  this  activity. 

The  Legal  Services  activity  includes  the  legal  workload  associated 
with  departmental  program  activities,  which  includes  all  of  the 
program  support  divisions  and  their  regional  counterparts  in  the 
Office  of  the  General  Counsel.    The  revised  FY  1982  request 
includes  a  reduction  of  9  positions  in  this  activity. 
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Executive  Direction 


1981  1982 
Revised  Estimate  Revised  R« 


Pos. 

Amount 

Pos. 

Amount 

1. 

Secretary/ 
Under  Secretary 

122 

$5,073,000 
-  13,000 

122 
-3 

$5,131,000 
-  93,000 

Revised  request .... 

122 

5,060,000 

119 

5,038,000 

2. 

Assistant 
Secretary  for 
Legislation 

44 
+1 

$1,698,000 
+  21,000 

45 

$1,803,000 
-  11,000 

£VC  V13CU     iCljUCoU  •  •  ©  • 

45 

1  71 9  ooo 

45 

1    7Q?  000 

3. 

Assistant 
Secretary  for 
Planning  and 
Evaluation 

155 

$6,644,000 
-  13,000 

131 
-6 

$6,521,000 
-  187,000 

Revised  request .... 

155 

.6,631,000 

125 

6,334,000 

Total  Revised  Request 

322 

13,410,000 

289 

13,164,000 

1.       SECRETARY/UNDER  SECRETARY 


Justification  for  FY  1982  Request 

The  Office  of  the  Secretary  and  Under  Secretary  provides  leadership  and  guidance 
to  the  Department.    The  FY  1982  budget  request  provides  the  level  of  staff 
support  necessary  for  the  Secretary  and  Under  Secretary  to  provide  direction  to 
the  Department's  complex  programs,  implement  new  policy,  review  procedures,  and 
coordinate  various  new  initiatives. 

The  request  includes  funding  and  staff  support  to  maintain  the  operation  of  the 
interactive  computer  system  to  provide  correspondence,  regulations,  and  internal 
memoranda  tracking  and  control  for  documents  flowing  to  and  from  the  Secretary's 
office.  \ 
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In  1982,  the  Office  of  the  Secretary  and  Under  Secretary  will  direct  its 
resources  toward  discussion,  coordination,  and  implementation  of  the  various 
program  and  policy  changes  proposed  by  the  Administration  including  block 
grants,  Public  Health  Service  Hospitals,  and  return  of  Federal  control  to  State 
and  local  governments. 

Attention  will  also  be  focused  on  programs  of  special  interest,  such 
as  development  of  new  welfare  reform  proposals,  mental  health,  nutrition, 
preventive  health  care,  child  health  and  welfare,  and  World  Health  Organization 
liaison.     Staff  will  address  critical  issues  arising  from  the  Department's 
varied  and  complex  programs  and  review  programs  to  identify  issues  requiring 
Secretarial  attention. 

Explanation  of  FY  1982  Revised  Request  Compared  to 
FY  1981  Revised  Estimate 

The  request  includes  a  reduction  of  3  positions  in  the  Office  of  the 
Secretary  and  Under  Secretary. 

2.     ASSISTANT  SECRETARY  FOR  LEGISLATION 


Justification  for  FY  1982  Revised  Request 

The  Office  of  the  Assistant  Secretary  for  Legislation  with  a  staff  of  45 
positions  serves  as  principal  advisor  to  the  Secretary  with  respect  to  all 
aspects  of  the  Department's  legislative  program  and  congressional  relations 
activities.    The  Assistant  Secretary  manages  presentation  of  the  Depart- 
ment's legislative  program  to  Congress  and  provides  and  coordinates  liaison 
and  information  to  Members  of  Congress ,  congressional  committees  and  their 
staffs  about  the  Department's  legislative  programs.    The  Office  of  the 
Assistant  Secretary  is  comprised  of  three  major  components  with  responsi- 
bility for  substantive  legislative  planning,  coordination,  presentation  and 
implementation  in  the  areas  of  health,  human  services  and  congressional 
liaison.     The  Office  is  responsible  for  the  following  functions: 

—  Provides  advice  and  assistance  on  the  Department's  overall  programs, 
which  includes  implementation  and  development  of  proposed  future 
departmental  legislative  initiatives  and  coordination  of  legislative 
policy. 

—  Develops  testimony  for  departmental  witnesses  and  analyzes  and 
formulates  departmental  positions  on  pending  legislation. 

—  Establishes  improved  methods  of  performing  liaison  and  of  articulating 
departmental  views  on  legislation  to  the  Congress  and  congressional 
committees.    Disseminates  legislative  program  information;  responds  to 
congressional  casework/ constituent  referrals  to  the  Department;  makes 
notification  of  grant  and  contract  awards  to  Members  of  Congress  and 
prepares  and/or  reviews  departmental  responses  for  members  of  Congress 
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Coordinates  and  helps  develop  departmental  program  and  budget 
objectives  and  presents  them  to  the  House  and  Senate. 

—  Provides  functional  management  to  the  Office  of  Intergovern- 
mental and  Congressional  Affairs  in  the  10  HHS  regional  offices 
having  responsibility  for  providing  liaison  with  State  and  local 
governments  and  congressional  districts  offices,  and  analysis  of 
major  intergovernmental  issues. 

Explanation  of  FY  1982  Revised  Request  Compared  to 
FY  1981  Revised  Estimate 

The  FY  1982  level  of  45  positions  will  permit  the  Office  of  the  Assistant 
Secretary  for  Legislation  to  maintain  the  current  level  of  services  and 
includes  no  reduction  in  currently  estimated  workloads  or  staff.  During 
FY  1982  the  Office  anticipates  the  following  accomplishments: 

—  Continued  assistance  and  advice  on  more  than  180  congressional 
casework  actions  per  day; 

—  Congressional  correspondence  control  -  ADP  system  responses  to 
congressional  written  requests  estimated  at  1,650  per  month; 

—  Preparation  and  coordination  of  oversight  testimony  to  be  pre- 
sented to  congressional  committees  totalling  11,500  hours; 

—  Notification  of  grant  and  contract  awards  to  Members  of  Congress. 
Legislative  proposals  which  address  the  following  areas:  ' 

—  Comprehensive  Preventive  Health  Programs 

—  Migrant  Health  Services 

—  Hemophilia  Program  and  Blood  Separation  Centers 

—  Sudden  Infant  Death  Syndrome  (SIDS) 

—  Home  Health 

—  Health  Services  Research  and  Health  Statistics 

—  Medical  Library  Assistance 

—  Health  Professions  Education 

—  Medicaid  Reimbursement 

—  Medicare  Reimbursement 

—  Health  Planning  and  Health  Resources  Development  Authority 

—  Disease  Control  Programs 

—  Research  Training 

—  Nurse  Training  —  special  project  practitioner  programs 

—  Genetic  Disease  Program 

—  Emergency  Medical  Services 

—  Health  Maintenance  Organizations 
■ —  Drug  Abuse  and  Treatment 

—  Public  Works  and  Economic  Development  Act  of  1965 

—  Appalachian  Regional  Development  Act 

—  Health  Education  and  Health  Promotion 


78-993   O— 80  67 
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—  Comprehensive  Alcohol  Abuse  and  Alcoholism  Prevention,  Treatment 

and  Rehabilitation  Act  of  1970 

—  National  Health  Service  Corps 

—  Native  Americans  Program  " 

—  Child  Abuse  Prevention  and  Treatment  Act 

—  Social  Security  Legislation 

—  Older  Americans  Act 

—  Head  Start 

—  Refugee  Assistance  Act 

—  Provisions  of  Title  XX  (Social  Services)  the  Social  Security  Act 

—  Aid  to  Families  with  Dependent  Children  and  Supplemental  Security 

Income  Legislation 

—  Child  Support  Enforcement  Program 

3.  ASSISTANT  SECRETARY  FOR  PLANNING  AND  EVALUATION 


Justification  for  FY  1982  Revised  Request 

The  Assistant  Secretary  for  Planning  and  Evaluation  is  the  principal  advisor 
to  the  Secretary  on  health,  income  assistance  and  social  service  policy 
planning  and  program  evaluation.    The  Office  provides  direction  to  all 
policy  planning,  evaluation,  and  non-medical  research  activities  in  the 
agencies,  and  performs  directly  analyses,  evaluations  and  research  on  issues 
of  major  departmental  interest.    The  Office  also  administers  the  Policy 
Research  activity  included  in  the  Department's  request  as  a  separate  program. 

Three  major  vehicles  are  used  for  accomplishing  ASPE  objectives: 

—  Most  of  the  staff  conduct  policy  analyses.    This  involves  examination 
of  the  costs  and  effects  of  legislative,  administrative,  regulatory, 
or  other  policy  alternatives.    Areas  of  investigation  include  health 
care  financing  and  service  delivery,  costs  of  alternative  health 
programs,  social  security  benefits  and  financing,  income  assistance 
programs,  health  competition,  aging,  retirement  behavior,  long  term 
care  and  disability.     Significant  results  from  all  policy  analysis, 
research,  evaluation  and  statistical  studies  are  incorporated  into 
policy  recommendations  of  the  Secretary  and  other  key  officials  in  the 
Department . 

—  Other  staff  directs  HHS  planning,  formulation  of  legislation,  regulatory 
analysis,  evaluation,  and  non-medical  research.    This  includes:  prepara- 
tion of  the  Secretary's  analytic  agenda  of  major  policy  studies;  evalua- 
tion of  a  broad  range  of  the  Department's  programs;  and  formulation  of 
the  Department's  legislative  program.     Staff  also  participate  in  the 
development  and  review  of  agency  research  and  evaluation  plans,  and, 

in  selected  cases,  collaborate  with  other  departments  in  the  conduct 
of  research  and  evaluation  projects. 
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—  In  order  to  broaden  participation  in  the  development  of  departmental 
policy,  the  Office  relies  on  interagency  committees;  public  advisory 
groups  such  as  the  Secretary's  Advisory  Committee  on  the  Rights  and 
Responsibilities  of  Women;  public  hearings;  and  HHS  working  groups. 

During  FY  1982  the  Office  will  direct  the  Department's  policy  develop- 
ment, evaluation  and  research  activities  with  particular  attention  to 
ensuring  that  these  activities  address  the  most  pressing  concerns  of 
departmental  policy  makers  and  the  Congress,  and  that  they  improve  the 
management  and  efficiency  of  the  Department's  programs.    Policy  analysis 
will  continue  in  health,  social  services,  and  income  assistance  program 
areas.    Major  activities  will  include: 

Long  Term  Care  (LTC) ;    Implement  the  twelve  National  LTC  Demonstration 
projects  and  monitor  activities.    Identify  and  analyze  legislative 
options  that  impact  on  LTC  organizations  and  delivery  systems  including 
modification  of  Medicaid,  Medicare,  Title  XX,  the  Older  Americans  Act, 
and  Supplementary  Security  Income.    Continue  development  of  LTC  surveys. 

Health  Cost  Estimating;    Continue  the  development  of  models  that  will 
provide  fast,  accurate  estimation  of  eligibility,  utilization  and  costs 
associated  with  a  broad  range  of  health  care  and  health  insurance  coverage 
policy  alternatives. 

Legislation  Development;    Manage  the  formulation  of  legislative  proposals 
for  FY  1982  and  FY  1983;  maintain  a  system  for  tracking  the  development  of 
legislative  proposals  in  response  to  Secretarial  policy  choices. 

Income  Assistance  Policy;    Complete  the  demonstration  phase  of  the  monthly 
income  reporting  experiments;  analyze  the  costs  and  effects  of  various 
proposed  improvements  in  income  assistance  programs;  expand  the  local 
welfare  computer  simulation  model  with  regard  to  payment  accuracy  data; 
and  perform  evaluation  of  AFDC  administrative  practices  and  suggest 
possible  improvements. 

Social  Security:    Investigate  the  implications  of,  and  alternatives  to 
universal  coverage;  examine  cost  and  equity  issues  regarding  various 
proposals  on  the  treatment  of  homemakers  under  Social  Security;  continue 
an  analysis  of  the  cost  and  behavioral  effects  of  alternative  methods  of 
determining  disability  and  reexamining  previously  determined  disability 
status;  analyze  future  demographic  changes  in  the  population  and  estimate 
the  revenue  needs  and  pay-out  effects  of  the  Social  Security  trust  funds. 
Develop  simulation  models  to  analyze  the  economics  and  relative  advantages 
of  differing  retirement  income  programs;  and  study  behavior  associated 
with  retirement,  labor  supply  and  saving  prior  to  and  after  retirement. 
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Evaluation:     Prepare  the  annual  departmental  guidance  for  the  conduct 
of  evaluation  activities;  review  agency  evaluation  plans  and  provide 
detailed  comments  in  approving  or  disapproving  agency-proposed  projects. 
Evaluate  programs  and  issues  through  short-term  evaluation  projects;  review 
selected  major  programs;  conduct  directly  evaluations  in  a  range  of 
cross-cutting  areas;  and  direct  evaluations  towards  issues  of  major  policy  or 
management  concerns. 

Research  Management:    Review,  approve,  coordinate  and  monitor  research 
projects  undertaken  by  departmental  agencies.    Work  with  the  Departmental 
Research  Policy  Committee  to  review  agency  research  plans,  budgets  and 
management  practices;  examine  research  and  development  budgets  for  gaps, 
duplications  and  priorities;  recommend  changes  in  areas  of  investigation 
and  funding  levels;  and  suggest  administrative  changes  for  improved  program 
planning,  management,  dissemination  and  utilization  of  results. 

Explanation  of  FY  1982  Revised  Request  Compared  to 
Revised  Estimate 

The  FY  1982  requested  staff  level  of  125  positions  represents  a  decrease  of 

30  positions  from  FY  1981:     24  term  and  6  full-time  permanent  positions  will  be 

eliminated . 

The  FY  1982  staff  level  of  125  positions  will  enable  ASPE  to  conduct  ongoing 
policy  planning  and  program  evaluation  activities.    This  level  will  permit 
continuing  development  of  policy  options  for  Secretarial  consideraation 
including  legislative,  regulatory,  administrative  and  organizational 
alternatives.    The  reduction  of  24  term  positions  from  the  FY  1981  level 
eliminates  the  remaining  term  staff  assigned  to  work  on  welfare  reform,  health 
insurance  and  hospital  cost  containment  initiatives.    The  reduction  of  six 
positions  reflects  the  Administration's  proposed  reductions  in  HHS  programs  and 
consequent  reduction  in  the  need  for  policy  analyses  and  program  evaluations. 
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Public  Information 


1981 

Revised  Estimate 

1982 
Revised  Request 

Pos. 

Amount 

Pos. 

Amount 

Current  request... 

47 

$2,268,000 

47 

$2,306,000 

Proposed  change. . . 

-1,000 

-2 

-48,000 

Revised  request. 

47 

2,267,000 

45 

2,258,000 

Justification  for  FY  1982  Revised  Request 


The  Assistant  Secretary  for  Public  Affairs  serves  as  the  principal  advisor  to 
the  Secretary  on  public  affairs  aspects  of  departmental  policy;  oversees  the 
planning  and  execution  of  communication  activities  throughout  HHS,  conducts 
departmentwide  public  affairs  programs  and  provides  a  variety  of  communication 
services;  provides  information  on  departmental  actions  and  purposes  to 
appropriate  audiences;  and  administers  the  Freedom  of  Information  Act,  the 
Privacy  Act  and  other  statutes  concerning  access  to  information. 

This  Office  performs  the  following  functions: 

— Conducts  an  active  program  of  communicating  with  the  public  through  the 
national  media  and  other  avenues  to  further  public  understanding  of 
departmental  policies,  programs  and  issues. 

— Provides  information,  advice  and  counsel  to  the  Secretary  and  other  HHS 
policy  makers  in  the  development  and  establishment  of  departmental 
policies  and  conduct  of  departmental  activities. 

— Provides  technical  advice  and  assistance  to  all  HHS  elements  to  further 
the  effectiveness  of  communication  in  support  of  departmental  programs. 

—Reviews  and  coordinates  the  processing  of  audiovisual  and  printed 

materials  from  throughout  the  Department  to  further  cost-effectiveness 
and  efficiency. 

—Serves  as  functional  manager  of  and  provides  communication  services  to 
all  public  affairs  activities  in  the  Department,  and  maintains  liaison 
among  public  affairs  personnel  in  the  Office  of  the  Secretary,  agencies, 
regional  offices,  and  the  White  House. 

— Administers  the  Freedom  of  Information  and  Privacy  Acts  and  other 

information-access  statutes  to  assure  the  public's  right  to  know  while 
safeguarding  the  individual's  right  to  privacy. 
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Anticipated  FY  1982  accomplishments  inlcude: 

— Development  and  distribution  of  the  first  departmentwide  audiovisual 
catalog  to  better  serve  the  public  by  permitting  easier  access  to  HHS 
materials. 

— Review  of  1,300  publications,  100  audiovisuals ,  40  multi-media  campaigns 
and  30  contracts  to  insure  cost  effectiveness  and  non-duplication  of 
effort. 

— Implementation  of  a  computerized  information  storage  and  retrieval  system 
to  strengthen  the  functional  management  of  public  affairs  in  HHS. 

— Update  of  implementing  regulations  for  the  Freedom  of  Information  and  Privacy 
Acts  to  reflect  current  case  law  and  HHS  policy. 

Explanation  of  FY  1982  Revised  Request  Compared  to 
FY  1981  Revised  Estimate 

The  FY  1982  revised  request  of  45  positions  represents  a  decrease  of  two 
positions  from  the  FY  1981  estimate.     This  reflects  the  Administration's 
proposed  FY  1982_  reductions  in  HHS  programs  and  a  consequent  reduction  in 
editing,  writing  and  other  public  information  support. 
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Management  and  Budget 

1981  1982 

Revised  Estimate  Revised  Request 

Pos.  Amount  Pos.  Amount 

Current  Request   462        $20,007,000  464  $21,284,000 

Proposed  Change      -87,000  -13  -585,000 

Revised  Request   462         19,920,000  451  20,699,000 


1.     OFFICE  OF  FINANCE 
Justification  for  FY  1982  Revised  Request 

This  office,  with  an  authorization  of  123  permanent  positions,  provides 
leadership,  guidance,  oversight  and  technical  assistance  in  the  develop- 
ment, improvement  and  management  of  the  Department's  financial  systems  and 
operations.     This  includes  accounting,  debt  and  cash  management,  travel  and 
fiscal  policy,  budget  execution,  and  outlay  estimating.     This  office  also 
provides  selected  centralized  financial  services  to,  or  on  behalf  of,  the 
agencies. 

The  Office  of  Finance  is  engaged  in  three  major  initiatives.     The  first  is 
to  develop  new  financial  systems  which  will  replace  the  current  outmoded, 
error  prone  systems  throughout  the  Department.     The  second  initiative,  is  to 
install  improved,  modern  letter  of  credit  systems  for  providing  cash  advances 
-to  States.     The  third  initiative  is  to  improve  debt  management  in  the  Depart- 
ment.   Accomplishments  anticipated  during  FY  1982  include: 

—  Implement  the  standard  accounting  system  in  the  Office  of  the  Secretary 
and  Office  of  Human  Development  Services,  and  complete  the  detailed  plans 
for  implementation  of  the  new  accounting  system  throughout  the  Department 
beginning  in  FY  1983. 

—  Oversee  continued  development  of  the  modernized  grants  payment  system  and 
continued  improvements  to  reduce  excessive  cash  held  by  recipients. 

—  Complete  the  implementation  of  delay-of-drawdown  letters  of  credit 
financing  (or  checks-paid  letters  of  credit  financing  where  feasible  and 
cost-effective)  for  direct  public. assistance  programs  in  the  remaining 
23  States  and  expand  use  of  these  procedures  to  all  other  HHS  programs 
in  the  first  10  States. 

—  Oversee  continued  improvements  in  the  Department's  management  of  public 
debts  owed  HHS,  including  improved  procedures  for  identifying  debts  as 
they  occur  as  well  as  firmer  accounting  controls  and  more  rapid  recovery. 
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Explanation  of  FY  1982  Revised  Request  Compared  to 
FY  1981  Revised  Estimate 

The  FY  1982  revised  request  contains  no  increase  in  positions.  However, 
two  positions  are  being  reallocated  from  accounting  services  to  cash 
management  to  expand  implementation  of  improved  letter  of  credit  methods 
(checks-paid  letters  of  credit  and  delay-of-drawdown  letters  of  credit)  for 
financing  additional  health  and  human  services  programs  in  the  10  largest 
recipient  States.     Currently,  these  methods  are  being  implemented  only  for 
the  Public  Assistance  programs.     The  reduction  of  two  positions  in  account- 
services  reflects  anticipated  workload  savings  as  a  result  of  installing 
the  standard  accounting  system  in  the  Office  of  the  Secretary. 

The  Department  has  been  implementing  first  a  delay-of-drawdown  letter  of 
credit  procedure,  followed  later  by  implementation  of  a  checks-paid  letter 
of  credit  procedure  where  determined  cost-effective  in  a  State.  The 
objective  of  both  procedures  is  to  delay  the  transfer  of  Federal  funds  to  a 
State  until  the  day  when  disbursement  checks  or  warrants  issued  by  the 
State  have  cleared  the  State's  bank  account.     The  delay  in  transferring 
Federal  funds  results  in  significant  outlay  savings  and  interest  savings  to 
the  Federal  government. 

The  delay-of-drawdown  procedure  is  simpler  to  implement  but  less  reliable 
than  the  checks-paid  procedure  because  it  relies  on  esimating  techniques  by 
the  State  for  determining  when  a  Federal  cash  draw  should  be  initiated. 
The  checks-paid  procedure  is  technically  more  complex  to  implement  and  has 
greater  impact  on  State  systems  because  it  relies  on  actual  encoding  of  the 
Federal  dollar  portion  on  the  State's  check  .or  warrant  to  enable  the  bank 
to  tally  the  Federal  portion  of  the  checks  clearing  daily  and  make  the  draw 
of  Federal  funds.  The  checks-paid  procedure  is  superior  because,  once 
implemented,  the  procedure  operates  automatically  and  is  not  subject  to 
estimating  errors  or  manipulation. 

The  checks-paid  procedure  will  be  installed  where  it  either  is  not  excess- 
ively costly  to  implement  or  where  it  will  produce  significant  additional 
savings  above  the  savings  being  achieved  under  the  delay-of-drawdown 
method. 

The  Department's  initiative  began  in  1980  for  financing  direct  assistance 
activities  under  the  Medicaid,  Aid  to  Families  With  Dependent  Children 
and  Title  XX  social  services  programs.     Delay-of-drawdown  procedures  were 
implemented  in  7  States  in  1980.     These  procedures  are  being  implemented 
in  an  additional  20  States  in  1981  and  in  the/remaining  23  States  in  1982. 
The  reallocated  two  positions  will  enable  the  Department  to  accelerate  its 
efforts  to  achieve  additional  budgetary  sayings  by  extending  the  new 
financing  procedures  to  the  remaining  programs  of  the  Department  in  the 
first  10  largest  recipient  States.     While  these  10  State's  will  have  delay- 
of  drawdown  or  checks-paid  procedures  in  place,  the  expansion  to  additional 
programs  requires  time-consuming  efforts  to  reconcile  the  Federal  and  State 
records  of  the  many  grant  awards  that 'would  be  converted  to  financing  under 
the  new  procedures. 


/ 
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The  new  financing  procedures  produced  one-time  outlay  savings  of  $262 
million  in  1980  and  are  expected  to  produce  additional  one-time  outlay 
savings  of  $150  million  in  1981  and  $200  million  in  1982.     The  outlay 
savings,  when  achieved,  begin  immediately  to  yield  interest  savings  to 
the  Federal  government.    The  combined  outlay  savings  for  the  three  years 
will  yield  estimated  recurring  annual  interest  savings  of  about  $56  million 
based  on  a  Treasury  interest  rate  of  9.15  percent. 

The  development  of  a  new  standard  accounting  system  to  replace  current 
accounting  systems  is  also  expected  to  yield  savings.    We  estimate  that 
once  the  system  is  implemented  throughout  the  Department,  we  will  accrue 
annual  operating  savings  of  $2  million  and  will  avoid  incurring  an  additional 
$5  million  in  developmental  costs  associated  with  upgrading  individual 
agency  accounting  systems. 

These  management  efficiencies  and  real  dollar  savings  and  recoveries  off-set 
many fold  the  cost  of  resources  devoted  to  realizing  the  savings. 


2.     OFFICE  OF  GRANTS  AND  PROCUREMENT 
Justification  for  FY  1982  Revised  Budget 

The  Office  of  Grants  and  Procurement,  with  63  positions,  provides  overall 
guidance  for  the  Department's  grant,  procurement,  logistics,  and  indirect 
cost  negoiation  activities.    In  addition,  the  Office  settles  audit  reports 
affecting  the  programs  of  two  or  more  HHS  agencies  or  Federal  departments. 

FY  1982  accomplishments  will  include  the  following: 

—  Continue  monitoring  agency  performance  in  meeting  HHS  goals  for  reducing 
year-end  grant  and  contract  spending  and  minimizing  noncompetitive 
procurements. 

—  Make  quality  assurance  reviews  of  the  implementation  of  A-76,  and  update 
the  Department's  Material  Management  Manual. 

—  Review,  resolve,  and  correct  approximately  70  HHS  grantee/contractor 
financial  management  system  deficiencies  identified  by  HHS  auditors. 

—  Review  the  ADP  rate-setting  procedures  of  approximately  40  State  and 
local  governments  and  other  major  grantee  institutions. 

—  Conduct  10  grant,  procurement,  and  logistics  management  reviews  in 
selected  HHS  programs  involving  approximately  $750  million  in  grant 
and  contract  awards. 

—  Develop  and  conduct  formal  grants,  procurement,  and  logistics  manage- 
ment training  courses  for  attendance  by  approximately  3,000  professional 
employees  and  officials  of  the  Department. 
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—  Review,  amend,  issue  or  delete  approximately  195  HHS  agency  grant  admin- 
istration regulations  and  policies  for  conformity  with  departmental  grant 
regulations. 

—  Continue  to  amend  and  implement  procedures  and  policies  for  utilization 
of  existing  personal  property  through  maintenance,  repair,  and  rehabil- 
itation to  utilize  fully  existing  resources. 

—  Review  and  render  a  departmental  position  in  approximately  80  contractor 
protest  cases. 

Explanation  of  FY  1982  Revised  Request  Compared  to 
FY  1981  Revised  Estimate 

The  revised  FY  1982  request  of  63  positions  includes  a  reduction  of  four 
positions  from  FY  1981.     This  reflects  the  Administration's  proposed  reduc- 
tions in  HHS  programs  and  consequent  reduction  in  the  need  for  grant,  pro- 
curement and  logistics  program  review  and  policy  and  regulation  development 
and  implementation. 

3.     OFFICE  OF  BUDGET 


Justification  for  FY  1982  Revised  Budget 

The  Office  of  Budget  is  responsible  for  overseeing  the  preparation  and  pres- 
entation of  the  Department's  budget  involving  about  $251  billion  in  Federal 
expenditures  for  FY  1982.     The  Office  also  serves  as  advisor  to  the  Secretary 
on  all  budget  matters. 

In  recent  years,  the  budget  process  has  become  more  complex  and  time-consuming. 
Additional  analytical  effort  and  documentation  have  resulted  from  a  variety 
of  factors  including:     revisions  of  fiscal  years  budgets;  detailed  reestimates 
of  budget  amounts  on  numerous  occasions  other  than  the  annual  budget  request; 
the  requirement  to  estimate  staffing  on  a  full-time  equivalent  basis,  as  well 
as  on  a  permanent  position  basis;  introduction  of  budgetary  controls  in  such 
areas  as  travel  and  consultant  services;  and  increased  general  interest  in 
budget  matters  by  the  public. 

The  Budget  Office,  perform  the  following  activities: 

—  Participates  in  the  policy  development  process  of  the  Department,  in- 
cluding a  thorough  analytical  review  of  agency  budget  requests,  as  well 
as  the  review  of  all  policy  papers  and  legislative  and  regulatory  pro- 
posals which  have  a  budgetary  impact. 

—  Provides  forecasts  of  resources  necessary  to  support  departmental  activ- 
ities. 

—  Develops  and  administers  policy  and  procedures  for  staffing  including 
allocation  of  positions  and  control  of  departmental  employment  ceilings. 


Provides  budgetary  information  to  congressional  appropriations  committees, 
the  Office  of  Management  and  Budget  and  the  public. 
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—  Provides  policies,  procedures  and  technical  guidance  for  preparation  of 
detailed  budget  material  by  the  Department's  organizational  components. 

In  FY  1982  with  56  positions,  the  Office  of  Budget  will  expand  the  capabilities 
of  the  automated  budget  system  to  comply  with  the  0MB  directive  for  computer- 
ization of  the  Federal  budget.     This  system  is  intended  to  computerize  prepar- 
ation of  much  of  the  material  for  the  Budget  Appendix  and  will  improve  the 
timeliness  and  accuracy  of  these  data.     The  Office  of  Budget  is  requesting  an 
additional  $115,000  for  FY  1982  for  increased  use  of  ADP  processing  time. 

Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981  Revised  Estimate 

The  FY  1982  revised  level  includes  a  reduction  of  one  position  from  1981,  for 
a  revised  total  of  56  positions.     This  is  consistent  with  the  Administration's 
proposed  reductions  in  HHS  programs  and  its  commitment  to  reduce  Federal 
staffing  levels. 

A.     OFFICE  OF  MANAGEMENT  ANALYSIS  AND  SYSTEMS 

Justification  for  FY  1982  Revised  Request 

The  Office  of  Management  Analysis  and  Systems  is  responsible  for  advising  the 
Secretary  on  management  issues  affecting  the  Department's  goals  and  objectives. 
The  office  guides,  monitors,  and  evaluates  policies  and  practices  in  the  areas 
of:     departmental  organizational  structures;  application  of  management  science 
and  quantitative  analysis  techniques;  management  information  systems,  including 
automated  data  processing  and  telecommunications,  security  of  data,  utilization 
and  procurement  of  equipment,  and  Federal  financial  participation  in  the  acqui- 
sition of  State  ADP  systems  supporting  Social  Security  Act  programs;  program  in- 
integrity  systems;  and  environmental  affairs.   The  request  includes  a  staff  of 
75  positions. 

During  FY  1982,  the  Office  of  Management  Analysis  and  Systems  plans  to: 

—  Continue  and  expand  the  Operations  Management  System  (0MS)  -  the  Secre- 
tary's internal  management  control  system  used  to  oversee  major  oper- 
ational objectives  of  the  Department.     In  FY  1982,  the  System  will  be 
expanded  to  include  over  75  initiatives  and  300  individual  indicators 
of  performance. 

—  Continue  to  operate  the  Department's  program  to  stem  losses  due  to  manage- 
ment inefficiencies,  program  misuse  and  fraud  with  a  goal  of  achieving 
savings  in  excess  of  $2.1  billion. 

—  Lead  the  Department's  efforts  to  reduce  the  amount  of  paperwork  burden  im- 
posed on  others  by  HHS  by  at  least  15%  as  compared  to  the  amount  of  paper- 
work burden  imposed  on  April  1,  1981.     This  reduction  is  mandated  by  the 
Paperwork  Reduction  Act  of  1980. 

Assess  and  make  further  improvements  in  departmental  information  systems, 
organizational  structures,  and  management  processes,  resulting  in  savings 
to  HHS  of  at  least  five  times  the  OMAS  budget. 
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Explanation  of  FY  1982  Revised  Request  Compared  to 
FY  1981  Revised  Estimate 

The  revised  FY  1982  budget  request  reduces  OMAS  staffing  by  one  full-time 
permanent  position  in  contrast  to  the  FY  1981  revised  estimate.     This  reflects 
the  Administration's  proposed  reductions  in  HHS  programs  and  a  consequent  re- 
duction in  the  need  to  perform  management  analyses  at  the  direction  of  senior 
departmental  officials. 

5.     OFFICE  OF  MANAGEMENT  SERVICES 
Justification  for  FY  1982  Revised  Request 

The  Office  of  Management  Services,  staffed  with  114  positions,  will  pro- 
vide personnel  services  to  headquarters  Office  of  the  Secretary  activities, 
contracts  and  grants  services  to  headquarters  activities  and  emergency  co- 
ordination for  the  Department.     It  also  will  provide  space  and  facilities 
management  for  all  departmental  components  in  the  Washington  area. 

In  addition  to  the  basic  services  provided,  we  anticipate  accomplishing  the 
following  in  FY  1982: 

—  Coordinate  the  participation  of  all  principal  operating  components  of 
the  Department  in  adopting  preparedness  plans  that  conform  to  the  Depart- 
ment's umbrella  preparedness  plan. 

—  Avoid  $500,000  in  contract  costs  through  the  use  of  the  competitive  pro- 
curement process. 

—  Survey  all  office  space  assigned  to  the  Department  in  Southwest  D.C.  to 
improve  utilization  and  reduce  costs. 

Explanation  of  FY  1982  Revised  Request  Compared  to 
FY  1981  Revised  Estimates 

The  Office  of  Management  Services  revised  request  for  114  positions  includes 
a  reduction  of  three  positions.     This  reflects  a  reduction  in  the  personnel 
servicing  and  procurement  needs  of  OS  staff  offices. 
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Assistant  Secretary  for  Personnel  Administration 


1981 

Revised  Estimate 
Pos.  Amount 


1982 
Revised  Request 
Pos.  Amount 


Current  request... 


242 


$8,724,000 


242 


$9,055,000 


Proposed  change... 


-9,000 


-9 


-257,000 


Revised  request. 


242 


8,715,000 


233 


8,798,000 


1. 


OFFICE  OF  PERSONNEL 


Justification  for  FY  1982  Revised  Request 

The  Office  of  Personnel,  with  a  staff  of  162,  is  responsible  for  effective 
management  and  administration  of  personnel  matters  in  the  Department.  The 
Office  develops  and  implements  departmental  personnel  policies;  advises 
and  acts  on  personnel  management  and  training,  executive  personnel,  and 
career  development  activities;  and  provides  leadership  in  assuring  the 
integrity,  effectiveness  and  impartiality  of  HHS  personnel  systems.  The 
office  represents  the  Department  on  personnel  and  training  matters  to  the 
Office  of  Personnel  Management,  other  Federal  agencies  and  the  public. 

In  FY  1982  program  emphasis  will  continue  to  be  placed  on  the  implementation 
and  refinement  of  policy  and  procedures  required  under  the  Civil  Service 
Reform  Act.    The  office  plans  to  conduct  the  following  activities: 

—  Evaluate  implementation  of  the  SES  in  the  Department  including  the  SES 
candidate  development  program  and  assess  recruitment  of  new  candidates 
into  the  development  program. 

—  Continue  to  provide  technical  assistance  to  the  Executive  Resources 
Management  Council  and  agency  Executive  Resources  Boards  and  Performance 
Review  Boards,  including  hosting  additional  workshop  conferences  and 
establishing  a  quarterly  newsletter  publication. 

—  Continue  to  conduct  executive  searches  for  filling  top-level  vacancies 
and  upgrade  executive  search  capability  in  the  Department's  agencies. 

—  Complete  implementation  of  the  Personnel  Trend  Analysis  (PTA)  system. 
This  system  relies  on  a  small  number  of  statistical  factors  that  are 
indicators  of  potential  improvement  or  slippage  in  the  level  of  personnel 
system  performance  in  HHS  agencies.    When  the  statistical  indicators  over 
time  are  analyzed,  trends  can  be  charted  and  corrective  interventions 
undertaken  as  appropriate.     This  system  aids  the  Department  in  determining 
where  its  personnel  system  survey  and  improvement  efforts  should  be  directed. 
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—  Examine  350  grievances,  conduct  500  investigations,  investigate  80  merit 
systems  cases  and  process  2,200  personnel  security  investigations. 

—  Complete  design  and  pilot  testing  of  project  guides  for  the  survey  of 
personnel  management  policies  and  practices  and  of  the  classification, 
training,  emloyee  relations  and  labor  relations  service  systems.  The 
guides  will  facilitate  the  development  and  execution  of  survey  projects 
at  any  management  level  in  accordance  with  departmental  expectations. 

Explanation  of  FY  1982  Revised  Request  Compared  to 
FY  1981  Revised  Estimate 

The  FY  1982  revised  request  of  162  positions  for  this  activity  includes  a 
decrease  of  7  positions  below  the  FY  1981  estimate.     This  reflects  reductions 
proposed  by  the  Administration  in  HHS  programs  which  will  result  in  lower 
workloads  in  the  areas  of  departmental  training  management,  employee  griev- 
ances, and  other  personnel  management  areas. 

2.     OFFICE  OF  EQUAL  EMPLOYMENT  OPPORTUNITY 

Justification  for  FY  1982  Revised  Request 

The  Office  of  Equal  Employment  Opportunity,  with  a  staff  of  27,  has  responsi- 
bility for  planning,  implementing  and  monitoring  a  departmentwide  equal  employ- 
ment opportunity  program.     The  office  oversees  the  Department's  EEO  activities 
including  complaints  counseling  and  adjudication  in  the  agencies  and  the 
complaint  investigation  function  in  the  Office  of  Personnel.     The  EEO  office 
provides  leadership,  guidance  and  assistance  to  the  Department's  agencies  and 
regions  through  the  operation  of  the  Department's  Affirmative  Action  Program; 
the  Handicapped  Employment  Program;  the  Minorities  Employment  Program;  the 
Federal  Women's  Program;  and  through  the  collection,  control  and  analysis  of 
all  data  pertaining  to  discrimination  complaints.     In  FY  1982  the  office 
plans  to  conduct  the  following  activities: 

—  Monitor  the  1982  multi-year  affirmative  action  plans;  initiate  compliance 
reviews  in  conjunction  with  the  EEOC;  develop  a  data  system  to  support  the 
plans;  and  increase  and  fully  monitor  new  handicapped  employment  targets. 

—  Complete  a  full  range  of  departmental  EEO  policy  instruction. 

—  Insure  that  management's  goal  of  reducing  processing  time  for  EEO  com- 
plaints to  an  average  of  215  days  is  achieved. 

—  Implement  skills  surveys,  jointly  developed  with  the  Employee  Systems 
Center,  as  an  internal  applicant  source  to  facilitate  the  consideration 
of  under -represented  minority  groups  for  employment. 

Explanation  of  FY  1982  Revised  Request  Compared  to 
FY  1981  Revised  Estimate 

The  FY  1982  revised  request  of  27  positions  for  this  activity  includes  a 
decrease  of  1  position  below  the  FY  1981  estimate.     This  reflects  the  Ad- 
ministration's proposed  reductions  in  HHS  programs. 
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3.    MANAGEMENT  DIRECTION  AND  SUPPORT 
Justification  for  FY  1982  Revised  Request 

This  includes  the  Immediate  Office  of  the  Assistant  Secretary,  the  Office  of 
Special  Initiatives,  the  departmental  Grant  Appeals  Board  and  the  Executive 
Office.    Total  staff  is  44.    The  Office  of  Special  Initiatives  monitors  and 
evaluates  programs  within  ASPER's  scope  to  identify  areas  requiring  new  or 
updated  policies  and  procedures;  administers  the  new  Employee  Counseling 
Program;  and  administers  the  departmental  awards  and  suggestions  program. 
The  Grant  Appeals  Board,  with  a  staff  of  20,  reviews  post-award  grant  disputes 
occurring  in  the  discretionary  grant  program  of  the  Department.    The  Board 
conducts  the  hearings  necessary  to  resolve  such  disputes  and  issues  rulings  . 
on  behalf  of  the  Department.    Activities  planned  in  FY  1982  include: 

—  The  Employee  Counseling  Service  will  provide  consultation  and  leadership 
to  other  Federal,  State  and  private  groups  and  implement  a  series  of 
model  contracts  geared  toward  establishing  an  effective  alcohol  and  drug 
abuse  program  in  HHS. 

—  Refinements  and  changes  identified  as  a  result  of  the  evaluation  of  the 
regional  personnel  reorganization  will  be  implemented. 

—  Continued  emphasis  on  reducing  case  backlog  in  grant  appeals  and  reducing 
the  average  processing  time  from  its  current  12  months  to  6  months. 

Explanation  of  FY  1982  Revised  Request  Compared  to 
FY  1981  Revised  Estimate 

The  FY  1982  revised  request  includes  a  reduction  of  1  position  to  the  FY  1981 
estimate  of  45  postions  for  management  direction  and  support.    This  decrease, 
in  the  Grant  Appeals  Board,  reflects  the  administration's  proposed  changes 
in  HHS  grant  programs. 
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1981  1982 

Revised  Estimate  Revised  Estimate 

Pos .             Amount  Pos .  Amount 

Current  request                                    236         $10,983,000  236  $11,510,000 

Proposed  change    -8,000         -18  -400,000 

Revised  request                                   236           10,965,000  218  11,110,000 


Justification  for  FY  1982  Revised  Request 

The  Principal  Regional  Officials  (PROs)  serve  as  the  personal  representatives 
of  the  Secretary  in  the  Department's  ten  regional  offices.     The  PROs  major 
duties  are  to: 

— -  Constitute  the  principal  regional  contact  for  the  Office  of  the  Secretary 
with  State  and  local  elected  officials,  the  media,  and  public  interest 
groups; 

—  Assess  the  effectiveness  of  HHS  programs  at  the  client  level; 

—  Resolve  problems,  at  the  Secretary's  request,  that  cut  across  program  areas; 

—  Provide  centralized  and  cost  effective  personnel,  finance  and  administrative 
services  to  the  departmental  regional  program  units;  and 

—  Serve  as  the  clearing  point  for  quick  service  and  response  to  congressional 
district  offices. 

The  FY  1982  revised  request  of  218  positions  will  permit  the  PROs  to  perform 
all  of  their  major  duties;  however,  the  reduction  of  18  positions  will  require 
changes  in  current  operations.     During  FY  1982,  the  PROs  anticipate  the 
following  accomplishments. 

—  The  regional  offices  will  continue  to  make  numerous  public  and  media  contacts 
to  develop  strong  citizen  representation  in  the  formulation  of  HHS  public 
policy.    Dissemination  of  information  will  be  reduced,  and  responses  to 
requests  for  publications,  films  and  other  information  will  be  curtailed, 

—  The  PROs  will  conduct  twenty  national  service  delivery  assessments  and  ten 
regional  specific  projects,  and  will  identify  new  assessment  issues  for 
consideration  by  the  Secretary  and  the  Inspector  General. 

~  The  PROs  will  continue  to  respond  to  on-going  technical  assistance  needs 
of  the  State  and  local  governments. 
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Explanation  of  FY  1982  Revised  Request  Compared  to 
FY  1981  Revised  Estimate 

The  FY  1982  revised  request  includes  a  reduction  of  18  positions  from  the 
FY  1981  current  level  of  operation.     This  reflects  reductions  proposed 
by  the  Administration  in  the  regional  activity  of  HHS  programs.  The 
reduction  will  not  require  elimination  of  any  specific  functions  in  the  PROs 
offices.    However,  there  will  be  an  overall  effect,  on  the  need  to  visit 
State  and  local  governments  and  to  provide  technical  assistance. 


78-993   O— 80  68 
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General  Counsel 


1981  1982 
Revised  Estimate  Revised  Request 

Pos .        Amount  Pos .  Amount 

Current  request   96      $2,818,000  96  $2,941,000 

Proposed  change   ^11  -  5,000  ^_5  -  136,000 

Revised  request   96        2,813,000  91  2,805,000 


1.  LITIGATION 
Justification  for  FY  1982  Revised  Request 

The  Office  of  the  General  Counsel  provides  legal  services  to  the  Department  in 
two  areas  of  litigation:     defensive  and  enforcement.     Through  defensive  litiga- 
tion including  administrative  hearings ,  attorneys  represent  the  Department  in 
complaints  initiated  by  aggrieved  persons.     Defensive  litigation  comprises 
approximately  73%  of  the  litigation  workload  in  the  General  Counsel  activity. 

Through  civil  and  criminal  actions  brought  by  the  Government,  attorneys  aid  in 
the  Department's  effort  to  ensure  proper  use  of  Federal  funds  and  to  collect 
monies  due  the  Government.     This  enforcement  litigation  comprises  approximately 
27%  of  the  workload. 

FY  1982  anticipated  accomplishments  include *def ending: 

The  Secretary  in  a  substantial  number  of  cases  involving  eligibility 
requirements  for  Medicaid. 

HCFA  determinations  terminating  facilities  from  participation  in  the  Medi- 
care program  for  failure  to  meet  program  requirements. 

Challenges  to  Titles  II  and  XVI  under  the  Social  Security  Act  which  will 
raise  substantial  constitutional  questions. 


The  following  table  outlines 

historical  data 

for  FY  1980 

and  FY  1981  as 

projected  growth  in  litigation  in  FY 

1982: 

New 

Case  Filings 

FY 

FY 

FY 

Increase 

1980 

1981 

1982 

Over  1981 

Departmental 

Managemental .... 

56 

68 

74 

+  6 

170 

208 

235 

+27 

Other  Administrative. . . . 

572 

609 

658 

+49 

14 

17 

22 

+  5 

Total  Litigation 

812 

902 

989 

+87 
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Explanation  of  FY  1982  Revised  Request  Compared  to 
FY  1981  Revised  Estimate 

The  FY  1982  revised  request  of  16  positions  includes  no  reductions  from 
the  FY  1981  level. 

2.     LEGAL  ADVICE  AND  LEGISLATION 
Justification  for  FY  1982  Revised  Request 

The  Legal  Advice  and  Legislation  activity  provides  legal  advice  to  departmental 
officials  by  preparing  legal  opinions,   legal  instruments,  memoranda,  congres- 
sional correspondence,  and  drafting  and  commenting  on  legislation  affecting  the 
Department. 

FY  1982  anticipated  accomplishments: 

The  Office  will  respond  to  innumerable  legislative  inquiries  for 
legislative  materials. 

The  OGC  program  will  provide  training  to  client  agencies  to  enhance  their 
understanding  of  legal  requirements,  including  OCR/PHS  cross  training, 
community  services  assurances  training  and  HCFA  surveyor  training. 

Explanation  of  FY  1982  Revised  Request  Compared  to 
FY  1981  Revised  Estimate 

The  revised  FY  1982  request  for  Legal  Advice  and  Legislation  is  32  positions, 
a  reduction  of  2  from  the  FY  1981  level.     This  reflects  reductions  proposed 
by  the  Administration  in  departmental  programs  which  will  lessen  workloads 
in  preparing  legal  opinions,  legal  instruments  and  commenting  on  legislation 
affecting  the  Department. 

3.     FEDERAL  REGISTER 
Justification  for  FY  1982  Revised  Request 

The  major  objective  of  the  Federal  Register  activity  is  to  research,  draft  and 
publish  clear  and  simple  regulations  to  promote  the  effective  and  efficient 
administration  of  programs.     The  need  for  new  regulations  increases  as  new 
legislation  is  passed  revising  existing  programs  and  establishing  new  programs. 
This  activity  is  also  responsible  for  the  review  and  revision  of  the  Depart- 
ment's existing  regulations. 

Many  of  the  regulations  issued  by  the  Department  are  mandated  by  Congress  or  the 
courts.     Others  are  initiated  by  the  Department,  reflecting  innovative  approaches 
to  program  management  to  better  serve  the  public  by  providing  notice  to  affected 
persons  and  by  encouraging  public  participation  in  the  decision-making  process. 
Still  others  are  developed  as  a  result  of  petitions  for  rulemaking  submitted  by 
interested  members  of  the  public. 

FY  1982  anticipated  accomplishments: 

Assess  the  results  of  an  FY  1981  project  to  infuse  innovative  techniques 
in  regulatory  development  within  the  Department. 
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Continue  participation  at  appropriate  stages  of  the  development  and 
clearance  of  regulations  to  maintain  high  standards  of  clarity,  minimize 
burdens,  maximize  application  of  innovative  techniques,  and  assure  full 
response  to  executive  orders  and  other  administrative  procedural  require- 
ments . 

Complete  Operation  Common  Sense,  a  five-year  program  to  review  all  the 
Department's  regulations. 

Explanation  of  FY  1982  Revised  Request  Compared  to 
FY  1981  Revised  Estimate 

The  revised  FY  1982  request  for  Federal  Register  is  10  positions,  a  reduc- 
tion of  3  from  the  FY  1981  level.     This  reflects  reductions  proposed  by 
the  Administration  in  departmental  programs  which  will  lessen  regulatory 
workloads . 
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Office  of  Facilities  Engineering 


1981  ~  ~  1982 

Revised      Estimate         Revised  Request 
Pos.  Amount  Pos .  Amount 


Facilities  Engineering 


Current  request   26?  $10,344,000  265  $10,673,000 

Proposed  change     -17,000  -7  -237,000 

Revised  request   265  10,327,000  258  10,436,000 

SLUC  (GSA  Space  Costs) 

Current  request     $13,652,000    $14,229,000 

Proposed  change         -348,000 

Revised  request     13,652,000    13,881,000 


Justification  for  FY  1982  Revised  Request 

The  Assistant  Secretary  for  Management  and  Budget  administers  the  Office  of 
Facilities  Engineering  (0FE) .     0FE  provides  architectural/engineering  services 
to  construction  projects  supported  through  HHS  programs.     The  office  oversees 
management  and  utilization  of  facilities  owned  by  the  Department  or  assigned 
by  GSA  and  develops  the  Department's  SLUC  (GSA  space  cost)  budget  estimates. 
The  office  promotes  maximum  utilization  of  all  Federal  surplus  real  property 
and  transfers  this  to  eligible  applicants  for  public  health  purposes.  OFE 
also  has  responsibility  for  the  departmental  occupational  safety  and  health 
program.    The  request  includes  a  staff  of  258  positions.    Of  this  staff,  200 
are  to  be  located  in  the  10  regional  offices.     These  regional  staffs  are  under 
the  administrative  supervision  of  the  Principal  Regional  Officials  while  re- 
ceiving technical  guidance  from  the  headquarters  Office  of  Facilities  Engi- 
neering . 

OFE  performs  the  following  functions: 

—  Establishes  HHS  policies,  procedures  and  technical  standards  for  all  as- 
pects of  HHS  involvement  in  facilities  engineering,  including:  federally 
assisted  construction  activities,  real  property  management,  Federal  real 
property  assistance,  direct  Federal  construction,  and  occupational  safety 
and  health. 

—  Provides  technical  surveillance  and  evaluation  to  insure  compliance  with 
these  policies,  procedures  and  technical  standards  by  all  involved  region- 
al and  program  elements  and  the  grantee  community  and  other  related  non- 
HHS  elements. 
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—  Develops  end  publishes  the  HHS  policy  manual,  technical  handbooks,  and 
operating  procedures  on  engineering  and  construction  related  activities. 

Anticipated  FY  1982  accomplishments  include: 

—  The  design  and  construction  of  direct  Federal  HHS  facilities. 

—  The  design  review  of  National  Cancer  Institute  (NCI)  grantee  construction 
projects. 

—  Provision  of  technical  architectural/engineering  support  services  to 
grantees  in  support  of  federally  assisted  construction  projects. 

—  The  update  and  maintenance  of  an  HHS  system  of  policies,  directives,  tech- 
nical standards,  and  operational  procedures  for  facilities  engineering, 
safety  and  occupational  health,  and  Federal  property  assistance  operations. 

—  The  review  of  selective  HHS  elements  concerning  effectiveness  of  safety  and 

occupational  health  programs. 

Explanation  of  FY  1982  Revised  Request  Compared  to 
FY  1981  Revised  Estimate 

The  FY  1982  request  decreases  by  seven  positions  from  the  FY  1981  level  of  ac- 
tivity due  to  lower  levels  of  direct  Federal  construction. 

The  General  Departmental  Management  office  space  budget  request  of  $13,881,000 
reflects  a  rate  increase  of  $577,000  largely  offset  by  a  decrease  of  $348,000 
associated  with  the  reduction  in  staff.    These  are  mandatory  cost  increases 
that  GSA  charges  based  on  commercial  rental  rates  based  on  Fair  Annual  Rental 
rate  increases  for  selected  headquarters  and  regional  space. 
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Administrative  Services 


1981 

Revised  Estimate 
Pos.  Amount 


1982 
Revised 
Pos. 


Request 


Amount 


Current  request 


80 


$2,557,000 


80 


$2,617,000 


Proposed  change 


-5,000 


-19,000 


Revised  request 


80 


2,552,000 


80 


2,598,000 


Justification  for  FY  1982  Revised  Request 

This  Office  with  a  staff  of  80  positions  provides  basic  general  adminis- 
trative services  and  staff  support  to  the  Office  of  the  Secretary  and  the 
Principal  Operating  Components  at  HHS  headquarters  which  include  the  fol- 
lowing : 

—  Material  operations  which  include  property  management,  supply  oper- 
ations, laboring  and.  trucking  services,  and  the  distribution  of  legis- 
lative and  HHS  printed  material. 

—  HHS  headquarters  mail  messenger  services,  transportation  services, 
and  communication  services  including  teleticketing. 

—  Visual  aids  and  graphic  services. 

—  Documentation  management  services  which  include  reports  management, 
forms  management,  files  management,  records  disposition  and  storage  of 
vital  records. 

—  Library  services  including  extensive  law  and  research  services. 

The  revised  request  for  FY  1982  will  permit  delivery  of  services  at  the  FY 
1981  level.     Specific  goals  in  FY  1982  will  be  to: 

—  Improve  the  property  management  system  through  the  increased  use  of 
automated  systems  and  contractor  support  to  upgrade  an  inadequate 
manual  system. 

—  Increase  the  effort  to  provide  guidance  to  the  regions,  especially 
in  the  areas  of  mail  and  paperwork  management. 

Explanation  of  FY  1982  Revised  Request  Compared  to 
FY  1981  Revised  Estimate 


The  request  for  80  positions  remains  unchanged  from  the  FY  1981  level. 
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Grants  Payment  System 


1981  1982 

Revised  Estimate  Revised  Request 

Pos.           Amount  Pos.  Amount 

Current  request                                                47         $3,024,000  64  $3,432,000 

Proposed  change       -5,000     -1  -40,000 

Revised  request                                             47         $3,019,000  63  3,392,000 


Justification  for  FY  1982  Revised  Request 

The  departmental  grants  payment  system  serves  as  a  central  point  in  the 
Department  for  management  of  cash  flow  to  recipients  of  HHS  Federal  assistance 

awards.    The  system  functions  as  a  fiscal  intermediary,  not  as  a  grant 
awarding  office. 

In  December  1979,  GAO  issued  a  report  titled  "HEW  Must  Improve  Control  Over 
Billions  in  Cash  Advances."    The  Department  is  in  substantial  agreement  with 
the  major  conclusions  in  the  report  regarding  the  6erious  cash  management 
weaknesses  which  existed  at  the  time  of  the  GAO  review  in  1976.    GAO  con- 
cluded that  the  present  staff  was  too  small  to  effectively  monitor  and  control 
the  massive  $35-40  billion  cash  flow  to  HHS  grantees.    Each  employee  was 
responsible  for  monitoring  the  cash  drawdowns  of  333  grantees  and  examining 
their  quarterly  reports  of  expenditures  and  Federal  cash  accountability.  Less 
than  one  and  a  half  hours  of  staff  time  was  available  each  quarter  to  handle 
this  workload.     Of  equal  concern,  GAO  concluded  that  the  Department's  out- 
moded grants  payment  system  should  be  replaced  with  current  state-of-the  art 
technology  and  system  design  features  to  aggressively  follow— up  on  delinquent 
reporting  grantees  and  those  holding  excessive  Federal  cash,  support  new 
methods  of  payment  such  as  electronic  funds  transfer,  provide  new  computer 
tools  and  strategies  for  monitoring  letters  of  credit,  and  capturing  and 
tracking  recipient  reported  problems. 

Since  that  time,  the  Department  has  implemented  major  enhancements  designed 
to  correct  many  of  the  weaknesses  identified  in  the  GAO  report,  including  a 
comprehensive  redesign  effort  to  replace  the  Departmental  Federal  Assistance 
Financing  System  (DFAFS). 

A  successor  system  (DFAFS  II)  is  being  developed  which  will  utilize  state-of- 
the-art  technology  to: 

—  Enable  HHS  staff  to  query  via  on-line  methods  the  cash  6tatu6  and 
reported  expenditures  of  individual  grantee  accounts; 

—  Enable  rapid  updating  of  the  data  base  via  telecommunications  between 
DFAFS  and  the  POCs; 

—  Provide  on-line  communications  between  DFAFS  and  Treasury  to  improve  the 
efficiency  and  effectiveness  of  the  payments  process;  and 
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—  Provide  the  recipients  with  improved  communication  with  DFAFS  through 
improved  reports,  data  base  query,  etc. 

In  addition  to  the  complete  redesign,  major  enhancements  are  being  implemented 
to  improve  the  system's  cash  management  capabilities.     For  example,  Federal 
cash  will  be  advanced  to  our  larger  recipients  through  electronic  funds  trans- 
fer over  the  Treasury-Federal  Reserve  communication  network.    A  principal 
control  feature  of  this  wire  transfer  technique  permits  the  DFAFS  6taff  to 
monitor  the  level  of  Federal  cash  held  by  the  grantee  before  advancing 
additional  funds,  thus  overcoming  the  long-standing  and  serious  design 
deficiencies  of  the  conventional  Treasury-Federal  Reserve  Bank  letter  of 
credit  which  enables  grantees  to  stockpile/invest  Federal  cash  without  our 
knowledge  or  consent.     The  improved  funds  transfer  system  is  currently 
operating  with  ninety  recipients  in  twenty  states,  and  we  are  encouraging 
Treasury  to  expand  it  on  a  nationwide  basis  in  FY  1982. 

Explanation  of  FY  1982  Revised  Request  Compared  to 
FY  1981  Revised  Estimate 

An  increase  of  sixteen  positions  and  incremental  change  of  $373,000 
requested  in  the  FY  1982  revised  request  over  the  FY  1981  estimate  will  be 
used  to  strengthen  HHS '  cash  management  capabilities  and  continue  a  program 
to  overcome  the  major  deficiencies  identified  by  GAO.    We  will: 

—  Improve  the  quality  and  scope  of  cash  management  over  $35-40  billion 
advanced  to  grantees  each  year.     The  additional  sixteen  positions 
are  required  largely  to  accomplish  this  task.    An  additional  18,800 
recipient  cash  accountability  reports  will  be  analyzed;  1,300  re- 
cipient accounts  with  cash  drawdown  abuses  will  be  corrected;  650 
recipient  accounts  that  are  delinquent  in  providing  cash  management 
report  will  be  resolved;  360  recipient  accounts  with  overadvanced 
conditions  will  be  resolved.     This  higher  overall  level  of  cash 
management  effectiveness  and  the  continued  improvement  of  cash  flow 
controls  results  in  the  elimination  of  $52  million  of  the  estimated 
$135  million  in  idle/excess  Federal  cash  held  by  grantees.  This 
accomplishment  will  lower  Treasury  borrowing  costs  by  approximately  $4.8 
million  (based  on  9.15%  interest  rate  -  0MB  Mid-session  Review  1981 
Budget). 

—  Implement  a  computer  link  with  Treasury  for  high  volume  electronic 
funds  transfer  letter-of-credit  activity  under  the  joint  HHS/Treasury 
Department  Letter  of  Credit  -  Treasury  Financial  Communications  System 
(LOC-TFCS)  initiative.     Expand  LOC-TFCS  to  the  six  remaining  Federal 
Reserve  Districts  not  currently  covered  by  the  initiative.  Convert 
the  remaining  large  recipients  across  the  nation  to  LOC-TFCS  to  improve 
cash  management  and  letter-of-credit  service.     Complete  plans  for  phasing 
out  obsolete  letter-of-credit  systems  in  favor  of  LOC-TFCS.  Explore 
electronic  funds  transfer  alternatives  to  the  current  Treasury  check 
method  of  financing  smaller  recipients. 

—  Award  a  contract  for  computer  programming  of  the  new  Grants  Payment 
System.     System  implementation  is  scheduled  for  the  first  quarter  of 
FY  1984  after  programming,  documentation,  testing,  and  parallel  opera- 
tions have  been  completed. 

These  management  efficiencies  and  real  dollar  savings  and  recoveries  offset 
many-fold  the  costs  of  the  additional  resources  requested  over  the  FY  1981 
level. 
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Regional  Services 


1981  1982 
Revised  Estimate  Revised  Estimate 

Pos .  Amount  Pos .  Amount 

Current  request   1,287         $34,630,000.         1,287  $37,795,000 

Proposed  change.   ....  -1  -114,000  -38  -1,115,000 

Revised  request  ....    1,286  34,516,000  1,249  36,680,000 


Justification  for  FY  1982  Revised  Request 

This  activity  consists  of  four  units  which  provide  Personnel,  Financial 
Management,  Administrative,  and  Cost  Allocation  services  to  the  regional 
program  offices  of  HHS  in  the  ten  regions.     The  FY  1982  Revised  Request 
will  not  result  in  the  elimination  of  any  specific  function  now  being 
performed;  however,  the  reduction  of  37  positions  will  require  some  changes 
in  current  operations.     During  FY  1982  the  PROs  anticipate  the  following 
accomplishments : 

—  Financial  management  will  continue  to  provide  accounting  services 
including  financial  reporting,  reconciliation,  grant  closeouts, 
cashiering,  voucher  examination  and  payment  of  invoices. 

—  The  day-to-day  personnel  services  to  over  80,000  regional  employees 
will  be  provided. 

—  Approximately  4,500  cost  negotiations  with  State  and  local  governments, 
colleges  and  universities,  hospitals  and  non-profit  institutions  will 

be  completed.  The  negotiations  will  include  fringe-benefit  cost  reviews 
and  public  assistance  program  cost  compliance  reviews. 

—  Over  500  contracts  will  be  negotiated,  awarded  and  administered,  and 
over  20,000  purchase  orders  will  be  processed. 

Explanation  of  FY  1982  Revised  Pvequest  Compared  to 

FY  19-81  Revised  Estimate   —  -  - 

The- JY  -1982 -revised-request:  Includes  a  reduction  of  37  positions  from  the 
FY  1981  level  of  1,286  positions.     This  reflects  reductions,  proposed  by  the 
-Administration  in  the  regional  activity  of  HHS  programs.     The  reduction 
will  not  require  the  elimination  of  any  specific  functions ^    Howeyex,  the 
level  of  services  can  "be  reduced  in  the  areas  of  mail,  data  services, 
training,  personnel  classification  and  staffing. 
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Current  request... 
Proposed  change... 


1981 

Revised  Estimate 
Pos.  Amount 


239  $10,194,000 
-9,000 


1982 
Revised  Request 
Pos.  Amount 


239  $10,519,000 
-5  -176,000 


Revised  request. 


239 


10,185,000 


234  10,343,000 


Justification  for  FY  1982  Revised  Request 

The  Employee  Systems  Center,  with  a  staff  of  234  positions,  performs  the 
following  functions: 

1.  Operates  the  Department's  integrated  payroll/personnel  system  through 
54  servicing  personnel  offices  for  approximately  155,000  employees 

of  HHS ; 

2.  Processes  approximately  155,000  time  and  attendance  documents  and  35,000 
personnel  transactions  each  pay  period  (an  estimated  5,000,000  documents 
annually)  to  produce  pay  checks,  personnel  action  notifications,  pay 
accounting  data,  and  personnel  reports; 

3.  Conducts  systems  evaluation,  quality  review  and  on-site  training,  and 
provides  technical  assistance  to  improve  the  total  system,  eliminate 
errors,  and  enhance  system  security,  and: 

4.  Conducts  continuous  review,  analysis  and  reports  development  to  provide 
program  officials  at  all  levels  with  personnel  management  information. 

In  FY  1982  program  emphasis  will  be  placed  on  conducting  the  following 
activities. 

—    Procure  and  install  terminal  data  collection  (TDC)  service  equipment  re- 
quired to  support  the  departmental  payroll  and  personnel  system.  This 
equipment  provides  a  communications  network  between  the  54  servicing 
personnel  offices  for  the  processing  of  personnel  and  pay  transactions 
into  the  Department's  central  payroll  system.    The  present  equipment  has 
exceeded  its  life  expectancy  and  has  become  difficult  and  costly  to  main- 
tain.    Funds  to  cover  replacement  cost  are  requested  in  the  FY  1982 
agency  budgets  including  $1,037,000  in  the  built-in  cost  portion  of  the 
General  Departmental  Management  budget.    These  funds  would  purchase  TDC 
equipment  in  each  of  the  54  servicing  personnel  offices  directly  admin- 
istered by  the  Office  of  the  Secretary  including  37  in  the  regional 
offices. 
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—  Define  and  Implement  extensive  systems  changes  required  for  OFM's  Federal 
Personnel  Management  Information  System.    The  changes  will  include  a  new 
SF-5Q  (.Notification  of  Personnel  Action),  and  an  expanded  legal  authority 
code  that  will  become  the  key  to  processing  personnel  actions. 

—  Implement  a  general  ledger  accounting  process  for  the  payroll  system  in 
order  to  comply  with  acceptable  accounting  standards  and  improve  internal 
controls.     The  new  process  will  be  consistent  with  the  conceptual  design 
submitted  to  GAO. 

—  Provide  master  files  to  regional  offices  to  allow  query,  reporting  and 
first  line  editing  of  personnel /payroll  data. 

—  Implement  new  time  and  attendance  collection  procedures. 

—  Improve  security  detection  procedures  to  minimize  the  likelihood  of 
fraudulent  payment  from  payroll  operations. 

—  Provide  a  standardized  personnel  action  (SP-52)  tracking  system  for 
regional  personnel  offices. 

—  Implement  electronic  mail  to  regional  and  subordinate  personnel  offices. 

—  Develop  a  handbook  for  users  of  ESC  services. 

Explanation  of  FY  1982Reivsed  Request  Compared  to 
FY  1981  Revised  Estimate 


The  FY  1982  revised  request  of  234  positions  for. this  activity  includes  a 
decrease  of  5  positions  below  the  FY  1981  estimate.    This  decrease  reflects 
reductions  proposed  by  the  Administration  in  HHS  programs  and  related  positions. 
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Legal  Services 


1981 


1982 


Current  request 


Revised  Estimate 
Pos .  Amount 
612  $17,478,000 


Revised  Request 
Pos .  Amount 
612  $19,091,000 


Proposed  change 


-  35,000 


-  9 


-  548,000 


Revised  request.... 


612 


17,443,000 


603 


18,543,000 


1. 


LITIGATION 


Justification  for  FY  1982  Revised  Request 

The  Office  of  the  General  Counsel  provides  legal  services  to  the  operating  agen- 
cies of  the  Department  in  the  handling  of  both  defensive  and  enforcement  litigation 
Through  defensive  litigation,  including  administrative  hearings,  attorneys  repre- 
sent the  Department  in  complaints  against  the  government  initiated  by  aggrieved 
persons.     A  major  objective  of  this  defensive  litigation  is  to  ensure  that  claims 
for  income  maintenance,  medicare  and  medicaid  benefits  are  valid  under  existing 
laws.     Defensive  litigation  comprises  82%  of  the  litigation  workload. 

Through  civil  and  criminal  actions  and  enforcement  and  compliance  proceedings, 
attorneys  aid  in  the  Department's  efforts  to  ensure  proper  use  of  Federal  funds, 
to  collect  monies  due  the  Government,  and  to  protect  the  consumer  from  unsafe 
and  dangerous  products  or  practices.     This  enforcement  litigation  comprises  18% 
of  the  workload. 

FY  1982  anticipated  accomplishments: 

Recover  funds  under  the  Community  Mental  Health  Centers  Construction  Act 
from  grantees  who  failed  to  satisfy  their  obligations  for  the  minimum 
20-year  period. 

Pursue  government  claims  in  Bankruptcy  Court  in  social  security,  public 
health  and  HCFA  matters. 

Continue  support  initiatives  in  cooperation  with  states  to  curb  fraud  and 
abuse  in  medicare,  medicaid  and  AFDC  programs. 

Initiate  litigation  to  recover  overpayments  made  to  medicare  providers 
where  services  were  not"  rendered  and  social  security  recipients  when  off- 
sets to  future  payments  could  not  achieved. 

An  estimated  total  of  14,286  new  court  cases  and  administrative  proceed- 
ings will  be  filed.     These  new  filings  are  expected  to  be  distributed 
among  the  major  program  areas  as  follows: 


Health 

Income  Maintenance 
Administrative 


2,383 
10,043 
1,860 
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The  following  table  outlines  historical  data  for 
ed  litigation  workloads  for  FY  1981  and  FY  1982: 


FY  1980  as  well  as  project- 


NEW  CASE 

FILINGS 

FY 

FY 

FY 

CHANGE 

PROGRAM 

1980 

1981 

1982 

OVER  1981 

1.  HEALTH 

Medicaid 

80 

86 

92 

+  6 

Medicare  Defensive 

245 

268 

293 

+  25 

Medicare  Overpayment 

Recovery 

43 

47 

51 

+  4 

Health  Resources 

87 

108 

120 

+  12 

Disease  Control 

37 

37 

37 

Other  Public  Health 

201 

220 

233 

+  13 

Human  Food  Safety 

and  Quality 

243 

248 

252 

+  4 

Human  Drug  Safety 

and  Effectiveness 

254 

257 

260 

+  3 

Other  Food  and  Drug 

249 

273 

290 

+  17 

Regional  Health 

636 

694 

755 

+  61 

Subtotal 

2,075 

2,238 

2,383 

+  145 

2.     INCOME  MAINTENANCE, 

SOCIAL  SERVICES 

HUMAN  DEVELOPMENT 

Social  Service/Human 

Development 

18 

19 

20 

+  1 

AFDC/Child  Support 

Enforcement 

15 

17 

19 

+  2 

Disability 

232 

249 

268 

+  19 

Retirement  and 

Survivors  Insurance 

63 

67 

69 

+  2 

Disability  -  Concurrent 

99 

105 

104 

-  1 

SSI  -  Disability 

144 

142 

166 

+  24 

SSI  -  Non-Disability 

15 

24 

29 

+  5 

Regional 

8,310 

8,791 

9,368 

+577 

Subtotal 

8,896 

9,414 

10,043 

+629 

3 .  ADMINISTRATIVE 

Regional 

1,569 

1,709 

1,860 

+151 

Total  Litigation 

12,540 

13,361 

14,286 

+925 

Explanation  of  FY  1982  Revised  Request 

.  Compared 

to 

FY  1981  Revised  Estimate 


The  FY  1982  revised  request  of  474  positions  includes  no  reductions  from 
the  FY  1981  level. 
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2. 


LEGAL  ADVICE  AND  LEGISLATION 


Justification  for  FY  1982  Revised  Request 

The  Legal  Advice  and  Legislation  activity  provides  legal  advice  to  client 
agencies  by  preparing  legal  opinions,  legal  instruments,  memoranda,  congres- 
sional correspondence  and  drafting  and  commenting  on  legislation  affecting 
the  Department. 

FY  1982  anticipated  accomplishments: 

Advise  program  officials  on  the  recovery  of  Federal  funds  in  the  posses- 
sion of  hospitals ,  mental  health  centers ,  and  other  grantees  which  are 
going  into  bankruptcy. 

Provide  clear  regulations  and  policy  guidance  on  departmental  programs  to 
States  and  public  interest  groups  with  emphasis  on  cost-cutting  and  savings. 

Provide  assistance  leading  to  the  development  of  an  International  Social 
Security  Agreement  with  Denmark,  France,  Japan,  Spain,  England,  and  Austria. 

Approximately  50,850  requests  for  legal  advice  and  services  are  anticipated. 
These  requests  are  broken  down  into  major  program  areas  as  follows: 


Explanation  of  FY  1982  Revised  Request  Compared  to 
FY  1981  Revised  Estimate 

The  revised  FY  1982  request' for  Legal  Advice  and  Legislation  is  95  positions, 
a  reduction  of  4  from  the  FY  1981  level.     This  reflects  reductions  proposed 
by  the  Administration  in  departmental  programs  which  will  lessen  workloads 
in  preparing  legal  opinions,  legal  instruments  and  commenting  on  legislation 
affecting  the  Department. 


Justification  for  FY  1982  Revised  Request 

The  major  objective  of  the  Federal  Register  activity  is  to  research,  draft  and 
publish  clear  and  simple  regulations  to  promote  the  effective  and  efficient 
administration  of  programs.     The  need  for  regulations  increases  as  new  legisla- 
tion is  passed  revising  existing  programs  and  establishing  new  programs.  This 
activity  is  also  responsible  for  the  review  and  revision  of  the  Department's 
existing  regulations.     Many  of  the  regulations  issued  by  the  Department  are 
mandated  by  Congress  or  the  courts.     Others  are  initiated  by  the  Department, 
reflecting  innovative  approaches  by  program  management  to  better  serve  the 
public  by  providing  notices  to  affected  persons  and  by  encouraging  public  part- 
icipation in  the  decision-making  process.     Still  others  are  developed  as  a 
result  of  petitions  for  rulemaking  submitted  by  interested  members  of  the  public. 


Health 

Income  Maintenance 
Administrative 


28,800 
15,350 
6,700 


3. 


FEDERAL  REGISTER 


1086 


50 

FY  1982  anticipated  accomplishments: 

Assess  the  results  of  FY  1981  project  to  infuse  innovative  techniques 
in  sunset  review  within  the  Department. 

Complete  demonstration  projects  to  develop  regulatory  evaluation  planning 
techniques  in  joint  projects  with  other  departments  and  agencies. 

Assess  the  results  of  demonstration  projects  to  assist  the  public  in  com- 
menting on  regulations . 

Explanation  of  FY  1982  Revised  Request  Compared  to 
FY  1981  Revised  Estimate 

The  revised  FY  1982  request  for  Federal  Register  is  34  positions,  a  reduc- 
tion of  5  from  the  FY  1981  level.     This  reflects  reductions  proposed  by 
the  Administration  in  departmental  programs  which  will  lessen  regulatory 
workloads . 
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New  Positions  Requested 


Grade 


Departmental  Operations 


1982 


Number 


Annual 
Salary 


Grants  Payment  System 


Supervisory  Accountant   GS-13 

Accountant   GS-12 

Accountant   GS-11 

Accountant   GS-09 

Accounting  Technician   GS-06 


$'  64,096 
107,804 
89,944 
74,340 
27,344 
363,528 


78-993    O— 80  69 
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General  Departmental  Management 


Estimates  for  Consultant  Services 


Program  Activity 


Obligations 


FY  1981 
Revised 
Estimate 


FY  1981 
Revised 
Request 


Departmental  Direction: 
Appropriated  funds .... 
Reimbursable  funds 


$1,443,000 
7,616,000 
$9,059,000 


$  1,194,000 


8,874,000 
$10,068,000 


Subtotal 


Departmental  Operations: 

Appropriated  funds  

Reimbursable  funds  


15,000 
91,000 
106,000 


20 , 000 
107,000 
127,000 


Subtotal 


Total  obligations 


$9,165,000 


$10,195,000 


Description  of  the  Need  for  Consultant  Services 

Consultant  services  are  needed  to  provide  otherwise  unavailable 
expertise  on  a  time  limited  basis  for  the  following  projects. 

Appropriated  Funds 

Of  the  $1,214,000  request  for  FY  1982,  $1  million  would  support 
technical  assistance  contracts  to  assist  the  States  in  implement- 
ing new  delay-of-drawdown  and  checks-paid  letter  of  credit  methods 
of  financing  HHS  programs.    The  remaining  $214,000  would  fund 
appointive  consultant  and  small  consultant  services  contracts  to 
obtain  expertise  in  such  areas  as  health  and  social  services 
programs,  special  aspects  of  regulatory  reform,  aspects  of  depart- 
mental communications  and  the  HHS  legislative  program. 

Reimbursable  Funds 

These  funds  would  support  activities  conducted  on  behalf  of  the 
Department's  agencies  on  a  reimbursable  basis.    Of  the  $8,981,000 
anticipated  for  FY  1982,  $7.9  million  would  fund  evaluations  of 
HHS  programs  under  the  Department's  several  statutory  evaluation 
set-aside  authorities.    FY  1982  evaluation  activities  will  include: 
assessing  the  costs  of  health  care  to  structure  more  effective 
mechanisms  for  containing  such  costs;  addressing  the  issue  of 
restructuring  the  provision  of  health  care,  focusing  on  increased 
access  and  the  delivery  of  appropriate  services  in  special  settings; 
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improving  the  current  health  care  policy  model  to  support  future 
analyses  of  the  consequences  of  changes  in  the  tax  treatment  of 
medical  costs;  evaluating  the  impact  on  departmental  health 
programs  of  an  emphasis  on  competition;  focusing  on  long-term 
care  policy  formulation  and  disability  policy;  evaluating 
Federal  taxes  used  to  finance  departmental  programs,  and  Federal 
grants-in-aid  to  the  States  for  income  security,  health  and 
social  service  programs. 

The  remaining  $1  million  will  finance  various  training  programs 
for  HHS  personnel  including  the  SES  candidate  program,  grant 
and  contract  personnel,  and  procurement  and  property  management 
personnel.    An  improved  indirect  cost  management  information 
system  would  be  developed. 
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DEPARTMENTAL  MANAGEMENT 
Office  of  the  Inspector  General 

For  expenses  necessary  for  the  Office  of  Inspector  General,  [$39,868,000] 
$39 ,041 ,000 ,  together  with  not  to  exceed  [$4, 194,000]  $6,000,000  to  be  trans- 
ferred and  expended  as  authorized  by  Section  201(g)(1)  of  the  Social  Security 
Act  from  any  one  or  all  of  the  trust  funds  referred  to  therein.     For  making 
payments  to  States  for  Medicaid  State  fraud  control  units  under  Sections 
1903(a)(6)  and  1903(a)(7)  of  the  Social  Security  Act  for  fiscal  year  1982 
$43 ,099 ,000 ;  and  for  the  fourth  quarter  of  fiscal  year  1981  and  after 
June  30,  1982,  for  the  first  quarter  of  fiscal  year  1983,  such  sums  as  may 
be  necessary,  to  be  charged  to  the  subsequent  appropriation  therefore  for 
fiscal  year  1982  or  1983.     Funds  provided  for  making  payments  for  the  first 
quarter  of  fiscal  year  1982,  shall  be  available  for  payments  during  the  last 
quarter  of  fiscal  year  1981 . 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
DEPARTMENTAL  MANAGEMENT 
OFFICE  OF  THE  INSPECTOR  GENERAL 

Amounts  Available  for  Obligation^ 

1981 

1980  Revised  1982 

Actual  Estimate  Request 

2/ 

Appropriation  $41,085,000      $59,365, 000~  $82,140,000 

Real  transfers  to: 

"Departmental  Management, 
Department  of  Education"   -3,686,000 

"Department  of  Commerce"   -14,000 

Real  transfer  from: 

Health  Care  Financing 
Administration,  for 
State  Medicaid  Fraud 

Control  Units   40,660,000 

Comparative  transfer  to: 

"Department  Management, 
Department  of  Education"   -5,493,000 

Comparative  transfer  from: 

General  Departmental 
Management,  for 

Security  personnel   222,000  222,000 

Appropriation  available 
from  subsequent  year     11,625,000  10,000,000 

Appropriation  available 
in  prior  year   -6,550,000    -11,625,000 

Subtotal,  budget 

authority   66,224,000        71,212,000  80,515,000 

Fiscal  Year  1981 
Proposed  Supplemental 

(Oct.   '81  Pay  Raise)     2,212,000 

FY  1981  Revised  Estimate     73,424,000  2/ 

Receipts  and  reimbursements  from: 

Trust  funds   4,194,000  6,000,000  6,000,000 

Unobligated  balance  start  of  year...    9,760,000   
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Unobligated  balance  end  of  year...  -9,760,000     

Unobligated  balance  lapsing   -857,000     

Total  Obligations   59,801,000  89,184,000  2/  86,515,000 


1/  Excludes  the  following  amounts  for  reimbursements: 

FY  1980  -  $3,669,000  (including  $8,000  in  parking  receipts) 
and  S3  positions;  FY  1S81  -  $3,578,000  (including  $8,000  in 
parking  receipts)  and  93  positions>  and  FY  19G2  -  $3,500,000 
(including  $16,CCC  in  parking  receipts)  and  S3  positions. 

2/    FY  1981  estimates  for  the  State  Medicaid  Fraud  Control  Units 

program  have  been  revised  downward  by  $1  million  reflecting  more 
accurately  the  actual  need  by  States  for  funds.     This  is  not  a  change 
in  activity  level.  _ 
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Summary  of  Changes 


1981  revised  estimate  i   73,424,000 

1982  revised  request    80,515,000 

Net  Change   +7,091,000 

1981  Revised  Base       Change  from  Base 
Pos.  Amount  Pos.  Amount 

Increases: 


A.  Built-in: 


1.  Annualization  of  new 

1981  positions   25 

2.  Career  ladder  promotions 

and  within  grade  step 
increases    

3.  Increase  for  space  and 

building  management 
(SLUC)  

4.  Increase  in  air  fares  and 

per  diem  co'sts   

5.  Funding  of  base 

operations   

6.  Increase  in  hourly 

rate  charged  by 

Defense  Contract  Audit 

Agency   

7.  State  Medicaid  Fraud 

Control  Units  revert 

to  75  percent  match    

8.  Increase  in  costs  of 

rentals,  printing,  sup- 
plies and  other  services..   

9.  Annualization  of 

October  1980  pay 

raise    


$      582,000    +$145,000 

27,151,000    +487,000 

1,956,000    +166,000 

2,794,000    +1,322,000 

27,151,000    +1,540,000 

    +264,000 

40,255,000    +1,219, 000^' 

825,000    +13,000 

$2,212,000   +5,000 


Subtotal,  built-in....    +5.161.000 

Program: 


1.  Special  audit  contract 

funds  

2.  Special  ADP  project 

funds  for  investiga- 
tions  , 

Subtotal,  program...., 

Net  change  


3,250.000 


+1,250,000 


+680,000 


  +1,930,000 

+7,091,000 
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1/  This  amount  reflects  the  increase  in  new  budget  authority  required 
for  the  SMFCU  program  in  FY  1982  over  the  FY  1981  level.  In 
contrast,  total  obligations  in  FY  1982  will  be  $41,474,000  a  decrease 
of  $8,541,000  from  the  FY  1981  level  of  obligations.     This  difference 
results  from  obligation  in  FY  1981  of  $9,760,000  in  unobligated  balances 
carried  forward  from  FY  1980.     This  is  reflected  in  the  Amounts  Available 
and  Object  Class  schedules  of  this  justification. 
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Authorizing  Legislation 


Legislate 


P.L.  94-505 


P.L.  95-142  and 
P.L.  96-499 


Total 


1981 
Authorized 


Indefinite 


Indefinite 


1981 
Revised 
Estimate 

$33,169,000 


40,255,000 
73,424,000 


1982 
Amount 
Author iz ed 

Indefinite 


1982 
Budget 
Request 

$39,041,000 


Indefinite  41,474,000 
80,515,000 


1100 


OFFICE  OF  THE  INSPECTOR  GENERAL 


Budget 

Estimate  House  Senate 

Year  to  Congress         Allowance         Allowance  Appropriation 

FY  1974: 

Appropriation   $18,730,000      $18,730,000      $18,638,000  $18,638,000 

SSA  transfer   2,934,000         2,934,000         2,934,000  2,934,000 

FY  1975: 

Appropriation   20,030,000        20,030,000        18,902,000  18,902,000 

SSA  transfer   3,089,000         3,089,000         3,089,000  3,089,000 

FY  1976: 

Appropriation   20,454,000        20,454,000        20,454,000  20,454,000 

SSA  transfer   3,252,000         3,252,000         3,252,000  3,252,000 

FY  1977: 

Appropriation   20,742,000        20,742,000        20,303,000  20,303,000 

SSA  transfer   3,429,000         3,429,000         3,429,000  3,429,000 

FY  1978: 

Appropriation   36,350,000       36,350,000       36,350,000  36,350,000 

SSA  transfer   4,290,000         4,290,000         4,290,000  4,290,000 

FY  197  9: 

Appropriation   47,246,000        47,246,000        47,246,000  47,246,000 

SSA  transfer   4,705,000          4,705,000          4,705,000  4,705,000 

FY  1980: 

Appropriation   66,224,000        66,224,000        66,224,000  66,224,000 

SSA  transfer   4,194,000          4,194,000          4,194,000  4,194,000 

FY  1981: 

Appropriation   71,212,000        71,212,000    71,212,000 

SSA  transfer   b, 000, 000  6,000,000    6,000,000 

Proprosed  supple- 
mental  2,212,000       

FY  1982: 

Appropriation   80,515,000 

SSA  transfer   6,000,000 
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Off ice. of  the  Inspector  General 

Authorizing  legislation  -  P.L.  94-505,  -  Title  II  -  Office  of  Inspector 
General,  P.L.  95-142j  Medicare-Medicald  Anti-Fraud  and  Abuse  Amendments, 
and  P.L.  96-499,  The  Omnibus  Reconciliation  Act  of  1980.  ■ 


1981 

Current  Increase  or 

Estimate    1982  Estimate  Decrease 

Budget  Author!  -  Budget  Budget 

Pos .        Authority  zation        Pos.     Authority       Pos .  Authority 


Executive 

Management..        27      $2,081,000      Indef.  27    $2,159,000   +$  78,000 

OIG  Audit 

Agency   750       29,012,000      Indef.        750      33,219,000   +  4,207,000 

Office  of 
Investi- 
gations  187  6,707,000      Indef.        187        8,136,000    +  1,429,000 

Health  Care 
&  Systems 

Review   36         1,369,000      Indef.  36        1,527,000   +  158,000 

State  Medi- 
caid Fraud 
Control  Un- 
its    50,015.000      Indef.    41,474,000    8,541,000 


Total  Obli- 
gations  1..000      89,184,000  1,000     86,515>000   2,669,000 

Less:  Trust 
Fund  Trans- 
fers    -6,000,000    -6,000,000 

Unobligated 

balance     -9,760,000   4  9,760,000 


Budget  Auth- 
ority    73,424,000    80,515,000    +  6,091,000 


General  Statement 

The  Office  of  Inspector  General  was  created  by  Public  Law  94-505  to  coordi- 
nate and  provide  leadership  for  the  Department's  efforts  to  promote  economy 
and  efficiency,  and  to  prevent  fraud  and  abuse  in  HHS  programs  and  opera- 
tions.    The  Inspector  General  also  has  a  statutory  mandate  to  keep  the 
Secretary  and  the  Congress  fully  informed  about  problems  and  deficiencies 
and  the  necessity  for  corrective  action. 
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These  statutory  missions  are  accomplished  by: 

—  Conducting  audits,  investigations  and  systems  review; 

—  Coordinating  efforts  of  the  Department's  Principal  Operating  Components 
to  detect  and  eliminate  fraud,  program  misuse  and  management  inefficien- 
cy; 

—  Developing  new,  improved  techniques  for  detecting  and  preventing  fraud, 
program  misuse  and  management  inefficiency,  and; 

—  Developing,  maintaining,  and  coordinating  working  relationships  between 
the  Office  of  the  Inspector  General  and  other  organizations  at  Federal, 
State  and  local  levels. 

The  FY  1982  budget  for  the  Office  of  Inspector  General  does  not  request 
new  positions.  We  are,  however,  requesting  an  additional  $1,250,000  to 
fund  37  more  years  of  contract  audit  support. 

We  are  also  requesting  $680,000  for  the  establishment  of  an  automated  data 
management  and  case  analysis  system  for  the  Office  of  Investigations  (01). 
01  currently  utilizes  antiquated  terminals  to  communicate  with  the  HHS  com- 
puter.    The  existing  system  is  makeshift,  disjointed  and  n^eeds  moderni- 
zation.    01  plans  this  improvement  so  that  case  information  can  be  edited 
on-site  before  being  added  to  01 's  data  base.     This  will  minimize  line 
time  and  connect  time  and  in  the  long  run  increase  accuracy  and  save 
money.     New  terminals  would  be  used  to  analyze  evidence  in  the  field  in 
complex  cases  involving  thousands  of  pieces  of  evidence.     The  operators 
need  not  be  computer  experts;  special  agents  with  a  minimum  amount  of 
training  will  be  able  to  program  the  data  and  sort  it  as  needed  for  inves- 
tigations. 

The  Office  of  the  Inspector  General  consists  of  the  components  discussed 
below:   (1)  Executive  Management;   (2)  Audit;   (3)  Investigations:   (4)  Health 
Care  and  Systems  Review.     The  Office  also  administers  a  grant  program  for 
State  Medicaid  Fraud  Control  Units. 

1.   EXECUTIVE  MANAGEMENT 

Purpose  and  Method  of  Operation 

This  component  consists  of  the  Inspector  General  and  the  Deputy  Inspector 
'General  (both  positions  established  by  law)  ,  plus  a  support  staff  directed 
by  an  Executive  Assistant  Inspector  General. 

The  functions  of  Executive  Management  are: 

—  To  set  policy  and  give  leadership  to  the  audit,  investigative  and  systems 
review  functions; 

—  To  direct  the  conduct  of  audits,  investigations,  quality  control,  and 
systems  review  to  detect  the  need  for  reforms  in  controls,  systems, 
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management,  regulations,  statutes,  and  program  designs; 

—  To  keep  the  Secretary  and  the  Congress  informed  concerning  problems 
and  deficiencies  in  HHS  programs  and  to  recommend  corrective  action, 
including  regulations  and  legislation; 

—  To  provide  a  wide  variety  of  administrative  services  such  as  budget 
formulation  and  execution,  procurement,  personnel  services,  and  travel 
management  for  headquarters  and  field  personnel  of  the  Office  of  the 
Inspector  General. 

Rationale  for  the  Budget  Request 

Executive  Management  is  staffed  by  27  personnel  and  includes  the  Immediate 
Office  of  the  Inspector  General  and  a  central  support  staff.     This  support 
staff  provides  a  variety  of  services  for  the  OIG  headquarters  and  field 
personnel  including  budget  formulation  and  execution,  office  services, 
public  information,  congressional  liaison,  personnel  services,  travel 
management,  contract  management,  procurement,  and  the  preparation  of 
special  reports  for  the  Secretary  and  the  Congress. 

2.     ASSISTANT  INSPECTOR  GENERAL  FOR  AUDITING  (OIG  AUDIT  AGENCY) 

Purpose  and  Method  of  Operation 

The  OIG  Audit  Agency's  mission  is  to  provide  the  Department  with  the  audit 
services  necessary  to  promote  economy  and  efficiency,  and  to  prevent  fraud 
and  program  misuse  in  operations  carried  out  both  internally  and  through 
grantees  and  contractors.     It  is  responsible  for  seeing  that  some  35,000 
entities  which  actually  carry  out  HHS  programs  recieve  adequate  audit 
attention.     These  diverse  entities  include  State  and  local  governments, 
hospitals  and  nursing  homes,  insurance  companies,  various  non-profit  or- 
ganizations, and  numerous  field  installations  of  the  Department. 

Additionally,  the  Audit  Agency  has  been  assigned  responsiblity  by  OMB 
for  auditing  all  Federal  funds  at  98  percent  of  the  Nation's  institutions 
of  higher  education,  and  for  analysis  and  evaluation  of  indirect  cost 
allocation  plans  prepared  by  some  950  units  of  State  and  local  governments. 

Rationale  for  the  Budget  Request 

In  FY  1981,  the  Inspector  General  asked  for  an  increase  of  25  positions  in 
Federal  staff  to  strengthen  efforts  in  Medicaid  and  public  assistance 
programs  which  experience  has  shown  are  most  susceptible  to  fraud,  program 
misuse  and  management  inefficiency.     This  increase  in  positions  has  been 
approved  for  FY  1981. 

The  Audit  Agency  proposes  to  rely  more  heavily  on  contract  audit  support 
to  partially  alleviate  the  shortage  of  in-house  staff.     Contract  audit 
support  is  a  flexible  method  by  which  the  Inspector  General  can  expand 
the  coverage  of  the  annual  audit  program  while  continuing  to  use  in  house 
staff  to  accomplish  new  initiatives  targeted  against  program  misuse  and 
management  inefficiency.     Contract  audit  efforts  provide  timely  expertise 
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that  will  complement  in-house  efforts.    While  no  increase  in  audit  staff 
is  included  in  our  FY  1982  budget,  an  additional  $1,250,000  in  funds  for 
contract  audit  support  is  being  requested.     This  would  provide  for  a  total 
of  127  staff  years  of  contract  audit  support  in  FY  1982. 

In  FY  1981,  $3.25  million  was  authorized  for  contract  purchase  of  audit 
services.     Budgeted  funds  available  to  the  overall  OIG  required  contract 
audit  constraints  and  major  use  of  these  funds  to  support  on-board  staff 
salary  and  support  expenses.     The  funding  shortage  was  caused  by  one-time 
cutbacks  in  FY  1981  due  to  mandated  administrative  reductions,  inflationary 
increases  in  services  and  transportation  costs,  underbudgeted  salary 
costs  and  reduced  levels  of  reimbursable  audit  services.     In  FY  1982 
these  audit  contract  funds  are  proposed  for  restoration. 

FY  1982  Objectives: 

In  FY  1980,  the  Audit  Agency  issued  5,293  audit  reports,  as  compared  to 
4,706  in  FY  1979,  including  reports  of  audits  performed  for  other  Federal 
agencies  under  0MB 's  assignment  of  Audit  cognizance  for  institutions  of 
higher  education.     In  addition,  about  7  percent  of  available  professional 
staff  throughout  the  regions  were  assigned  to  Office  of  Inspector  General 
special  initiatives  in  such  areas  as  health  care  and  welfare.    We  anti- 
cipate that  the  level  of  audit  effort  in  these  areas  will  remain  approx- 
imately the  same  through  FY  1981. 

During  FY  1980,   audit-recommended  financial  adjustments  of  $123.8  million 
were  entered  into  the  Departmental  accounting  system  as  accounts 
receivable.     Another  $19.7  million  in  audit  savings  occured  as  documented 
cost  avoidance  resulting  from  audit  recommendations.     In  FY  1981,  the 
Audit  Agency  is  committed  to  achieving  a  savings  goal  of  $134.0  million  in 
accepted  audit-recommended  financial  adjustments. 

3.  ASSISTANT  INSPECTOR  GENERAL  FOR  INVESTIGATIONS 
(OFFICE  OF  INVESTIGATIONS) 

Purpose  and  Method  of  Operation 

The  Office  of  Investigations   (01),  with  an  FY  1982  staff  of  187  positions, 
has  responsibility  for  directing  the  investigation  of  all  criminal 
activities  in  connection  with  HHS  programs  and  for  liaison  with  outside 
agencies  regarding  these  matters.     This  office,  originally  formed  as  a 
small  centralized  unit  in  1975,  serves  as  the  focal  point  for  inves- 
tigations of  alleged  cases  of  malfeasance;  fraud;  misuse  of  funds, 
equipment  or  facilities;  violations  of  terms  or  conditions  of  funding; 
and  code  of  conduct  violations  and  conflicts  of  interest  by  employees, 
grantees,  contractors  and  other  personnel  working  on  behalf  of  the 
Department.     01  functions  through  a  network  of  11  field  offices  and  19 
sub-offices  which  receive  guidance  and  direction  from  01  Headquarters. 
The  actual  field  investigative  force  is  composed  of  98  Special  Agents. 

The  responsibility  for  the  oversight  and  coordination  of  the  State 
Medicaid  Fraud  Control  Units  is  staffed  by  this  function. 
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Rationale  for  the  Budget  Request 

No  new  positions  are  requested  in  FY  1982.     With  the  current  staff 
level,  it  is  expected  that  major  current  cases  and  major  new  cases  will 
be  investigated  and  referred  to  The  Department  of  Justice,  as  appropriate. 

01  has  two  types  of  work:     (1)  its  regular  caseload  based  on  referrals 
from  numerous  sources,  and  (2)  participation  in  managing  special  OIG 
initiatives  involving  extensive  activity  by  other  organizations,  in- 
cluding Federal  and  State  investigative  and  prosecutive  units.  These 
workloads  will  continue  at  present  high  levels  through  FY  1982  and 
beyond . 

A.  Regular  caseload 

This  workload  includes  2,721  cases  and  preliminary  investigations,  but 
does  not  include  special  projects,  some  of  which  are  discussed  below.. 
Emphasis  is  being  placed  on  large  dollar  cases  and  institutional  fraud 
cases,  in  order  to  achieve  maximum  Federal  savings  and  maximum  deterrent 
impact. 

01  has  compiled  a  significant  number  of  indictments  and  convictions  of 
persons  invoved  in  defrauding  the  Department's  programs: 

FY  1980  FY  1981  (Projected) 
Indictments                                                      141  145 
Convictions                                                      117  120 
The  monetary  savings  below  also  resulted  from  01  activities: 

FY  1980  FY  1981  (Projected) 

Fines,  Recoveries, 

Restitutions*  $10,824,537  $3,180,000 

*These  amounts  were  not  recovered  to  the  OIG  appropriation  but  to  program 
accounts  or  to  the  courts.     In  addition,  over  $65  million  in  other 
savings  (funds  not  spent  as  the  result  of  01  investigative  efforts)  have 
been  realized  over  the  past  four  years. 

B.  Special  Initiatives 

In  the  past,  significant  01  resources  have  been  applied  to  new  fraud 
detection  initiatives  such  as  Project  Match  (welfare)  and  Project  Integrity 
(health  care).     Three  special  initiatives  are  under  consideration 
for  FY  1981-82.     These  projects  are  high  impact  efforts  with  the  potential 
to  result  in  significant  savings  or  deterrence. 


—  A  pilot  project  in  a  single  State  which  involves  a  computer  match 
of  vital  statistics  death  tapes  against  tapes  of  Social  Security 
beneficiaries  over  90  years  of  age.     A  preliminary  match  disclosed 
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Federal  losses  due  to  payments  to  deceased  persons.     If  the  pilot 
project  is  successful,  it  will  be  utilized  in  several  additional 
selected  States. 

—  A  pilot  project  in  a  single  State  which  involves  a  computer  match  of 
children  receiving  AFDC  benefits  with  Medicaid  benefit  tapes,  school 
attendance  records  and  vital  statistics  records.     The  purpose  is  to 
corroborate  certain  evidence  that  Law  violators  are  reporting  non- 
existent children  to  obtain  Federal  benefits. 

—  An  ongoing  project  underway  in  several  States  which  involves  aliens 
in  the  United  States  on  visitors  visas  who  obtain  a  Social  Security 
card  and  number,  usually  through  a  travel  agency,  with  which  they 
obtain  employment.     The  cards  are  either  counterfeit  or  are  obtained 
through  fraud  or  bribery  of  Federal  employees. 

A.     ASSISTANT  INSPECTOR  GENERAL  FOR  HEALTH  CARE  AND  SYSTEMS  REVIEW 

Purpose  and  Method  of  Operation 

The  Office  of  Health  Care  and  Systems  Review  (HCSR)  coordinates  teams 
from  Audit,  Investigations,  and  other  HHS  agencies  in  the  Inspector 
General's  new  initiatives.     It  is  the  principal  research  and  planning 
arm  of  the  OIG  with  a  hand-picked  group  of  senior  experts  in  program 
areas,  management  systems,  and  State  agency  operating  experience. 

The  current  staff  contains  36  positions  and  no  new  positions  are  re- 
quested in  FY  1982.     The  staff  is  augmented  for  short  periods  with 
outside  experts  as  needed. 

Rationale  for  the  Budget  Request 

The  following  work  projects,  on  going  activities  and  achievements  are 
anticipated  in  FY  1981: 

—  Major  reviews  of  the  economy,  efficiency,  and  prevention  of  fraud 
and  abuse  within  program  operations  will  be  completed  for  the 
Social  Security  Enumeration  system,  Foster  Care,  and  Community 
Mental  Health  Care  Centers.     In  addition,  special  studies  will  be 
expanded  to  examine  Departmental  Debt  Collection  practices  and 
techniques  for  identifying  problems  of  fraud,  abuse  and  inefficiency 
in  child  health  programs. 

—  A  review  of  departmental  year-end  procurement  spending  practices. 

—  Training  seminars  for  HHS  program  officials  on  fraud,  program  mis- 
use and  management  inefficiency  in  their  programs. 

—  A  partnership  study  with  the  Health  Care  Financing  Administration 
will  be  completed  of  Medicaid  Management  Information  Systems  (MMIS) . 
This  study  will  recommend  major  improvements  nationwide  in  MMIS 
systems  and  the  use  of  their  products  for  fraud  and  misuse  detection, 
punishment  and  prevention. 


1107 


—  The  Service  Delievery  Assessment  Program  will  be  continued  as  a  grass- 
roots feedback  data-gathering  technique  to  assist  the  Secretary  in 
program  performance  review. 

FY  1982  Objectives: 

—  Priority  attention  will  be  given  to  projectfs  related  to  fraud,  misuse 
and  inefficiency  of  health  care  providers  such  as  hospitals,  nursing 
homes,  and  durable  medical  equipment  companies.     Major  focus  will 
continue  to  be  on  institutional  providers  and  computerized  systems. 

—  Systems  reviews  will  be  conducted  of  human  development  services 
programs,  major  information  systems,  grants  and  contracts  systems, 
and  health  professions  financial  assistance  systems.     Emphasis  will 
be  given  to  quality  control  systems  including  corrective  action  plans 
flowing  from  quality  control  data. 

—  A  major  follow-up  review  will  be  conducted  of  the  problems  surrounding 
fraudulent  or  inappropriate  use  by  aliens  of  social  security  numbers. 

—  The  Service  Delivery  Assessment  Program  will  be  continued  in  col- 
laboration with  the  Principal  Regional  Officials  to  assess  effective- 
ness of  program  performance. 

5.   STATE  MEDICAID  FRAUD  CONTROL  UNITS 

Purpose  and  Method  of  Operation 

The  Office  of  the  Inspector  General  has  the  responsibility  for  providing 
grants  to  States  for  the  establishment  and  operation  of  State  Medicaid 
Fraud  Control  Units. 

The  operations  of  the  fraud  control  units  encompass  four  major  areas: 

—  The  identification  and  prosecution  of  Medicaid  fraud. 

—  The  review,  investigation,  and  prosecution  of  cases  of  patient  abuse 
or  neglect  in  nursing  homes  or  other  health  care  facilities. 

—  The  identification  of  practices  or  procedures  in  State  Medicaid 
operations  that  lend  themselves  to  fraud  and  program  abuse. 

—  Making  recommendations  to  the  State  Medicaid  agencies  for  improve- 
ments in  their  programs. 

The  Medicaid  fraud  control  units  are  becoming  the  principal  effective 
force  which  many  States  have  for  fraud  control  in  the  Medicaid  program. 
They  are  expected  to  have  at  least  two  very  beneficial  long-term 
effects.     First,  as  the  units'   activities  and  accomplishments  are  publicized, 
there  will  be  a  deterrent  effect  on  potential  defrauders  of  the  Medicaid 
program.     Secondly,  as  the  Units  isolate  weaknesses  and  deficiencies  in 
State  Medicaid  programs  and  recommend  improvements,  they  have  great 
potential  for  improving  the  efficiency  and  cost-effectiveness  of  those 
programs. 
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Rationale  for  the  Budget  Request 

The  law  provides  that  States  meeting  statutory  requirements  may  receive 
Federal  matching  payments  for  the  costs  of  establishing  and  operating 
Medicaid  fraud  control  units.     State  grants,  however,  are  limited  by  law 
to  90  percent  for  an  initial  three-year  period  and  75  percent  there- 
after.    The  Federal  cost  for  funding  existing  units  and  those  units 
expected  to  be  established  prior  to  FY  1982  is  shown  in  Table  A. 

An  analysis  of  the  figures  for  years  1978,  1979,  and  1980  shows  signifi- 
cantly increased  levels  of  productivity  in  the  units.    Most  units  were 
not  operational  for  one  full  year  in  1978.  Statistics  for  1978  were: 
36  indictments,  27  convictions  and  fines,  overpayments  and  restitutions 
of  $3,7761.     For  1979:  153  indictments,  117  convictions  and  fines, 
restitutions  and  recoveries  of  $12,406,520.     For  1980  (also  a  partial 
year):  354  indictments,  152  convictions  and  fines,  restitutions  and 
rec  overies  of  $18,155,001.     Total  staff  beginning  1979  was  782  and  860 
for  1980  or  an  increase  of  only  10%.     These  figures  represent  increases 
of  46%  in  fines,  etc.  in  1980  over  1979,  30%  for  convictions  and  131% 
approximately  $21  million  in  1979  to  $29  million  in  1980  or  an  increase 
or  40%.     Additional  increases,  in  participating  States,  numbers  of  staff, 
indictments,  convictions  and  recoveries  are  projected  for  FY  1982. 
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74  Table  A 

FEDERAL  SHARE  OF  STATE  COSTS  FOR  STATE  MEDICAID  FRAUD  CONTROL  UNITS 


State 

FY  1981 

FY  1982 

Alabama 

Alaska 

Arkansas 

California 

Colorado 

$  619,000 
60,000 
438,000 
4,800,000- 
479,000 

$  563,000 
300,000 
388,000 
4,000,000 
417,000 

Connecticut 
Delaware 

Dist.  of  Columbia 

Florida 

Georgia 

567,000 
240,000 
500,000 
696,000 
420,000 

472,000 
300,000 
500,000 
824,000 
900,000 

Hawaii 

Idaho 

Illinois 

Indiana 

Kentucky 

474,000 

1,800,000 
180,000 
702,000 

413,000 
300,000 
1,725,000 
860,000 
720,000 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

743,000 
360,000 
840,000 
2,597,000 
2,400,000 

675,000 
330,000 
735,000 
2,164,000 
2,100,000 

Missouri 
Montana 
Nebraska 
Nevada 
New  Jersey 

150,000 
240,000 
9,670 
60,000 
1,620,000 

675,000 
300,000 
275,000 
288,000 
1,418,000 

New  Mexico 
New  York 
North  Carolina 
North  Dakota 
Ohio 

144,444 
10,320,886 
600,000 
60,000 
1,500,000 

417,000 
9,450,000 
550,000 
288  000 
1, 250^000 

Pennsylvania 
Rhode  Island 
South  Carolina 
South  Dakota 
Tennessee 

2,000,000 
417,000 
240,000 

-  120,000 
540,000 

1,667,000 
417,000 
480,000 
288,000 

1,080,000 

Texas 

Utah 

Vermont 

Washington 

West  Virginia 

2,400,000 
500,000 
360,000 
780,000 
360,000 

2,100,000 
500,000 
300,000 
870,000 
450,000 

Wisconsin 

1,553,000 

1,350,000 

Total  Federal  Costs 

42,890,000 

43,099,000 
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Estimates  for  Consultant  Services 


Program  Activity 


Obligations 


FY  1981 


FY  1982 


Audit  Agency 

Contract  Audit  Support 


$3,250,000  $4,500,000 


Description  of  the  Need  for  Consultant  Services 

The  Audit  Agency  of  the  Office  of  the  Inspector  General  (OIG)  utilizes 
contract  services  as  one  means  of  performing  audit  workloads.     OIG  develops 
and  tests  audit  guides  for  various  routine  audits,  and  these  audits  are 
then  contracted  for  with  certified  public  accounting  firms.     Contracting  for 
such  services  permits  the  OIG  Audit  Agency  the  flexibility  of  expanding  the 
coverage  of  the  annual  audit  program  while  continuing  to  use  in-house  staff 
to  support  ongoing  and  new  initiatives  targeted  against  program  misuse  and 
management  inefficiency. 
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DEPARTMENTAL  MANAGEMENT 
Office  for  Civil  Rights 

For  expenses  necessary  for  the  Office  for  Civil  Rights 
/T65, 092, 000/  $18,139,000  together  with  not  to  exceed 
$2,350,000,  to  be  transferred  and  expended  as  authorized 
by  section  201(g)(1)  of  the  Social  Security  Act  from  any  one 
or  all  of  the  trust  funds  referred  to  therein. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

DEPARTMENTAL  MANAGEMENT 

Office  for  Civil  Rights 
Amounts  Available  for  Obligation 

1980  1981  1982 

Actual  Estimate  Estimate 

Appropriation   $64,919,000         $17,920,000  $18,139,000 

Real  transfer  to: 

Departmental  Management, 
"Salaries  and  expenses", 

Department  of  Education  -21,273,000     

Coparative  transfer  to: 

Departmental  management, 
"Salaries  and  expenses", 

Department  of  Education  -23,962,000     

Department  Management, 
"General  Departmental 
Management",  for  EEO 

investigations   -30,000     


Subtotal,  adjusted  budget 

authority   19,654,000  17,920,000  18,139,000 


Fiscal  Year  1981: 

Proposed  Supplemental 

(Oct.   '80  pay  raise)     1,116,000   

FY  1981  Revised  Estimate     19,036,000   

Receipts  and  reimbursements 

from  Trust  funds   2,350,000  2,350,000  2,350,000 

Unobligated  balance  lapsing.  -2,165,000  •    

1/  II  21 

Total  obligations   19,839,000  21,386,000  20,489,000 


1/  Excludes  $9,000  for  reimbursements  from  parking  fees. 
2/    Excludes  $18,000  for  reimbursements  from  parking  fees. 
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Summary  of  Changes 


1981  revised  estimate   19,036,000 

1982  revised  request   18,139,000 

Net  change   -897,000 


1981  Revised  Base  Change  from  Base 

Pos .  Amount  Pos .  Amount 

Increases ; 
A-  Built-in; 

1 .  Increases  for  space 

building  management   1,415,000    +252,000 

2.  Increases  in  costs  of 
rentals,  printing, 
supplies,  equipment 

and  other  services....    1,522,000    +166,000 

3 .  Increases  in  per  diem 

and  air  fare  rates     1,141,000    +498,000 

4.  Other  Administrative 
costs  including 

postage  and  FTS     1,777,000    +192,000 

5 .  Career  ladder  pro- 
motions and  within 

grade  step  increases..      590  15,412,000    +295,000 


Total  increases..    +1,403,000 


Decreases : 

A.  Program 

1 .     De-emphasis  of 

compliance  review 
and  technical 
assistance 

66  positions   243  8,505,000  -66  -2,300,000 

Total  decreases..   -66  -2,300,000 


Net  change 


-66  -897,000 
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OFFICE  FOR  CIVIL  RIGHTS 


Budget 

Estimate  House  Senate 

Year  to  Congress  Allowance         Allowance  Appropriation 

FY  1972: 

Appropriation   $  1,028,000  $  1,918,000       $  1,928,000       $  1,928,000 

SSA  transfer   1,049,000  1,049,000           1,049,000  1,049,000 

FY  1973: 

Appropriation   $  2,096,000  $  2,391,000        $  2,391,000        $  2,391,000 

SSA  transfer   1,049,000  1,180,000           1,180,000  1,180,000 

FY  1974: 

Appropriation   $  2,856,000  $  2,856,000       $  2,856,000       $  2,856,000 

SSA  transfer   1,253,000  1,253,000          1,253,000  1,253,000 

FY  1975: 

Appropriation   $  3,088,000  $  2,991,000       $  2,988,000       $  2,988,000 

SSA  transfer   1,466,000  1,466,000           1,466,000  1,466,000 

FY  1976: 

Appropriation   $  3,560,000  $  3,477,000        $  3,477,000        $  3,477,000 

SSA  transfer   1,351,000  1,351,000           1,351,000  1,351,000 

FY  1977: 

Appropriation   $  4,348,000  $  4,348,000        $  4,348,000        $  4,348,000 

SSA  transfer   919,000  919,000             919,000  919,000 

FY  1978: 

Appropriation   $  9,392,000  $  6,740,000.       $  6,596,000       $  6,596,000 

SSA  transfer  514,000  514,000              514,000  514,000 

FY  1979: 

Appropriation   $23,629,000  $23,629,000       $23,6  2  9,000  $23,629,000 

SSA  transfer   1,200,000  1,200,000           1,200,000  1,200,000 

FY  1980: 

Appropriation   $19,654,000  $19,654,000      $19,654,000  $19,654,000 

SSA  transfer   2,350,000  2,350,000         2,350,000  2,350,000 

FY  1981:  revised 

Appropriation   $20,081,000        $17,920,000    $17,920,000 

SSA  transfer   2,350,000  2,350,000    2,350,000 

Proposed  supple- 
mental  1,116,000       

FY  1982: 

Appropriation   $18,139,000 

SSA  transfer   2,350,000 
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Office  for  Civil  Rights 


Authorizing  legislation  -  Civil  Rights  Act  of  1964,  as  amended;  Rehabilitation 
Act  of  1973,  as  amended;  Education  Amendments  of  1972;  Age  Discrimination 
Act  of  1975,  as  amended;  Section  398  of  the  Communications  Act  of  1934; 
Social  Security  Act,  as  amended,  Section  201(g)(1). 


1981  1982 

Revised  Estimate  Revised  Request 

Pos .          Amount  Pos .  Amount 

Current  request  ...                      590        $  19,036,000  690        $  25,899,000 

Proposed  change  ...      -166         -  7,760,000 


Revised  request  .  590  19,036,000  524  18,139,000 


Justification  for  FY  1982  Revised  Request 


The  Office  for  Civil  Rights  (OCR)  enforces  several  civil  rights  statutes  that 
generally  prohibit  discrimination  on  grounds  of  race,  color,  national  origin, 
handicap,  and  age  in  health  care  and  human  services  programs  assisted  by  the 
Department.     In  addition,  OCR  is  responsible  for  enforcing  the  community 
service  assurance  undertaken  by  hospitals  and  other  facilities  assisted  by 
Hill-Burton  funds.     To  enforce  the  statutes  OCR:   (1)  investigates  complaints 
of  discrimination  filed  by  individual  citizens;   (2)  conducts  compliance  reviews 
of  programs  covered  by  the  nondiscrimination  requirements;   (3)  provides  tech- 
nical assistance  to  health  care  and  social  services  providers  to  encourage 
voluntary  compliance;  and  (4)  establishes  compliance  standards  and  procedures 
to  clarify  the  application  of  the  civil  rights  laws  to  particular  programs  or 
practices. 

Approximately  740,000  recipients  of  Department  funds  are  subject  to  the 
nondiscrimination  requirements.     Recipients  include  hospitals,  extended  care 
facilities,  community  mental  health  centers,  alcohol  and  drug  treatment 
centers,  family  health  centers  and  clinics,  State  and  regional  health  planning 
agencies,  health-related  training  facilities,  State  and  local  public  assistance 
agencies,  adoption  agencies,  foster  care  homes,  day  care  centers,  senior 
citizens  centers  and  nutrition  programs.     These  providers  of  health  care  and 
social  services  are  required  to  operate  their  programs  in  a  nondiscriminatory 
manner.    Under  the  law  persons  may  not  be  treated  differently,  excluded  from, 
or  denied  access  to  program  services  on  grounds  of  race,  color,  national 
origin,  handicap,  or  age.     OCR's  responsibility  is  to  ensure  that  recipients 
are  aware  of  their  civil  rights  obligations  and  have  taken  the  necessary  steps 
to  comply. 
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Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981  Revised  Estimate 

Under  the  continuing  resolution  OCR's  FY  1981  budget  includes  590  positions 
and  $19,036,000,  together  with  $2,350,000  to  be  transferred  from  the  Social 
Security  Trust  Funds. 

The  FY  1982  revised  request  would  provide  524  positions  and  $18,139,000, 
together  with  $2,350,000  to  be  transferred  from  the  Social  Security  Trust 
Funds.     The  FY  1982  revised  request  represents  a  reduction  of  66  positions 
and  $897,000  below  the  FY  1981  budget  estimate.     This  reflects  reductions 
proposed  by  the  Administration  in  health  and  human  services  programs  and  is 
consistent  with  the  effort  to  reduce  the  Federal  staff  costs. 

The  reduction  will  result  in  a  scaling  down  of  activities  in  the  compliance 
review  and  technical  assistance  areas.    Major  emphasis  will  be  placed  on 
assuring  that  individual  complaints  of  discrimination  are  processed  and 
resolved  promptly  so  as  to  avoid  a  rising  backlog.     OCR  also  projects  a 
decrease  of  positions  allocated  to  management,  budget,  planning,  and  admin- 
istrative services. 

The  following  table  shows  how  OCR  proposes  to  allocate  the  requested  524 
positions  and  where  staff  reductions  would  be  made: 

FY  1982 

Activity  Positions  Change 

Complaint  Investigations  256 

Pregrant  Reviews  6 

Compliance  Reviews  112  -41 

Technical  Assistance  and  Voluntary 

Compliance  33  -  9 

Legal  Services  61  -  1 

Management ,  Budget ,  and 

Administrative  Services  56  -15 

524  -66 
I.     COMPLAINT  INVESTIGATIONS  AND  PRE-GRANT  REVIEWS 
Justification  for  FY  1982  Revised  Request 

Under  regulations  implementing  the  nondiscrimination  statutes , -OCR  is  committed 
to  resolve  citizen  complaints  of  discrimination  and  to  conduct  an  investigation 
if  necessary  when  information  indicating  possible  noncompliance  is  submitted. 
Also,  pursuant  to  Executive  Order  12250  the  Department  of  Justice  requires 
Federal  departments  and  agencies  "to  establish  procedures  for  the  prompt 
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processing  and  disposition  of  complaints"  alleging  discrimination.     (28  CFR 
Section  42.408(a).)    Court  decisions  indicate  that  compliance  agencies  such 
as  OCR  have  an  obligation  to  respond  promptly  when  information  of  possible 
civil  rights  violations  is  submitted.     If  a  complaint  is  found  to  be  valid, 
the  recipient  agency  must  take  steps  to  correct  the  discriminatory  practice. 

In  addition,  OCR  conducts  pre-grant  reviews  to  determine  the  civil  rights 
compliance  posture  of  facilities  applying  for  Medicare  certification. 

Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981  Revised  Estimate 

Since  1976  the  number  of  complaints  received  by  OCR  has  increased  annually 
from  400  to  1,776  receipts  in  FY  1980.     Based  on  the  number  of  complaints 
filed  during  the  first  quarter,  OCR  anticipates  that  approximately  1,900  new 
complaints  will  be  submitted  in  FY  1981.    The  upward  trend  will  probably 
continue  into  FY  1982.     To  process  the  complaint  workload  and  prevent  a  rising 
backlog,  OCR  estimates  that  at  least  256  positions  will  be  needed  in  FY  1982. 

The  allocation  of  256  positions  includes  field  investigators  and  supervisory 
and  clerical  staff  assigned  to  the  10  regional  offices.    The  total  allocation 
also  includes  headquarters  staff  assigned  to  developing  investigative  pro- 
cedures and  manuals,  reviewing  investigative  plans  and  findings,  and  field 
management.     Field  management  staff  monitor  regional  operations  by  collecting 
data  on  complaint  receipts,  the  status  of  each  complaint,  the  nature  of  the 
allegations,  and  the  disposition  of  all  complaints.     Such  information  is  es- 
sential to  manage  the  complaint  workload,  set  performance  standards  and  allocate 
resources. 

Under  the  revised  FY  1982  budget  request  OCR  proposes  to  keep  in  step  with  the 
rising  volume  of  complaints.  The  budget  reductions  proposed  for  FY  1982  would 
not  decrease  enforcement  activity  in  this  area. 

In  FY  1982  OCR  expects  to  conduct  about  1,661  pre-grant  reviews  of  facilities 
applying  for  Medicare  certification.  Six  positions  will  be  allocated  to  this 
activity,  the  same  number  assigned  in  FY  1981. 

II.     COMPLIANCE  REVIEWS 

Justification  for  FY  1982  Revised  Request 

Compliance  reviews  are  conducted  to  identify  and  remedy  patterns  and  practices 

of  discrimination  in  department-funded  programs.  If  civil  rights  violations 

are  identified  during  the  course  of  a  compliance  review,  OCR  negotiates  a 

comprehensive  remedial  plan  with  the  health  care  or  social  service  provider. 

Pursuant  to  Executive  Order  12250,  the  Department  of  Justice,  which  coordinates 
enforcement  governmentwide ,  has  required  Federal  departments  and  agencies  to 
establish  a  program  of  field  compliance  reviews  targeted  at  a  representative 
number  of  grant  recipients  (28  CFR  Section  42.407).     The  implementing  regula- 
tions provide  that  the  Department  of  Health  and  Human  Services  will  periodically 
review  recipient  programs  to  ensure  compliance. 
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Reviews  generally  focus  on  significant  compliance  problems  at  relatively  large 
facilities  or  systems  that  serve  large  groups  of  minorities  and  handicapped 
persons.     Reviews  have  the  potential  to  eliminate  access  barriers  to  services 
for  many  persons  while  complaint  investigations  generally  have  a  more  limited 
impact. 

To  support  the  compliance  review  program  staff  must  undertake  a  variety  of 
tasks  such  as:     (1)  development  of  investigative  manuals  for  regional  staff; 
(2)  development  and  dissemination  of  compliance  standards  in  the  form  of 
manuals,  guidelines,  policy  interpretations  or  regulations;   (3)  xn-house 
training  of  regional  staff;  (4)  review  of  Department  program  regulations  to 
insure  that  provisions  are  consistent  with  and  reinforce  civil  rights  re- 
quirements; (5)  research  into  compliance  problems,  including  the  development 
of  surveys  and  analysis  of  survey  results.    Many  of  these  tasks,  while  key  to 
the  compliance  review  effort,  also  assist  OCR  in  investigating  and  resolving 
issues  raised  in  complaints. 

In  order  to  determine  where  potential  compliance  problems  exist,  and  which 
problems  warrant  priority  attention,  OCR  periodically  collects  information 
from  various  recipients.    This  information  gauges  the  extent  to  which  minorities 
and  handicapped  persons  participate  in  department-funded  programs  and  whether 
barriers  exist  that  have  the  effect  of  discriminating  against  these  groups. 
Under  Department  of  Justice  guidelines,  each  Federal  department  and  agency 
must  collect  data  sufficient  to  permit  an  evaluation  of  Title  VI  compliance 
(28  CFR  Section  42.406).     In  a  report  to  Congress  dated  April  15,  1980,  the 
General  Accounting  Office  recommended  that  all  agencies  with  enforcement  re- 
sponsibilities expand  data  collection  efforts.     In  FY  1982,  the  results  of  an 
OCR  hospital  survey  will  be  available  for  use  during  complaint  investigations 
and  compliance  reviews. 

Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981  Revised  Estimate 

In  FY  1982  OCR  proposes  to  allocate  112  positions  to  conduct  compliance  reviews, 
a  reduction  of  41  positions  compared  to  a  staffing  level  of  153  positions  for 
FY  1981.     This  allocation  includes  field  investigators  and  supervisory  and 
clerical  staff  assigned  to  the  regional  offices  as  well  as  headquarters  staff 
who  review  findings  and  resolve  policy  issues  that  arise  in  conducting 
reviews.     The  staff  reduction  for  this  activity  is  in  line  with  proposed  re- 
ductions in  health  and  human  services  programs  and  would  decrease  the  number  of 
compliance  reviews  that  could  be  conducted  in  FY  1982.     The  number  of  staff  to 
be  assigned  to  compliance  reviews  in  FY  1982  is  an  estimate  and  could  change 
if,  for  instance,  the  volume  of  complaints  exceeded  our  projections.  Staff 
assigned  to  the  regional  offices  investigate  complaints  as  well  as  conduct 
compliance  reviews. 

III.     TECHNICAL  ASSISTANCE  AND  VOLUNTARY  COMPLIANCE 
Justification  for  FY  1982  Revised  Request 

To  encourage  voluntary  compliance,  OCR  carries  out  two  major  initiatives: 
(1)  the  provision  of  technical  assistance  to  recipients  and  beneficiaries, 
directly  and  under  contract;   (2)  the  provision  of  technical  assistance  and 
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other  support  to  the  Department's  program  agencies  to  enable  them  to  integrate 
civil  rights  objectives  into  program  administration.    The  purpose  is  to 
broaden  awareness  of  compliance  standards  among  recipients  and  to  enlist  the 
support  of  the  Department's  program  agencies  in  conducting  compliance  activity. 

By  means  of  complaint  investigations  and  compliance  reviews,  OCR  can  only 
reach  a  very  small  percentage  of  the  recipients  subject  to  the  nondiscrimination 
laws  and  regulations.     The  technical  assistance  program  is  designed  to  alert 
all  Department  recipients  to  their  civil  rights  obligations  and  encourage  them 
to  take  steps  to  comply  on  a  voluntary  basis. 

In  a  report  submitted  to  Congress  on  August  15,  1980,  the  General  Accounting 
Office  found  that  recipients  were  generally  unaware  of  their  Title  VI  respon- 
sibilities and  that  the  Department's  program  agency  staff  lacked  the  necessary 
training  to  be  able  to  identify  Title  VI  problems  and  alert  recipients  to 
these  problems.     OCR's  technical  assistance  effort  is  designed,  in  part,  to 
correct  this  shortcoming. 

To  broaden  awareness  of  civil  rights  obligations,  OCR  pursues  a  three-pronged 
strategy:     (1)  the  development  and  dissemination  of  handbooks  and  guides  con- 
taining information  about  how  to  comply;   (2)  building  the  capacity  of  the 
Department's  program  agencies  and  nongovernmental  organizations  to  assist 
recipients  and  beneficiaries  through  staff  training  and  workshops;   (3)  pro- 
viding technical  assistance  directly  to  recipients,  beneficiaries,  and  State 
and  local  officials. 

This  strategy  has  worked  by  encouraging  health  and  human  service  providers 
to  make  corrective  changes.     In  addition,  technical  assistance  cuts  down  on 
costs  by  alerting  providers  to  the  most  effective  and  least  costly  means  of 
achieving  compliance.     Finally,  by  involving  the  Department's  program  agencies 
in  the  enforcement  effort,  OCR  is  able  to  reach  a  larger  universe  of  recipients. 
Starting  in  1978,  the  Department's  major  program  agencies  entered  into  agree- 
ments with  OCR  to  apply  civil  rights  criteria  in  administering  grant  programs 
and  to  help  educate  recipients  to  their  civil  rights  responsibilities.  The 
agencies  are:     the  Social  Security  Administration,  the  Health  Care  Financing 
Administration,  the  Public  Health  Service,  and  the  Office  of  Human  Development 
Services. 

Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981  Revised  Estimate 

The  FY  1982  revised  request  would  provide  33  positions  for  technical  assistance 
and  voluntary  compliance  efforts  compared  to  42  positions  in  FY  1981.  OCR 
will  continue  plans  to  train  program  agency  staff  and  broaden  the  application 
of  civil  rights  standards,  although  the  staff  reduction  will  diminish  the 
scope  of  this  activity.     The  budget  includes  $585,000  for  technical  assistance 
contracts.     The  funds  will  be  used  to:     (1)  develop  the  capacity  of  national 
organizations  to  provide  technical  assistance  to  health  care  and  social 
service  providers  and  State  and  local  officials;  and  (2)  to  continue  developing 
and  disseminating  technical  assistance  materials  explaining  how  recipients  can 
comply  with  the  nondiscrimination  requirements. 
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IV.  LEGAL  SERVICES 

Justification  for  FY  1982  Revised  Request 

OCR's  budget  request  contains  positions  and  funds  to  support  the  Civil  Rights 
Division  of  the  Office  of  the  General  Counsel.    Division  attorneys  provide 
legal  assistance  to  OCR  staff  in  developing  compliance  standards  and  proce- 
dures, in  reviewing  findings  and  proposed  remedies  in  individual  cases,  in 
preparing  regulations,  and  in  representing  OCR  in  administrative  enforcement 
proceedings . 

OCR  relies  on  legal  services  in  these  specific  areas:     (1)  up-to-date  knowledge 
of  court  decisions  that  affect  the  nondiscrimination  laws  and  regulations  or 
set  evidentiary  standards;   (2)  coordination  with  the  Department  of  Justice 
in  processing  individual  cases  and  applying  that  Department's  guidelines  for 
civil  rights  enforcement;   (3)  development  of  regulations  and  policy  deter- 
minations;  (A)  development  of  briefs,  legal  strategy,  and  other  materials 
relating  to  court  cases  in  which  the  Department  is  a  party  or  has  a  direct 
interest  under  the  civil  rights  laws;   (5)  conduct  of  administrative  enforce- 
ment proceedings  or  referral  of  cases  to  the  Justice  Department  for  enforcement 
when  recipients  refuse  to  voluntarily  comply;   (6)  review  of  investigative 
plans,  letters  of  findings,  and  proposed  voluntary  settlements;   (7)  issuance 
of  legal  opinions  at  OCR's  request  in  novel  or  precedent-setting  cases; 
(8)  guidance  in  applying  the  Privacy  Act,  the  Freedom  of  Information  Act,  and 
other  laws. 

Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981  Revised  Estimate 

In  th«  FY  1982  revised  request  OCR  proposes  to  allocate  61  positions  for  legal 
assistance,  a  reduction  of  one  position  compared  to  the  FY  1981  staff  level. 
Although  the  number  of  compliance  reviews  will  decrease  in  FY  1982,  the 
increased  complaint  workload  will  generate  additional  demands  for  legal  as- 
sistance.   To  avoid  prolonged  delays  in  processing  the  casework,  OCR  will 
retain  virtually  the  same  staffing  level  for  legal  services.     Of  the  requested 
61  positions,  35  positions  will  be  allocated  to  the  regional  offices  and  26 
positions  to  headquarters. 

V.  PROGRAM  MANAGEMENT 

Justification  for  FY  1982  Revised  Request 

This  component  provides  OCR  with  overall  direction  and  management  support 
needed  to  plan  and  accomplish  program  objectives.    Management  determines  en- 
forcement priorities;  allocates  staff  to  these  priority  objectives;  monitors 
and  evaluates  progress;  makes  final  decisions  on  OCR's  compliance  standards 
and  procedures;  and  insures  coordination  with  departmental  officials  and  with 
other  Executive  Branch  departments  and  agencies. 

In  addition,  program  management  staff  provide  administrative  services  (such 
as  personnel,  fiscal,  and  property  management)  and  support  in  the  areas  of 
planning,  budget  .formulation,  evaluation,  and  public  information. 
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Explanation  of  FY  1982  Revised  Request  Compared  to  FY  1981  Revised  Estimate 

Under  the  FY  1982  revised  request  OCR  would  reduce  program  management  by  15 
positions  —  from  71  positions  in  FY  1981  to  56  positions  in  FY  1982.    Due  to 
the  overall  staff  reduction  of  66  positions  for  OCR  in  FY  1982,  this  decrease 
in  the  program  management  area  is  warranted. 
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Office  for  Civil  Rights 


Estimates  for  Consultant  Services 


Program  Activity 

 Ob ligations 


FY  1981  FY  1982 
Revised  Revised 


Estimate  Request 

Office  for  Civil  Rights   $760,000  $710,000 


Description  of  the  Need  for  Consultant  Services 

Consultant  services  are  needed  to  provide  otherwise  unavailable 
expertise  on  a  time  limited  basis  for  the  following  projects. 
Of  the  $710,000  requested,  $370,00  would  be  used  to  conduct  a 
survey  of  -health  care  facilities.     The  results  of  the  survey 
would  be  used  for  targeting  compliance  reviews.     An  additional 
$80,000  would  be  used  to  develop  indicators  of  discrimination 
in  health  and  human  service  facilities.     $185,000  would  be  needed 
to  provide  automated  systems  for  adequate  reporting  of  regional 
OCR  information,  monthly  submissions  of  Case  Information  Manage- 
ment System  (CIMS)  data  and  continuous  submission  of  Early 
Warning  Reports  on  reviews  or  complaints.     $75,000  would  enable 
OCR  to  develop  an  investigative  manual  on  employment  patterns 
and  practices. 
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DEPARTMENTAL  MANAGEMENT 
Policy  Research 

For  carrying  out,  to  the  extent  not  otherwise  provided,  research  studies 
under  section  1110  of  the  Social  Security  Act  [$22,000,000]  §16,700,000. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

DEPARTMENTAL  MANAGEMENT 

POLICY  RESEARCH 

Amounts  Available  for  Obligation  1/ 

1981  1982 

1980                        Revised  Revised 

Actual                        Estimate  Request 

Appropriation  $24,000,000               $22,000,000  $16,700,000 

Total  budget  authority.  24,000,000                22,000,000  16,700,000 

Unobligated  balance 

lapsing                                -  481,000       

Total  obligations  1/        23,519,000                22,000,000  16,700,000 

1/Excludes  the  following  amounts  for  reimbursable  activities  carried 

out  by  this  account:     1980  -  $3,620,000;  1981  and  1982  -  $3,949,000. 

Summary  of  Changes 

1981  revised  estimate   22,000,000 

1982  revised  request   16,  700,000 

Net  change    -  5,300,000 


1981  Revised  Base 


Change  from  Base 
Pos.  Amount 


Program  Increases 


1.     Increased  grants 
for  Retirement 
Studies,  Program 
Finance  Study 


2.     Health  Competition. 


650,000 


+1,050,000 
+1 ,000,000 


Total  increases. 


•2,050,000 
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1981  Revised  Base  Change  from  Base 

Pos .       Amount  Pos .  Amount 

Program  Decreases : 

1.  Reductions  in  Income 
Maintenance  Experiments 
and  Welfare  Administration 

Improvement  Study     7,200,000    -2,400,000 

2.  Phase  down  of  Health 
Insurance  Experiments 

and  other  health  research...    8,700,000    -2,400,000 

3.  Reduced  Funding  for 

Human  Services.     1,250,000    -  450,000 

4.  Survey  of  Income  and 

Program  Participation      1,250,000    -  950,000 

5.  Poverty  Research  Center      1,500,000    -  500,000 

6.  Other  Basic  Research      1,450,000    -  650,000 


Total  decreases   '. . .    -7,350,000 


Net  change 


-5,300,000 
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Authorizing  Legislation 
Policy  Research 


1981  1981  1982  1982 

Amount  Revised  Amount  Revised 

Legislation  Authorized  Estimate  Authorized  Request 


Section  1110, 
Social  Security 

Act   Indefinite  $22,000,000         Indefinite  $16,700,000 
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Policy  Research 


Budget 
Estimate 
to  Congress 

House 
Allowance 

Senate 
Allowance 

Appropriation 

$29,759,000 

$29,759,000 

$29, 759,000 

$29, 759,000 

31,759,000 

27,459,000 

24,899 ,000 

24,899,000 

29,209,000 

26,249,000 

24,899 ,000 

24,899,000 

29,899,000 

24,899,000 

12,424,000 

19,949,000 

22,349,000 

39,949,000 

22,349,000 

29,949,000 

27,000,000 

25,000,000 

27,000,000 

25,000,000 

24,715,000 

24,000,000 

24,000,000 

24,000,000 

22,000,000 

22,000,000 

22,000,000 

16,700,000 
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Policy  Research 

Authorizing  Legislation  -  Section  1110  of  the  Social  Security  Act 
T981 

Revised  Increase  or 

 Estimate    1982  Revised  Request    Decrease 

Budget  Budget  Budget 

Pos .  Authority  Authorization    Pos .        Authority        Pos .  Authority 

15  $22,000,000  Indefinite        15      $16,700,000    -$5,300,000 


1981  "  1982 

Revised  Revised  Increase  or 

Estimate  Request  Decrease 


Income  Maintenance  and 

7,850,000 

6,500,000 

-1,350,000 

Employment 

Income  Maintenance  Experiments 
Welfare  Administration 

Improvement  Study 
Retirement  Studies 
Program  Finance  Study 

2,300,000 

300,000 

-2,000,000 

4,900,000 
650,000 

4,500,000 
1,400,000 
300,000 

-  400,000 
+  750,000 
+  300,000 

Health 

8,700,000 

7,300,000 

-1,400,000 

Health  Insurance  Experiment 
Non-Experimental  Health 
National  Health  Insurance 

Research 
Health  Competition 

8,200,000 
200,000 

300,000 

6,300,000 
1,000,000 

-1,900,000 

-  200,000 

-  300,000 
+1,000,000 

Human  Services 

1,250,000 

800,000 

-  450,000 

Long  Term  Care 
Disability 

Social  Services  and  Child  Care 

650,000 
400,000 
200,000 

500,000 
300,000 

-  150,000 

-  100,000 

-  200,000 

Basic  Research 

4,200,000 

2,100,000 

-2,100,000 

Survey  of  Income  and  Program 

Participation 
Poverty  Research  Center 
Computer  Support 
Other  Statistical  Studies 
Panel  Study  on  Income  Dynamics 

1,250,000 
1,500,000 
450,000 
400,000 
600,000 

300,000 
1,000,000 
500,000 
300,000 

-  950,000 

-  500,000 
+  50,000 

-  100,000 

-  600,000 

1982  Total  Resources 

22,000,000 

16,700,000 

-5,300,000 

Term  Positions 


15 


15 
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Policy  Research 
Section  1110,  Social 

Security  Act 

1981 

Revised  Estimate 

1982 
Revised  Request 

Pos  . 

Amount 

Pos.  Amount 

Current  request 

15 

$22,700,000 

15  $21,550,000 

Proposed  change 

700.000 

-  4.850.000 

Revised  request 

15 

22,000,000 

15  16,700,000 

Policy    Research  is 

administered 

by    the   Assistant    Secretary    for  Planning 

and  Evaluation.     This  program  is 

one  of  the 

Department's  principal  sources 

of  policy-relevant  data  and  research  on  poverty  problems;  on  income  sources 
and  characteristics  of  the  low-income  population;  on  the  impact,  effective- 
ness and  distribution  of  benefits  under  existing  or  proposed  programs;  and 
on  other  issues  that  cut  across  HHS  agency  lines,  such  as  the  problems  of 
administering  income  maintenance,  health,  and  social  service  programs, 
long-term  care  financing  and  services,  disability  and  problems  of  the  aged. 
It  is  the  only  flexible  research  authority  available  to  the  Department 
for  work  on  emerging  and  changing  issues  of  national  policy  significance. 
It  is  used  to  analyze  issues  that  cannot  be  covered  in  other  departmental 
research  programs  or  under  existing  evaluation  authority.  This  program  is 
closely  coordinated  with  the  research  activities  of  other  departmental 
agencies. 

Justification  for  FY  1982  Revised  Request 

I.     Income  Maintenance  and  Employment 

Findings  from  research  on  income  maintenance  and  employment  provide  a 
better  understanding  of  the  causes  of  low  earnings  from  employment  and  of 
retirement;  predict  the  likely  effects  of  changes  in  income  maintenance  and 
employment-related  assistance  programs;  predict  the  likely  effects  of 
changes,  including  incentives  for  later  retirement,  in  social  security  and 
other  retirement  income  programs  on  the  employment  of  the  elderly  and  on 
the  economy  as  a  whole;  suggest  program  modifications  that  will  contribute 
to  increased  self-sufficiency  and  reduced  dependency  among  low-income 
families  and  individuals;  and  provide  information  on  the  cost  effective- 
ness of  alternative  methods  of  administering  income  maintenance  and  employ- 
ment-related assistance  programs. 

FY  1982  anticipated  accomplishments  in  the  area  of  income  maintenance 
include: 

Seattle  and  Denver  Income  Maintenance  Experiments.  The  experiment ! s 
Final  Report  will  be  completed  and  published.  A  dissemination  program 
to  make  the  experiments'  findings  and  the  public  use  data  tapes  avail- 
able will  be  undertaken  as  well  as  a  number  of  small  research  projects 
to  reanalyze  the  data  on  the  various  behavior  responses  of  the  partici- 
pants in  the  experiments. 
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Welfare  Administration  Improvement  Study.  The  monthly  reporting  pro- 
jects will  complete  their  demonstration  phase,  all  data  collection 
activities  will  be  completed,  and  some  preliminary  analyses  will  be 
undertaken.  The  local  welfare  office  computer  simulation  model  will 
be  expanded  to  perform  more  general  trade-off  analyses  particularly 
in  the  area  of  payment  accuracy.  Reports  will  be  prepared  on  the 
error  characteristics  of  different  administrative  techniques.  The 
State  welfare  administration  projects  will  undertake  experiments  in 
income  verification  techniques  and  will  initiate  parallel  research  on 
under  reporting  of  income  by  clients. 

These    projects    should    result    in    improved    administrative  techniques 
and  an  enhanced  capability  for  measuring  the  effectiveness  of  corrective 
actions . 

Retirement  Studies.  The  development  and  testing  of  models  begun  in 
FY  1981  will  continue.  Development  will  concentrate  on  a  long-term 
dynamic  simulation  model,  with  not  only  the  household  sector  but  also 
the  business  and  financial  sectors  specified  in  detail.  This  will 
enhance  the  capability  of  the  Department  (and  other  investigators)  to 
analyze  key  distributional  and  aggregate  economic  outcomes  of  various 
social  security  and  pension  alternatives  and  their  implications  for 
household  income  and  assets.  Pilot  applications  of  the  models  to 
selected  policy  problems  will  be  initiated. 

—  Program  Finance  Study.  A  new  study  will  be  initiated  to  analyze  the 
role  of  Federal,  State  and  local  governments  in  the  financing  of  human 
service  programs,  and  the  effect  of  alternative  financing  arrangements 
on  the  provision  of  human  services  and  on  regional  economic  conditions 
and  state/  local  budgets. 

II.  Health 

Health  research  is  directed  towards  significant  policy  questions  concerning 
alternative  health  financing  approaches  and  their  effects  on  utilization  of 
services,  costs  and  health  status. 

In  the  health  area,   the  following  activities  are  anticipated  for  FY  1982: 

—  The  Health  Insurance  Study.  During  FY  1982  the  analyses  previously 
initiated  will  be  continued,  additional  ones  instituted  and  new  data 
will  be  incorporated  as  they  become  available.  The  extent  of  partici- 
pants insurance  coverage  prior  to  enrollment  in  the  Health  Insurance 
Study  will  be  determined  through  the  abstracting  of  insurance  records. 
By  1982  sufficient  data  will  be  available  to  begin  testing  for  varia- 
tions in  behavior  and  treatment  of  the  poor.  In  particular,  the  extent 
of  differences,  if  any,  in  the  quality  of  care  received  by  the  poor 
after  adjusting  for  insurance  coverage,  will  be  determined.  Differences 
in  the  responses  to  price  changes  between  the  poor  and  the  nonpoor  will 
also  be  estimated. 
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—  Health  Competition.  Based  on  1981  planning  work  initiated  with  in-house 
resources,  a  major  new  research  effort  will  be  undertaken  in  1982  to 
develop  and  analyze  data  on  alternative  pro-competition  proposals. 
Elements  to  be  tested  will  include  increased  consumer  cost-sharing,  low 
cost  option  selection,  and  —  using  proxies  —  alternative  tax  treatments 

III.    Other  Human  Services 

Research  in  this  area  spans  a  variety  of  programs  that  affect  the  disadvant- 
aged. These  include  disability,  long-term  care,  and  the  delivery  of  human 
services.  These  projects  represent  congressional  interests  not  addressed  in 
other  departmental  research  programs. 

The  Assistant  Secretary  for  Planning  and  Evaluation  is  responsible  for 
the  coordination  and  oversight  of  the  Long-Term  Care  (LTC)  initiative. 
An  inventory  and  analysis  of  past  and  current  HHS  and  other  federally 
sponsored  LTC  research  will  be  initiated  and  will  assist  in  the 
development  of  a  multi-agency  research  agenda.  In  addition,  research 
projects  designed  to  create  a  LTC  policy  model  and  to  assess  alternative 
methods  of  encouraging  family  members  to  care  for  impaired  relatives 
in  need  of  LTC  will  be  initiated. 

The  study  of  the  court-ordered  deinstitutionalization  of  mentally  retarded 
residents  of  the  Pennhurst  Center  in  Pennsylvania  will  be  continued.  This 
study  investigates  the  effects  of  the  closing  of  a  large  State  institution 
and  the  return  of  the  patients  to  the  community.  Findings  from  this  study 
will  provide  information  to  Federal,  State,  and  local  officials  who  need  to 
respond  to  court  mandated  requirements  for  community  placement  of  the 
institutionalized  mentally  retarded.  Data  from  this  study  will  provide 
essential  information  on  costs  of  such  efforts,  and  the  effects  on  the 
mentally  retarded,   service  providers,  and  the  community. 

IV.     Basic  Research  and  Statistical  Studies 

Research  in  this  area  is  performed  to  improve  collection,  analyses  and 
utilization  of  statistical  data  on  policy-relevant  economic,  social,  health 
and  demographic  variables  and  relationships  to  improve  the  measurement  and 
subsequent  understanding  of  poverty  and  the  impact  of  poverty  policy. 

The  national  Survey  of  Income  and  Program  Participation  (SIPP)  is  scheduled 
to  become  operational  under  SSA  management  in  the  beginning  of  FY  1982  with 
expansion  to  the  full  national  sample  size  in  FY  1984.  ASPE  will  continue 
to  support  this  effort.  Support  will  be  continued  for  a  poverty  research 
center  which  will  conduct  a  wide  range  of  research  studies  and  provide 
valuable  analytic  support  to  departmental  staff  on  policy  issues. 

Explanation  of  FY  1982  Revised  Request  Compared  to 
FY  1981  Revised  Estimate 


The  FY  1982  revised  request  for  Policy  Research  has  been  reduced  by 
$5,300,000  from  the  estimate  for  FY  1981.     The  new  budget  request  is 
$16,700,000. 
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I.     Income  Maintenance  and  Employment 

In  FY   1982   there  will  be   a  net   decrease  of  $1,350,000  in  the   funding  of 
the  Income  Maintenance  and  Employment  area. 

Income  Maintenance  Experiments 

FY  1981  FY  1982 

$2,300,000  $300,000 

A  funding  level  of   $300,000  will  permit   the  completion  of  the  final  report 

of  the  Seattle-Denver  Income  Maintenance  Experiment.  This  report  will 
present  and  draw  together  the  salient  results  and  findings  of  this  eight 
year  research  effort. 

Welfare  Administration  Improvement  Study 

FY  1981  FY  1982 

$4,900,000  $4,500,000 

The  proposed  level  of  funding  will  permit  the  Department  to  continue 
to  support  the  final  stages  of  the  multi-year  monthly  reporting  experiments. 
It  will  also  permit  the  continuation  of  research  into  administrative  perform- 
ance in  the  areas  of  verification  and  underreporting  of  income.  The  pro- 
posed level  of  funding  will  limit  our  ability  to  conduct  demonstrations  in 
local  welfare  offices  of  alternative  techniques  for  improving  verifi  cation 
or  reducing  underreporting  of  income. 

Retirement  Studies 

FY  1981  FY  1982 

$  650,000  $1,400,000 

The  change  in  funding  levels  from  FY  1981  to  FY  1982  reflects  a  planned 
shift  in  the  work  of  the  Retirement  Study.  Work  conducted  during  FY  1982  was 
purely  developmental  —  laying  out  the  research  agenda,  conceptualizing  the 
analytical  and  computer  models,  and  identifying  data  sources.  During  FY 
1982  work  will  begin  on  the  construction  of  the  dynamic  models  which  will 
guide  the  analysis.  The  proposed  FY  1982  funding  level  reflects  the  minimum 
level  of  effort  necessary  for  this  work. 

Program  Finance  Study 

FY  1981  FY  1982 

$300,000 

Funding  will  support  a  program  of  research  on  issues  related  to  the  financing 
methods  used  for  the  Department's  programs.     The  research  undertaken  by  this 
study  will  enable  the  Department  to  begin  to  understand  the  fiscal  impacts  of 
Federal  grant-in-aid  policies   (such  as  categorical,  matching,   and  block  grants) 
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on  state  and  local  budgets,  as  well  as  the  effects  of  such  transfer  policies 
on  the  regional  distribution  of  employment,  income,  and  production. 

II.  Health 

In  FY  1982  the  health  area  will  be  funded  at  a  $7,300,000  budget  level. 
This  represents  a  net  decrease  of  $1,400,000  from  the  FY  1981  budget  for 
health  research. . 

Health  Insurance  Experiments 

FY  1981  FY  1982 

$8,200,000  $6,300,000 

The  change  in  funding  levels  from  FY  1981  to  FY  1982  reflects  in  part, 
the  exiting  of  the  last  participants  from  the  experiment.  Funds  requested 
for  the  health  insurance  experiment  in  1982  will  be  used  to  close  out 
benefit  payments,  and  will  support  virtual  completion  of  data  collection 
activities.  In  1982,  and  increasingly  during  the  phase-down  of  this  project 
in  subsequent  years,  the  effort  will  focus  on  analysis  of  the  substantial 
data  base  which  was  developed  through  the  experiment  itself. 

Health  Competition 

FY  1981  FY  1982 

$1,000,000 

A  new  initiative  will  be  undertaken  in  FY  1982  to  analyze  a  variety  of 
congressional  pro-competition  proposals  which  have  been  made  to  bring 
about  changes  in  employer-provided  health  insurance.  Elements  to  be  tested 
will  include  increased  consumer  cost-sharing,  low  cost  option  selection, 
and  —  using  proxies  —  alternative  tax  treatments. 

Other  Health 

FY  1981  FY  1982 

$500,000 

Recent  non-experimental  health  research  has  emphasized  development  of 
data  regarding  the  costs  of  terminal  illness,  to  parallel  a  current  HCFA 
hospice  demonstration.  Funding  of  the  data  development  effort  has  now  been 
completed,    and   analysis   is  underway.      No   1982  resources  will  be  required. 

The  basic  modeling  and  analytic  capacity,  developed  through  national  health 
insurance  research  investment,  is  now  largely  in  place.  Consequently, 
policy  research  funds  are  no  longer  being  requested. 

III.  Other  Human  Services 


In  FY  1982  there  will  be  a  net  decrease  of  $450,000  in  the  funding  of 
human  services  programs.     The  FY  1982  budget  for  the  human  services 
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area  is  $800,000  as  compared  to  $1,250,000  in  FY  1981. 

Long-Term  Care/Disability/Social  Services  and  Child  Care 

FY  1981  FY  1982 

$1,250,000  $800,000 

The  proposed  level  of  funding  will  make  it  possible  to  explore  residen- 
tial arrangements  that  are  alternatives  to  nursing  homes  for  the  long-term 
care  population.     Efforts  to  model  the  long-term  care  sector  will  be  reduced. 

The  effort  to  study  the  deinstitutionalization  of  residents  in  Pennhurst 
Institution  will  continue.  Given  the  proposed  level  of  funding,  a  study 
planned  for  FY  1982  of  the  problems  of  employing  severely  disabled  persons 
in  the  private  sector  will  be  reduced  in  scope. 

A  project   funded  in  1981  to  study  alternative  approaches  to  financing 
day  care  for  AFDC  children  and  to  determine  whether  it  is  more  cost- 
effective   to    fund   day   care   directly    from  Title  XX  funds,    or   to  use  the 
income   disregard   for  AFDC   eligibility  will  not   be   funded  during  FY  1982. 

IV.  Basic  Research  and  Statistical  Studies 

The  FY  1982  funding  level  of  basic  research  has  decreased  $2,100,000 
from  the  FY  1981  funding  level.  The  FY  1982  budget  for  this  area  is 
$2,100,000,  compared  to  $4,200,000  in  FY  1981. 

Survey  of  Income  and  Program  Participation 

FY  1981  FY  1982 

$1,250,000  $300,000 

FY  1982  funds  will  support  analysis  of  the  data  collected  on  the  1979 
panel  and  will  be  used  for  transitional  activities  as  the  survey  becomes 
operational.  At  the  reduced  funding  level,  the  four  Research  Center  Con- 
tracts will  be  eliminated  one  year  early.  These  Centers  were  established  to 
provide  additional  analysis  of  the  FY  79  Research  Panel  Data  and  to  provide 
further  recommendations  on  the  development  of  the  first  operational  survey. 

Poverty  Research  Center 

FY  1981  FY  1982 

$1,500,000  $1,000,000 

These  funds  provide  core  support  for  a  national  center  for  poverty  research 
that  conducts  a  wide-ranging  program  of  basic  and  applied  research  on  the 
extent  and  causes  of  changes  in  the  distribution  of  income,  with  a  special 
emphasis  on  the  role  of  governmental  transfer  policies  in  affecting  that 
distribution.  ASPE's  provision  of  core  support  is  vital  in  creating 
an  organization  capable  of  carrying  out  such  a  program  of  research.  The 
requested   amount    should   be    sufficient    to   maintain   the   center   at   a  reduce 
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level  of  activity  for  FY  1982  that  is  in  harmony  with  the  Administration's 
desire  to  reduced  the  federal  budget,  yet  without  seriously  jeopardizing 
the  Department's  longstanding  commitment  to  support  this  kind  of  research 
as  well  as  maintaining  the  capacity  for  future  research  activities. 


A  planned  increase  in  the  Computer  Support  budget  will  permit  adjustments 
for  the  present  high  rate  of  inflation  for  labor  intensive  computer  sup- 
port and  maintenance  services.  The  Panel  Study  of  Income  Dynamics,  which 
has  been  surveying  changes  in  family  income  for  14  years,  has  produced  a 
wealth  of  valuable  reports  and  findings.  In  light  of  the  Administrations' 
budget  emphasis  the  study  will  be  discontinued.  Other  statistical  studies 
will  also  be  reduced  in  scope. 


Other 


FY  1981 
$1,450,000 


FY  1982 
$800,000 
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Department  of  Health  and  Human  Services 

Proposed  Changes  to  General  Provisions 
for  Fiscal  Year  1982 

Introduction 

The  President's  budget  for  1982  includes  recommendations  regarding  changes 
to  the  General  Provisions  of  the  proposed  Labor/HHS/Education  and  Related 
Agencies  appropriations  bill.     These  changes  are  detailed  in  the  Appendix  of 
the  1982  budget,  Part  I  (Detailed  Budget  Estimates)  at  the  conclusion  of  the 
schedules  for  the  Department  of  Health  and  Human  Services  (page  I-K78). 

The  fiscal  year  1981  language  is  based  on  P.L.  96-536,  the  second 
Continuing  Resolution,  because  no  appropriation  has  been  enacted  for  the 
Department.    The  Continuing  Resolution  provides  for  language  in  manner  and 
extent  that  would  have  been  provided  by  the  conference  version  of  H.R.  4389, 
the  Departments  of  Labor,  Health  and  Human  Services,  Education  and  Related 
Agencies  Appropriation  Act,  1980,  with  the  exception  of  Section  201  which  has 
been  deleted  in  Section  101(a)(4)  of  the  Continuing  Resolution  and  Section  210 
(abortion  provision)  of  H.R.  4389  which  has  been  superseded  by  Section  109  of 
the  Continuing  Resolution. 

The  following  is  a  listing  and  explanation  of  the  proposed  changes: 

Title  II 

Section  204.    None  of  the  funds  provided  herein  shall  be  used  to  pay  any 
recipient  of  a  grant  for  the  conduct  of  research  an  amount  equal  to  as  much 
as  the  entire  cost  of  such  research. 

Explanation 

This  provision  is  deleted. 

The  requirement  for  mandatory  cost-sharing  by  recipients  of  HHS  grants 
increases  the  cost  of  administering  research  grants  for  both  HHS  and  grantees. 
Universities  are  required  to  maintain  records  of  grant  costs  not  supported  by 
Federal  funds,  filing  an  institutional  cost-sharing  agreement  with  the  Depart- 
ment which  documents  these  costs.     For  universities  without  such  agreements,  a 
separate  sheet,  explaining  how  the  cost-sharing  requirement  will  be  met,  becomes 
a  necessary  part  of  the  grant  application.     This  information  must  be  kept 
separate  from  the  rest  of  the  application  and  is  not  open  to  the  public  because 
it  could  affect  the  awarding  of  grants.     In  addition  to  costs  incurred  from 
these  administrative  procedures,  cost-sharing  has  been  of  minimal  value  in 
reducing  the  Federal  share  in  funding  research  project  grants. 

The  Report  of  the  Commission  on  Government  Procurement  (December  1972) 
indicated  that  cost-sharing  requirements  "do  nothing  to  increase  the  total  yield 
of  research  projects;  they  merely  rearrange  it  in  a  bookkeeping  fashion,  at 
considerable  cost."    The  report  recommended  that  cost-sharing  on  research  and 
development  (R&D)  projects  be  eliminated  and  that  "decisions  with  respect  to 
the  placement  of  R&D  contracts  or  grants  should  not  be  influenced  by  potential 
involvement  in  cos t- sharing . " 
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The  Report  of  the  Commission  on  Federal  Paperwork.  (April  29,  1977)  endorsed 
that  recommendation:   "With  respect  to  services  for  which  no  charge  is  made  but 
which  nevertheless  must  be  documented  in  order  to  demonstrate  cost-sharing,  the 
Commission  endorses  the  position  of  the  Commission  on  Government  Procurement..., 
concerning  the  elimination  of  mandatory  cost-sharing  on  research  and  develop- 
ment projects..." 

Section  205.    None  of  the  funds  contained  in  this  title  shall  be  available  for 
additional  permanent  positions  in  the  Washington  area  if  the  total  authorized 
positions  in  the  Washington  area  is  allowed  to.  exceed  the  proportion  existing  at 
the  close  of  fiscal  year  1966. 

Explanation 

This  provision  is  deleted. 

At  the  close  of  fiscal  year  1966  approximately  40  percent  of  permanent 
positions  in  the  Federal  government  were  located  in  the  Washington  area.  Since 
that  time,  many  operations  have  been  decentralized.    By  November  30,  1980,  only 
about  21  percent  were  in  the  Washington  area.     Because  of  decentralization 
efforts,   this  provision  has  become  superfluous  and  should  be  eliminated. 

Section  210  (Language  of  Section  109  of  P.L.  96-536).     None  of  the  funds  made 
available  by  this  Act  shall  be  used  to  perform  abortions  except  where  the  life 
of  the  mother  would  be  endangered  if  the  fetus  were  carried  to  term;  or  except 
for  such  medical  procedures  necessary  for  the  victims  of  rape  or  incest  when 
such  rape  has  been  reported  within  seventy-two  hours  to  a  law  enforcement  agency 
or  public  health  service;  nor  are  payments  prohibited  for  drugs  or  devices  to 
prevent  implantation  of  the  fertilized  ovum,  or  for  medical  procedures  necessary 
for  the  termination  of  an  ectopic  pregnancy;   Provided,  however,  that  the  States 
have  the  right  not  to  fund  abortions  to  the  extent  they  deem  appropriate. 

(Proposed  language)  None  of  the  funds  made  available  by  this  Act  shall  be 
used  to  perform  abortions  except  where  the  life  of  the  mother  would  be 
endangered  if  the  fetus  were  carried  to  term;  Provided,  however,  that  the  States 
have  the  right  not  to  fund  abortions . 

Explanation 

This  provision  would  allow  the  Federal  funding  of  abortions  only  where  the 
life  of  the  mother  would  be  endangered  if  the  fetus  were  carried  to  term. 
States  would  nevertheless  not  be  required  to  finance  such  abortions. 

Section  212.    None  of  the  funds  appropriated  or  otherwise  made  available  in  this 
title  shall  be  used  to  implement  section  15(d)  and  (e)  of  the  Small  Business 
Act,  as  amended,  or  Executive  Order  number  12073,  dated  August  16,  1978,  in 
regard  to  requests  for  proposals  for  research,  rehabilitation,  training,  or 
other  highly  professional  health,  education  and  social  services  which  will  not 
substantially  affect  employment  levels. 
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Explanation  '  1 

This  provision  is  deleted. 

The  provision  severely  limits  the  total  number  of  contracts  that  the 
Department  could  include  in  its  initiative  to  aid  labor-surplus  areas. 
Approximately  70  percent  of  the  contracts  set  aside  for  this  purpose  in  fiscal 
year  1979  were  of  the  research  and  development,  non-labor  intensive  variety. 

The  effect  of  this  provision  is  to  exclude  many  qualified  small  contractors 
from  consideration  for  Federal  funding.     The  provision  requires  that  an  award  to 
a  firm  located  in  a  labor-surplus  area  substantially  affect  employment  levels. 
Small  contractors  have  a  limited  impact  on  employment;   therefore,  they  should 
not  be  subjected  to  a  system  that  discriminates  against  them  for  employment 
levels. 

The  provision  was  intended  to  enable  the  government  to  select  the  best 
contractor  without  regard  to  whether  it  is  located  within  a  labor-surplus  area 
or  other  set-aside  category.    However,  the  real  effect  of  the  provision  has  been 
to  interfere  with  the  ability  to  hire  the  best  contractor  for  the  work  to  be 
performed  because  the  system  has  introduced  the  requirement  of  impact  on 
employment . 

Section  213.    Funds  appropriated  to  the  Department  of  Health  and  Human  Services 
under  title  II  may  not  be  used  to  pay  the  compensation  of  experts  or  consultants 
(other  than  full-time  employees)  or  organizations  thereof,  or  to  procure  by 
contract  the  services  of  experts  or  consultants  or  organizations  thereof,  in 
excess  of  $110,000,000  during  fiscal  year  1981.     Expenditures  for  all  consultant 
services  in  the  fourth  quarter  of  the  fiscal  year  may  not  exceed  30  per  centum 
of  the  total  annual  fiscal  year  expenditure  for  such  consultant  services. 

Explanation 

This  provision  is  deleted. 

A  legislated  limitation  on  expenditures  for  consultant  services  is  no 
longer  required.     The  Department  has  implemented  a  plan  for  managing  and 
controlling  expenditures  for  consultant  services.     In  fiscal  year  1980,  the 
first  year  of  the  management  and  control  plan,  obligations  for  consultant 
services  were  limited  to  only  seventy-six  percent  of  the  legislated  limitation. 
The  1982  budget  request  includes  $95,550,000  for  consultant  services; 
expenditures  under  the  Department's  management  and  control  plan  would  not  exceed 
the  request. 

New  Section  205.     Funds  appropriated  in  this  title  for  the  Social  Security 
Administration  and  the  Office  of  Child  Support  Enforcement  shall  be  available 
for  not  to  exceed  $5,000  for  official  reception  and  representation  expenses 
related  to  income  maintenance  or  child  support  enforcement  activities  of  the 
Department  when  specifically  approved  by  the  Commissioner  of  Social  Security. 
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Explanation 

The  inclusion  of  this  new  section  is  needed  because  of  the  totalization 
provision  of  the  Social  Security  Amendments.     This  provided  for  negotiation  of 
agreements  to  coordinate  coverage  under  social  insurance  programs  in  the  United 
States  and  other  countries  for  American  nationals  working  in  those  countries, 
and  for  foreign  nationals  working  in  the  United  States.     Following  passage  of 
the  amendments,  directives  were  issued  to  give  top  priority  to  negotiation  of 
totalization  agreements  with  foreign  countries.     Protocol  in  the  conduct  of 
international  negotiations  is  that  the  hosts  provide  hospitality  appropriate  to 
the  occasion.    To  date,  Social  Security  officials  have  had  to  spend  personal 
funds  to  provide  a  minimal  level  of  hospitality  in  response  to  more  elaborate 
hospitality  extended  to  them. 

New  Section  206.  Funds  appropriated  in  this  title  shall  be  available  for 
expenditure  or  transfer,  with  the  approval  of  the  Secretary,  for  funding  the 
Merit  Pay  System,  as  authorized  by  the  Civil  Service  Reform  Act  of  1978,  Public 
Law  95-454. 

Explanation 

The  inclusion  of  this  new  provision  would  allow  the  transfer  of  funds  among 
the  Department's  appropriations  for  Merit  Pay  System  payments.    This  provision 
is  needed  because  the  awarding  of  merit  pay  may  not  coincide  with  the  distribu- 
tion by  account  of  funds  for  such  pay  in  the  budget  request.     This  provision 
would  not  increase  the  total  amount  budgeted  for  merit  pay. 

Title  IV 

Section  404.    No  part  of  the  funds  appropriated  under  this  Act  shall  be  used  to 
provide  a  loan,  guarantee  of  a  loan,  a  grant,   the  salary  of  or  any  remuneration 
whatever  to  any  individual  applying  for  admission,  attending,  employed  by, 
teaching  at,  or  doing  research  at  an  institution  of  higher  education  who  has 
engaged  in  conduct  on  or  after  August  1,   1969,  which  involves  the  use  of  (or  the 
assistance  to  others  in  the  use  of)  force  or  the  threat  of  force  or  the  seizure 
of  property  under  the  control  of  an  institution  of  higher  education,   to  require 
or  prevent  the  availability  of  certain  curricula,  or  to  prevent  the  faculty, 
administratitive  officials,  or  students  in  such  institution  from  engaging  in 
their  duties  or  pursuing  their  studies  at  such  institution. 

Explanation 

This  provision  is  deleted. 

This  section  addresses  a  time  when  student  unrest  was  prevalent  on  college 
campuses  and  has  continued  to  be  included  in  the  General  Provisions  although 
student  unrest  is  no  longer  of  concern  to  education  officials.     In  addition, 
this  provision  is  of  questionable  legality  since  similar  legislation,  which  was 
enacted  as  Section  504(a)  of  the  Higher  Education  Amendments  of  1968, 
20  U.S .C. 1060(a) ,  also  attempted  to  prohibit  payments  to  those  involved  in 
student  unrest.     This  legislation  was  declared  unconstitutional  by  the  U.S. 
Court  far  the  Northern  District  of  Illinois,  and  the  government  chose  not  to 
appeal  this  decision.     Therefore,  Section  504  is  not  only  outdated,  but  of 
questionable  legality. 
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Removing  ineligibles  from  the  benefit  rolls   232 

Request  for  new  positions  and  additional  work  years   248 

Role  of  appropriations  committee   215 

Section  1620  of  disability  amendments  of  1980   311 

Senior  executive  service  positions   202 

SES  positions   319 

Space  problems   249 

SSA  program  dollar  error  rates   326 

SSA's  approach  to  meeting  computer  requirements   316 

SSI: 

Children  rehabilitation  program   220 

Error  rate   227 

Hold  harmless   214,  311 

State  government's  role  in  child  support  enforcement  program   236 

Status  of  evaluation  of  the  child  support  enforcement  program   235 

Status  of  the  trust  funds   217 

Steps  toward  reducing  the  SSI  error  rate   311 

Survey  of  income  and  program  participation                                       247,  349 

Time  period  covered  by  partitioning  strategy   318 

Total  benefit  payments  for  fiscal  year  1982   216 

Translation  of  ADP  plan  into  equipment  requirements   318 

Trust  fund  financing   212 

Upgrade  of  data  acquisition  and  response  system   338 

Vocational  rehabilitation                                                                   226,  232 
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